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Executive Summary

ike the sun and tide, economies rise and fall.

But they are less predictable than nature and

have their own rhythm. For senior execu-

tives, the trick is to manage a company

through the downturns without destroying
its long-term foundation.

Today most companies are understandably cutting
costs, frequently through layoffs. While some compa-
nies undoubtedly need to reduce the size of their work
force, others are following the crowd, expecting that
they can rehire once the economy improves. They
should not be so sure.

In less than ten years—as the demographic data tell us—
people will be the scarcest resource for companies. As a
result, many companies may be unable to secure the skills
that they need in order to succeed. Others may find that
their best talent has left—having either retired or been
recruited by rivals. And yet others may find it difficult to
hire good people, not necessarily because of a paucity of
talented workers but because of their own reputation as
poor managers of their staff. The reputations of many
companies have already been damaged by how they have
treated their employees in this recession: employees re-
member how they were treated in tough times, and many
vote with their feet when the economy improves.

However, it is not enough merely to manage through—
and survive—the downturn. Executives need to start pre-
paring for when the economy experiences an upturn:
they need to remember that the choices they make today
could have unpleasant consequences tomorrow. In this
regard, the human resources (HR) department has never
before played such a critical role in ensuring the future
prosperity of the company.

Creating People Advantage

On the following pages, we present our findings and anal-
ysis of a survey of 3,348 executives throughout Europe
and of one-on-one interviews with more than 100 senior
leaders, mostly board members of large companies. Our
research focused on people challenges, both today’s and
those of the future.

A year ago, when we published Creating People Advantage:
How to Address HR Challenges Worldwide Through 2015, we
suggested that companies that successfully harnessed
four people trends would develop what we call people
advantage—a competitive advantage created through
people strategies. Those trends are as relevant today as
they were in 2008.

© Talent and leadership are becoming even scarcer resources.
This trend continues, especially at those companies in
which people are already the most important asset.

© The work force, on average, is growing older, and people
are having fewer children. The baby boom generation is
a year closer to retirement. Long-term demographic
trends trump recessions.

< Companies are becoming global organizations. The reces-
sion may have temporarily dampened the global am-
bitions of companies and fanned protectionist fires.
But globalization is here to stay. The reasons for com-
panies to pursue global growth endure.

¢ The emotional well-being of employees is more important
than ever before. Worklife balance is no longer an im-
mediate priority. More than ever, however, compa-
nies—seeking to maneuver through these tough
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times—need engaged employees. Farsighted compa-
nies are actively monitoring and managing the emo-
tional well-being of their people.!

Uniting Strategy, Metrics, and HR

Today the HR department sits at a pivotal place. It is—or
at least should be—the link between a company’s long-
term strategy and its people strategy. HR executives
should be able to understand how their company’s over-
all strategy drives the demand for people—and how
short-term reductions in the work force might threaten
the achievement of long-term goals. Yet we found that
only 15 percent of the companies covered by our survey
strategically plan their work force more than three years
in advance.

As we noted last year, if we view strategy, metrics, and
HR as three points on a triangle, we find that at most
companies, the links between HR and strategy and those
between HR and metrics are broken or nonexistent. (See
Exhibit 1.) Senior executives need to make sure that peo-
ple are the cornerstone of their corporate strategy. This is
easier said than done. Still, one of the most effective ways
to integrate HR and strategy is through the creation of a
strategic work force plan. Measuring the performance of
people and the HR department is also key. Few compa-
nies, for example, track the quality of their HR processes.
Even among those companies that do, fewer than half
have targets and processes in place to improve results.

In this report, we offer guidance and support for compa-
nies that want to tighten the links that bind together strat-
egy, metrics, and HR. In the next section, “Benchmarking
the Scene,” we show how European executives assess cur-
rent and future HR challenges. We also outline the state
of the partnership between business executives and the
HR departments. There is room for improvement.

HR and other executives in Europe identified the top fu-
ture challenges in an online survey that covered 21 HR
topics and that was conducted by The Boston Consulting
Group (BCG) and the European Association for People
Management (EAPM).2 The following 7 topics emerged
at the top of the overall HR agenda:?

© Managing Talent. The number-one topic in both 2007
and 2009, managing talent is viewed as critical in al-
most all industries and countries.

Exhibit 1. HR Needs to Be Connected

to Strategy and Metrics

Strategy

Metrics

Source: BCG analysis.

o Improving Leadership Development. Many executives
have led only during good times; now they have to
steer their organizations through stormy weather.

o Strategically Planning the Work Force. By conducting stra-
tegic work force planning, companies can clearly assess
supply and demand by job groups and make long-term
recruiting, training, outsourcing, and layoff decisions.

¢ Enhancing Employee Commitment. This topic was not
deemed critical in the 2007 survey, but executives now
recognize the importance of employee morale and
motivation. If they want to accelerate out of the down-
turn, they will need the support of their employees.

& Measuring Work Force Performance. Respondents are
struggling to determine how to measure the value of
each employee in order to create a more efficient and
productive work force.

¢ Managing Change and Cultural Transformation. Change
does not just happen. It requires sustained and rigorous
program management and a clear change agenda—
activities that today are more important than ever.

1. See “Talent Management: Nurturing the Egg,” BCG Opportuni-
ties for Action in Organization, October 2007.

2. For a full description of our methodology, see Appendix IV.

3. Our analysis also identified the top HR issues by country and in-
dustry. For this in-depth information, see Appendix I, Appendix II,
and Appendix III.
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© Becoming a Learning Organization. Companies need to
retain both the explicit and the tacit knowledge of re-
tiring employees, and they need to ensure that new
employees have the knowledge and skills to perform
their jobs.

After analyzing the 21 topics, the report next discusses
five relevant HR concerns. The first section explains the
importance of strategic work force planning. The second
describes the effects of the crisis on HR. The third exam-
ines the best ways to prepare for growth, and the fourth
makes the case for taking advantage of key performance
indicators (KPIs). The final section examines sustainable
people practices. Metaphorically, these five sections form
a compass. At the center is strategic work force planning.
Managing through a recession, preparing for growth,
measuring people performance, and creating sustainable
HR practices are four directions that companies should
pursue simultaneously.

These sections highlight several key findings.

© Many companies still neglect strategic work force plan-
ning, the strongest tool for making difficult HR decisions.
Companies should know how their work force will de-
velop and which job categories will demand substantial
numbers of new employees. Strategic work force plan-
ning can also yield valuable information for knowing
where—and where not—to cut in times of crisis.

<o About one-third of all the companies plan to lay off
full-time employees in this recession. HR executives
should take into account not only the likely effective-
ness of their actions but also their probable impact on
employee commitment. Other options, such as award-
ing employees time off to compensate for earlier over-
time, are effective and help improve employee com-
mitment. A 12-point action plan for HR can help
companies succeed during the crisis and ensure that
their value creation and business health rebound to-
gether with the economy. (See Creating People Advan-
tage in Times of Crisis: How to Address HR Challenges in
the Recession, the White Paper that is enclosed with
this report.)

¢ Almost one-third of the respondents said that pursuing
organic growth was one of the most important busi-
ness issues facing HR executives. Some companies will
have to adjust to a permanent mixture of restructuring

and growth: offense is often the best defense. For most
of the remaining companies, growth will eventually
return when the recession fades. In all cases, compa-
nies that excel at sourcing (or recruiting), developing
(or training), and affiliating (or retaining) employees
will outperform their less successful peers. Other com-
panies should pay attention to the actions of the com-
panies that are successful in these areas.

¢ Companies already collect a considerable amount of
data on people and people processes, but few compa-
nies use KPIs that are more sophisticated, and few
take concrete action based on the feedback that they
receive from KPIs. A methodology, such as BCG’s
Workonomics, can help the HR department assess
employee productivity and steer the organization in
the right direction.*

¢ The financial crisis had many causes, including the
sometimes unsustainable, short-term, and shortsighted
business practices and compensation systems of finan-
cial institutions. HR can play a critical role in encour-
aging people practices and processes that are sustain-
able over the long term.

The HR department has an unprecedented opportunity
to oversee the transformation of companies preparing for
an era in which people will drive competition.

4. For more information, see Felix Barber and Rainer Strack, “The
Surprising Economics of a ‘People Business,”” Harvard Business Re-
view, June 2005.
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Benchmarking the Scene

eople will be the most critical corporate asset
for the future. But as Europe heads into a
deep recession, many companies are repeat-
ing the mistakes of the past. By letting go of
current employees, those businesses will like-
ly face dramatic people shortages in the next few years,
when the baby boom generation retreats into retirement.

The key people issue for many companies is how to
adjust their work force to the recession without sacrific-

ing their ability to execute long-term strategies. The
long-term people challenges will remain well after the
recession has faded and a stronger economy is creating
fresh demand for a dwindling supply of working-age
talent.

If they are going to survive the downturn and thrive
during the upturn, companies need to understand and
address the HR challenges of both today and tomorrow.
Too few companies are prepared.

Exhibit 2. More Than 3,300 Executives Responded to the Survey

Sample size:
3,348

Estonia 68
Denmark 14
Norway 192

Netherlands 148

Belgium 39

Portugal 81

", " .

Switzerland 57
Slovenia 20

Croatia 25

Sources: Proprietary online survey; BCG/EAPM analysis.

Number of respondents

0
Fewer than 30
30to 59

M 60to 99

M 100 or more

Slovakia 12

Serbia 55

Turkey 40

Cyprus 41

Note: Fewer than five executives responded from Luxembourg, Macedonia, Malta, and Poland; 306 respondents did not indicate their country of origin.
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Understanding and Mapping
the HR Landscape

For the third consecutive year, BCG has partnered with
the EAPM to improve the understanding of people chal-
lenges.> As part of our research, we again created a com-
prehensive online survey and conducted one-on-one in-
terviews with senior leaders, mostly board members of
large corporations.

The online survey, which was conducted from November
2008 through January 2009, elicited 3,348 responses—
more than double the number of responses to our last Eu-
ropean survey in 2007. (See Exhibit 2.) In the most recent
survey, 29 percent of the respondents worked at compa-
nies with more than 10,000 employees; 31 percent, at com-
panies with 1,000 to 10,000 employees; and 40 percent, at
companies with fewer than 1,000 employees. A broad mix
of industries was also represented. The service sector ac-
counted for 23 percent of respondents, while the industrial
goods, technology and communications, and public sectors
were prominently represented with 11,9, and 7 percent of
respondents, respectively. (See Exhibit 3.)

We divided the survey into two parts. In the first part, as
in previous years, we asked executives about current and
future HR challenges. In the second part, we asked par-

ticipants to answer in-depth questions in three sections:
HR in turbulent times, HR in fast-growth markets, and
HR and metrics. We received 1,274 responses to the tur-
bulent-times section, 864 to the fast-growth section, and
846 to the metrics section.

In conjunction with the online survey, we conducted one-
on-one interviews with more than 100 senior HR and
business leaders, addressing all the topics above as well
as sustainability. (See Exhibit 4.) Those interviews took
place from December 2008 through April 2009. (For a list
of interviewees, see Appendix V.)

Creating a True Business Partnership

In recent years, many HR departments have endeavored
to become strategic business partners with their compa-
nies, playing a central, supportive role. Speed, quality,
competence, and efficiency are prerequisites for assum-

5.See The Future of HR in Europe: Key Challenges Through 2015, a report
by The Boston Consulting Group and the European Association for
Personnel Management, June 2007, and its global follow-up, Creating
People Advantage: How to Address HR Challenges Worldwide Through
2015, a report by The Boston Consulting Group and the World Fed-
eration of Professional Management Associations, April 2008.

The EAPM is a member of the World Federation of Personnel Man-
agement Associations, with which BCG partnered in 2008.

Exhibit 3. The Service and Industrial Goods Sectors Generated the Most Survey Responses

Percentage of total respondents, by industry

8 100
.|
3 o=
3 - - E—
B - I
3 - —
§ [~
4 T
S N
5
6 NN
|
o [l
|
|
Services Technology and Banking Consumer Travel and Insurance Media and Total
communications goods tourism entertainment
Industrial goods Public sector Health care Retail Automotive Chemical Nonprofit Other

Sources: Proprietary online survey; BCG/EAPM analysis.

Note: The industrial goods sector comprised the industrial goods, agriculture, mining, and pulp and paper industries; 275 respondents did not indicate

their industry affiliation. Percentages do not add up to 100 due to rounding.
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ing this elevated position. But we have found that execu-
tives outside of HR believe that their HR departments
need to do much more before they will be seriously con-
sidered for this role.

In our online survey, we asked executives both within
and outside HR to react to several statements about the
work of their company’s own HR department. (See Ex-
hibit 5.) Respondents from outside HR were much more
critical of the departments than HR respondents were.
For instance, 42 percent of respondents who worked out-
side the HR department disagreed with the statement
“our HR department works fast,” compared with only 16
percent of HR respondents. We found such differences in
opinion for every element of HR performance.

Companies committed to improving the processes and
quality of the HR department should solicit the views of
other departments’ executives, who are better posi-
tioned to offer an unbiased assessment. “HR needs to
find its place in the business strategy agenda,” acknowl-
edged Hugo Bague, the global head of HR at Rio Tinto,
a mining multinational based in the United Kingdom.
“In general, it is still seen as a service rather than a busi-
ness enabler.”

In order for the strategic-partnership model to work,
HR executives need extensive knowledge of business
issues. Such knowledge can, for instance, be obtained by
having employees rotate in and out of the department.
These rotations expose HR executives to the challenges
of line management and give outside executives a bet-
ter understanding of people issues. By abandoning silo
careers, HR executives will become stronger business
partners. But to date, few HR employees have taken—
or have been given the opportunity to take—this step.
According to the survey, the majority (53 percent) of
respondents said that less than one-third of their com-
pany’s HR employees had experience working in the
business line. (See Exhibit 6.)

Considering Business Challenges

The economic environment has changed radically in the
past year. After an era of strong growth through the mid-
dle of 2008, virtually all industries have, to differing de-
grees, suffered collateral damage from the financial crisis
that sparked the current recession. Some industries, such
as those in the automotive sector, have been hit espe-
cially hard, whereas others, such as the utilities industry,
are somewhat insulated.

Exhibit 4. More Than 100 Interviews Were Conducted Throughout Europe

Number of interviews

S
6
|
s I
o
o [l
. |

Germany Norway  Bulgaria France Spain Italy Nether- Russia Ireland United Austria  Additional Total

lands Kingdom countries®

!I! I I — I I — I S

- amm e — | ASEET

Sources: Interviews with senior leaders; BCG/EAPM analysis.
Interviews were also conducted in Portugal, Sweden, and Switzerland.
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Exhibit 5. HR Executives Rated Their Department’s Capabilities More Favorably Than Did

Other Business Executives

Statement
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HR respondents
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Our HR department is cost efficient.
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work with our overall business strategy.

I—\m I—\_-_Om_

The HR organization is well structured and has
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The HR department succeeds in being a
business partner.

The HR department is service oriented.
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decisions at the board and top-executive level.
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[ No, | completely disagree

respondents
who chose... [ No, I disagree
[J1tend to disagree Total percentage of
respondents who
|:| | tend to agree disagreed
[ Yes, 1 agree

Sources: Proprietary online survey; BCG/EAPM analysis.
Note: Percentages may not add up to 100 due to rounding.

We asked respondents to identify their key business is-
sues in order to help us better understand and frame the
results of our survey. Whereas 39 percent of respondents
said that they were dealing with restructuring and 38
percent were dealing with cost pressure, 32 percent of
respondents said that they were pursuing organic
growth. (See Exhibit 7.) Only a small share of respon-
dents, 9 percent, said that they were seeking growth
through acquisition.

Seizing the Future

Through our research and analysis, we are trying to un-
derstand how current and future HR challenges shift over
time. We increased the number of HR topics we track
from 17, in our earlier reports, to 21, in this study.® We
then divided those topics into five categories, as illustrat-
ed in Exhibit 8: source, perform, develop, affiliate, and
achieve HR excellence.

[ ves, | completely agree

© Source consists of topics addressing how a company
attracts and maintains its work force

¢ Perform consists of topics addressing performance
processes and measurement issues

¢ Develop consists of topics addressing the training and
growth of employees

¢ Affiliate consists of topics addressing retaining employees

¢ Achieve HR excellence consists of topics addressing HR
operations and processes and strategic partnering

In our most recent survey, seven topics were identified as
posing a major challenge. Executives ranked those topics
highest in terms of future importance and lowest in terms

6. For definitions of the topics, see Appendix IV.
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Exhibit 6. In the Majority of HR Departments, Less Than One-Third of HR Employees Had

Experience in the Business Line

In your HR department, what is the share of employees with experience in the business line?

el TTTTTRRTTD
Tereeeeen
Trreeen
Shareof ® 6 6 o o o o
employees W 'n‘ w In' Inl 'ﬂ' 'I'
in the HR o o o A O
department w w w ln' 'l' 'ﬂ'
h h o o o 0 o
:vx:eriae‘ll;::e '||' 'I‘ 'I‘ '||' 'I'
in the business 'ﬁ' 'i‘ 'i' 'il
line
i In 53 percent of HR departments,
'I' ln' no more than three out. of ten
i o o the budnese e
1 ]
Small

Percentage of respondents
HR employees with experience in the business line citing HR experience level

=) =ije =Eje
&

HR employees with no experience in the business line

Sources: Proprietary online survey; BCG/EAPM analysis.

Exhibit 7. Pursuing Organic Growth Ranked Among the Top Three Business Issues
Cited by Respondents

What are the key business issues facing HR management at your company?

Percentage
of respondents
who cited an issue

38
9 9 5 1
| —
Dealing with Dealing with Pursuing Pursuing Integrating Coping with Divesting
restructuring/ cost pressure organic growth  growth through after a major excessive
reorganization acquisition merger regulation

Sources: Proprietary online survey; BCG/EAPM analysis.
Note: Participants could select more than one issue.
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Exhibit 8. The 21 HR Topics Fall into Five Categories

Delivering on recruiting*

Source =

Improving employer branding
Managing demographic aging
Managing globalization

Strategically planning the work force

“reon
mrm [2)-

Achieve ' <
HR excellence

Source: BCG analysis.

\.

Improving performance management and rewards
Measuring HR performance

Measuring work force performance

Becoming a learning organization

Improving leadership development

Managing change and cultural transformation
Managing talent

Enhancing employee commitment

Managing corporate social responsibility
Managing diversity

Managing work-life balance

Managing flexibility

Mastering HR processes

Providing shared services and outsourcing HR
Restructuring the organization

Transforming HR into a strategic partner

In 2007, the topic delivering on recruiting was called delivering on recruiting and staffing. We have removed staffing from this topic; it is now addressed by

managing talent.

of their own assessment of their company’s current capa-
bilities. Two years ago, only five topics were considered
this critical. In Exhibit 9, the seven high-priority topics in
2009 are located in what we call the red zone: the upper
right-hand corner of our matrix.

Managing Talent. This topic remains, as it was two years
ago, the most critical challenge. In our most recent survey,
executives perceived the topic as having the highest fu-
ture importance combined with low current capabilities.
We compared the new results with those from 2007: re-
spondents reported that their company’s capabilities in
managing talent have increased slightly. This topic ad-
dresses monitoring talent pools, reviewing talent proc-
esses, and planning for succession in leadership. Many of
the 21 topics we highlighted in the survey are closely re-
lated to managing talent, notably becoming a learning or-

ganization, improving employer branding, enhancing em-
ployee commitment, and strategically planning the work force.
(For examples of managing talent, see the sidebar “Engag-
ing Top Talent at Finmeccanica” on page 37.)

Improving Leadership Development. The second most
critical challenge in our current report landed outside the
red zone in the 2007 report. Why the rapid jump to the
top of the HR agenda? The future importance of this top-
ic rose while executives’ assessment of their company’s
current capabilities fell. Many executives have led only
during good times; they now must lead in tough times.
Additionally, corporations are looking for development
programs that will enhance the ability of business leaders
to strategically envision the future and strengthen their
orientation toward value creation. (For an example of how
Credit Suisse is handling the challenge of improving leader-

CREATING PEOPLE ADVANTAGE
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Exhibit 9. Many Topics Have Shifted in Importance

In 2009, improving leadership development emerged as a top future challenge .

High

Enhancing

employee
commitment

Transforming HR into
a strategic partner

Improving performance
management and rewards

Sample size: 3,348

Delivering on

recruiting Improving employer
Future rancﬁ'ng
im
portance Managing
flexibility

Measuring HR
performance

Managing
work-life balance Managin:
. globalization
corpogtaensacgya di Managinﬁ'
responsibility LA

Providin|
nd outsourcing HR

Current capability

...1n 2007, talent was a top issue along with work-life balance, now a low priority

Improving
leadership
development

Transforming HR
into a strategic
partner

Improving
performance
management
and rewards

Sample size: 1,355

Future
importance

Measuring H
and employee
Managing performance
globalization

Managing
diversity

Relevance
Managing corporate today
social responsibility
[
Providing shared Low High
services and
outsourcing HR
Low
-~ Medium
Current capability need
to act
Sources: Proprietary online surveys, 2009 and 2007; BCG/EAPM analysis.
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ship development and helping managers lead through
tough times, see the sidebar “Leading Through the Val-
ley” on page 11 of the White Paper published in March
2009 that is enclosed with this report.

Strategically Planning the Work Force. The third topic
was derived from a broader topic used in previous years,
managing demographics. In 2007, while exploring the man-
aging demographics topic, we asked respondents how they
planned to address upcoming retirements and how they
addressed the effects of aging in the workplace. By break
ing out strategically planning the work force as a separate
topic in the most recent survey, we also assessed how
companies are using these quantitative tools to plan their
work forces more effectively. By strategically planning the
work force, companies can assess supply and demand by
job groups and make long-term recruiting, training, staff-
ing, and redeployment decisions. Many companies over-
look this topic, which is a key reason for the broken links
at many companies between HR and strategy and met-
rics. (For a positive example of strategically planning the
work force see the sidebar “Strategic Work Force Planning
at Deutsche Telekom” on page 26.)

Enhancing Employee Commitment. This topic entered
the red zone in our most recent survey, becoming a high-
priority topic as executives have come to recognize its future
importance. The recession
has forced many companies
to lay off employees and
make other difficult cost-
cutting moves that affect
morale and motivation. If

Performance disciplines

Exhibit 10. Employee Engagement Is Achieved by

Successfully Balancing Discipline and Motivation

hundreds of companies has shown that employees respond
best to a mix of motivation and discipline. (See Exhibit 10.)

Measuring Work Force Performance. Also new, this top-
ic was cited as a top priority. To create it, we split the previ-
ous, broader topic measuring HR and employee performance
into two topics, recognizing that work force performance
should be separated from HR performance. Respondents
told us that they were struggling with how to measure the
value of each employee in order to create a more efficient
and productive work force. (For a positive example of
measuring work force performance see the sidebar “Making
HR a Business Partner at Commerzbank” on page 41.)

Managing Change and Cultural Transformation. This
topic remained a top priority, as it was in 2007. Executives
understand that corporate change does not just happen. It
requires sustained and rigorous program management and
a clear change agenda—activities that today are more im-
portant than ever. Executives need to establish schedules,
metrics, and clear accountabilities to mobilize the organi-
zation. (For more about survey results on this topic, see the
sidebar “Adjusting HR’s Role in Change Management.”)

Becoming a Learning Organization. The final high-prior-
ity topic has kept much the same matrix position it had in
2007. Companies need to retain both the explicit and the
tacit knowledge of retiring
employees, and they need
to ensure that new employ-
ees have the knowledge
and skills to perform their
jobs. (See the sidebar “Im-

Personal motivators

they want to accelerate out S proving Skill Development
of the downturn, however, b A at RWE” on page 36.)
these companies will need FUE [

the support of their em- GDINLSSR  [nasacement Covering All the
p]oyeeS. One HR board People manager capabilities _ To pics

of the amputation stays
with the body for the rest of
its life.” Many executives
are thinking about how
they can create a culture
that reinforces such values
as honesty, performance,
and dedication and that
works in both good and bad
times. Our client work at

member told us, “The pain ‘

inspire individuals

Source: BCG analysis.

Objectives
A shared vision al

Superior people skills

The topics in the lower
left-hand corner of the
matrix—which represents
the union of low future
importance and high cur-
rent capabilities—did not
change between 2007 and
20009: delivering on recruit-
ing, mastering HR process-
es, and restructuring the

Y 4
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Adjusting HR’s Role in Change

Management

Managing corporate change is incredibly difficult. A
change program must overcome fear, doubt, inertia,
and both active and passive resistance. To understand
how companies implement change, we asked execu-
tives a series of questions about their activities in
change management. We received 660 responses in
this area.

The three actions executives deemed most effective
in change management were heavily involving the
CEO in the change process, regularly monitoring and
adjusting the communication strategy, and preparing
leaders to be role models for change. Yet the involve-
ment of the HR department in these three activities
varied widely. Only 28 percent of the executives told
us that their company’s HR department was driving
the process of involving the CEO in change manage-
ment. Some 51 percent of the executives said that
their company’s HR department was actively involved
in preparing leaders to be role models for change.
Our results also found that HR departments were
typically the driving force behind another change-
management action: conducting pulse checks to learn
about employee feelings.

Only 17 percent of the respondents told us that their
HR department was driving the process for adapting
accountabilities to the new economic situation. This
finding indicates a missed opportunity for HR to gain
respect within companies. For example, in a delayer-
ing effort, each layer designs the layer below it by re-
defining roles, responsibilities, and accountabilities.
The process produces a flatter and more agile organi-
zation, and the HR department should be the primary
driver of efforts.

organization. Even though respondents rated all three
topics higher in future importance, the shift was not
enough to push all the topics out of the green zone. Al-
though companies usually have high capabilities in
these fundamental HR topics, they are nonetheless im-
portant. An HR department needs to manage payrolls
flawlessly, for example, if it expects to have credibility
on the larger issues.

Eleven topics landed in the matrix’s yellow zone, an area
in which the combination of current capabilities and fu-
ture importance suggests less urgent challenges—but
challenges requiring action nonetheless.

Transforming HR into a Strategic Partner. This topic
involves the development of an HR strategy that is sys-
tematically derived from a company’s broader corporate
strategy. Furthermore, all measures that link HR with
strategy and metrics strive to meet this goal of raising the
importance and role of HR. (See the sidebar “The OneHR
People Strategy at E.ON.”)

Improving Performance Management and Rewards.
This topic has increased slightly in future importance
since 2007. Many companies need to adjust their perfor-
mance systems and incentives to encourage long-term
results and behaviors. Among the causes of the financial
crisis were the short-term incentive systems at many fi-
nancial-services firms. (For an innovative example of how
incentive systems can be redesigned, see the sidebar
“Making Ethics and Values Count” on page 10 of the
White Paper that is enclosed with this report.)

Improving Employer Branding. Although many compa-
nies are highly capable of delivering on recruiting, employ-
er branding is a new challenge for companies. It is be-
coming increasingly important for companies to pay
attention to how they are perceived by potential recruits,
especially recruits in high demand such as engineers and
IT specialists. (See the sidebar “Going Global at BCG” on
page 34 for an explanation of BCG’s global recruiting
campaign.) In times of crisis, as competitors focus on dif-
ferent topics, companies have an opportunity to improve
their employer brand. Companies in industries not se-
verely affected by the downturn, such as utilities and
health care, may be able to build a reputation for job se-
curity in this environment.

Managing Flexibility. Another new topic, managing flex-
ibility allows companies to react quickly and efficiently to
changing circumstances. During the past few months,
companies that had already established flexible work
arrangements—such as hiring part-time employees or
relying on lifetime work accounts that allow employees
to bank time for later use—have been able to take swift
action to combat the downturn. (To learn how Lufthansa
has created a flexible work force, see the sidebar “Flying
at a Lower Altitude” on page 6 of the White Paper that is
enclosed with this report.)

Measuring HR Performance. As we discussed above, this
topic is a less important companion to measuring work force
performance. Successful companies measure the work of their
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The OneHR People Strategy at E.ON

To strengthen the link between its strategy and its people,
E.ON, one of Europe’s largest energy companies, devel-
oped its people strategy, OneHR. The goal of the people
strategy was to create a vision and mission that would
help the company achieve its business objectives, develop
its leaders and its almost 100,000 employees, build an en-
ergized environment for its people, and deliver operation-
al excellence in HR.

To bring the people vision and mission to life, E.ON exam-
ined its business strategy, culture, and competitive envi-
ronment with the goal of understanding what steps the
company needed to take.

A systematic analysis was conducted to link people issues
to the business strategy. This evaluation led to the cre-
ation of 13 initiatives that formed the operating backbone
of OneHR.

As it was derived from E.ON’s corporate strategy, OneHR
achieved acceptance among business and HR professionals
alike.

The program followed rigorous requirements in project
management and was successful in its first year. Under the
strategy, E.ON was able to achieve the following:

HR departments with key performance indicators (KPIs) that
are consistently reported and discussed to help determine
the pay for HR managers. (For more about KPIs, see the sec-
tion “Measuring People Performance” on page 39.)

Managing Work-Life Balance. The future importance of
this topic has decreased sharply over the past two years,
although current capabilities have remained unchanged.
This has happened largely because executives understand
that during a recession, worklife balance becomes less crit-
ical to employees. We expect, however, that when the econ-
omy improves, this topic will once again grow in impor-
tance. Enlightened employers understand, even today, that
flexibility and worklife balance are inherently important to
all employees, not only those who have families and elderly
parents to support. (For more about this topic, see the sec-
tion “Creating Sustainable HR Practices” on page 44.)

Managing Corporate Social Responsibility. This topic
may be regarded as a luxury in times of economic uncer-
tainty, which explains the decline in its future importance

¢ Identification of critical job vacancies in the area of

power plant construction and development of measures
to close the gap

¢ Launching of programs that address shortages in criti-

cal job groups within management

¢ A rise in the best-places-to-work rankings in Germany

and Europe and being named the “climber of the year”
by Capital, a prominent business magazine

¢ Preparation for the implementation of a corporate per-

formance-management system that combines goals for
both business and management behaviors

o Definition of specific KPIs to monitor the implementa-

tion of the initiatives

“The OneHR people strategy clearly positions HR as a

strategic business partner. By using this structured ap-

proach, we can continuously validate and adopt our peo-
ple strategy to the needs of E.ON and measure the suc-

cess and the value added to business,” said Christoph

DanzerVanotti, chief human resources officer and mem-
ber of the management board.

since 2007. Many companies are, however, trying to sus-
tain their efforts in this topic as a way of developing their
employer brand and giving employees a good feeling
about their company. (See the section “Creating Sustain-
able HR Practices” on page 44.)

Managing Diversity. This topic has declined in future
importance, and executives did not report any gains in
company capabilities in this topic since 2007. Over the
long term, however, we expect that more companies will
recognize the importance of this topic as a corollary to
managing talent. Companies can fill talent gaps by tapping
into alternative talent pools, such as minorities. Further-
more, gender and cultural diversity help promote a
broader range of perspectives within companies. (The
sidebar “Tapping into New Talent Pools at a French
Bank” on page 33 discusses a creative recruiting cam-
paign aimed at increasing diversity.)

Managing Demographic Aging. A red-zone topic two years
ago when it was managing demographics, managing demo-
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graphic aging has fallen in future importance with the cre-
ation of the related topic strategically planning the work force.
Although that new topic emerged in the red zone of prior-
ity topics, executives do not view the management of an
aging work force as critical. Those executives may, however,
be underestimating the challenges of employing members
of the baby boom generation in the years before they retire.
Traditional forms of motivation and incentives become less
effective as an employee approaches the end of his or her
career. Many industries will be severely affected. (See the
section “Strategic Work Force Planning” on page 23.)

Managing Globalization. This topic has moved into
the matrix’s lower right-hand corner since 2007, indicat-
ing that for managing globalization, both capabilities and
future importance have dropped, as companies are fo-
cusing on their home market. This philosophy may be
necessary in the short run, but it is ultimately short-
sighted for companies with international aspirations
and operations.

Providing Shared Services and Outsourcing HR. This
topic rated low in both current capabilities and future

importance. Nevertheless, it can be an important way to
help companies strengthen HR skills and processes.

Europe is a diverse collection of economies and states. In
order to understand the variations across nations, we
analyzed the ranking of topics by future importance and
current capabilities for 11 focus countries. For all the
countries except Russia and Ireland, managing talent was
the number-one challenge. Managing demographic aging
ranked among the top five challenges in Germany and
Austria, and executives in France, Ireland, and the United
Kingdom placed emphasis on measuring work force perfor-
mance. (See Exhibit 11.)

Living for Today

Analyzing the future is essential, but this past year has
been a harsh reminder that dramatic changes can occur
quickly and render plans obsolete. To this point, our focus
has been mostly on the future importance of topics; here
we examine the current importance that executives as-
signed to the 21 topics. The current importance of topics
has changed dramatically since 2007. (See Exhibit 12.)

Exhibit 11. Managing Talent Ranked as the Most Important Topic

in Nearly All Focus Countries

Number of
focus countries
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Becoming a learning organization 5

Improving employer branding

Strategically planning the workforce 4

Managing demographic aging 5

Transforming HR into
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Improving performance
management and rewards
Managing change and
cultural transformation

Measuring work force performance

Managing flexibility

Sources: Proprietary online survey; BCG/EAPM analysis.
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Exhibit 12. Employee Commitment Has Jumped in Current Importance, While Managing

Talent Has Dropped

Analysis of ranking by current importance

2007 ranking

Managing talent

Delivering on recruiting and staffing
Improving leadership development

Managing change and cultural transformation
Improving performance management and rewards
Transforming HR into a strategic partner
Managing work-life balance

Enhancing employee commitment
Restructuring the organization

Mastering HR processes

Measuring HR and employee performance
Becoming a learning organization

Managing demographics

Managing diversity

Managing globalization

Managing corporate social responsibility

Providing shared services and outsourcing HR

2009 ranking

Delivering on recruiting

Enhancing employee commitment

Improving leadership development
Restructuring the organization

Improving performance management and rewards
Mastering HR processes

Transforming HR into a strategic partner
Measuring work force performance

Managing talent

Strategically planning the work force
Managing change and cultural transformation
Managing flexibility

Improving employer branding

Becoming a learning organization

Measuring HR performance

Managing corporate social responsibility
Managing work-life balance

Managing diversity

Managing globalization

Managing demographic aging

Sources: Proprietary online survey; BCG/EAPM analysis.

Examining the current importance of HR topics in 2007 and
2009, we found that managing talent has dropped from first
to ninth place, reflecting the need for companies to take
short-term steps in the recession. Likewise, managing work-
life balance has dropped from seventh to seventeenth place.
By contrast, enhancing employee commitment has jumped
from eighth to second place in current importance, as com-
panies increasingly seek to motivate their employees. Many
companies did not do a good job of keeping employees mo-
tivated and committed during the last recession.

The current importance of restructuring the organization has
understandably risen over the past two years, as has the
current importance of mastering HR processes. In times like
these, the HR department has an important role in imple-
menting layoffs, complying with government-supported
schemes for shorter work hours, and conducting other ac-
tivities related to the downturn. Respondents also know

Providing shared services and outsourcing HR

that they need to keep their perspective on the long-term
implications of the actions they take today. Consequently,
strategically planning the work force ranks higher in current
importance in 2009 than managing demographics—the top-
ic that formerly covered strategic planning—did in 2007.

Current challenges naturally depend on company-specific
issues. So if companies are experiencing strong growth in
revenues and profits, their priorities differ from those of
struggling companies. In order to understand how specific
business situations affect HR issues, we asked respondents
about their company’s revenue and profit experience over
the past two years. Of the 36 possible combinations of
growth and profitability that we identified, we analyzed
six scenarios in depth. (See Exhibit 13.)

For companies that have suffered a major decline in rev-
enues and profitability, the most important topics cur-
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Exhibit 13. Companies’ Priorit

ies Are Aligned with Revenue and Profitability Growth

When companies are grouped by growth in revenues and profits ...
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more than
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ing change have the highest current importance to companies with
strong declines in revenues and profits
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2 Enhancing employee commitment
3 //\\\ Improving performance management and rewards
4 N / A | Improving leadership development
5 h Z Transforming HR into a strategic partner
6 y N Measuring work force performance
7 / I~ Improving employer branding
8 [ \ZL T Managing talent
9 Restructuring the organization
Anaklysis ol 10 / Mastering HR processes
;:I:ulrr:gnt 11 // Strategically planning the work force
importance 12 T~ / Becoming a learning organization
13 / ~~ Managing change and cultural transformation
14 ~ Managing flexibility
15 Measuring HR performance
16 Managing corporate social responsibility
17 Managing work-life balance
18 Managing diversity
19 — T Managing globalization
20 Managing demographic aging
21 >< >< Providing shared services and outsourcing HR

Sources: Proprietary online survey; BCG/EAPM analysis.
Note: In the survey, 1,172 respondents did not indicate changes in their company’s profitability and revenues.
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rently are restructuring the organization, managing change
and cultural transformation, and enhancing employee com-
mitment. These topics should be priorities for the HR de-
partments of companies hurt by the recession.

Across all six scenarios, strategically planning the work force
achieved its highest rank—fifth most important—among
companies experiencing very negative growth. Compa-
nies in this situation do not want to risk laying off people
in the wrong places, thus weakening their chances for a
quick recovery.

Delivering on recruiting, improving leadership development,
and mastering HR processes were cited as topics of the high-
est current importance by companies with normal increas-
es in profitability and growth. In good times, in other
words, traditional HR work is at a premium. Delivering on
recruiting and enhancing employer commitment were more
important at companies reporting strong growth as they
scrambled to move the right people into their work force.

As we discussed above, a gap exists between HR and non-
HR respondents’ assessments of the HR department’s
work. We found a similar gap when we compared how HR
executives and executives outside of HR rated their com-
pany’s current capabilities across all 21 topics. (See Exhibit
14.) This was especially true for transforming HR into a stra-
tegic partner, a topic ranked seventh in current importance
by respondents overall and one that requires close interac-
tion between the HR department and business units. This
gap was also particularly large in delivering on recruiting
and mastering HR processes—both of which ought to be key
HR competencies—and in restructuring the organization.

Successful companies are using several methods to mini-
mize these gaps. As we mentioned above, they are rotat-
ing employees into and out of the HR department; they
are conducting regular employee surveys and follow-up
meetings with line managers; and for higher-level HR
tasks, they are engaging with senior executives to assess
the success of strategic work in HR.

Exhibit 14. Executives Outside of HR Were Particularly Critical

of HR Capabilities in Four Areas

High Delivering on recruiting
Enhancing employee commitment
Improving leadership development
Restructuring the organization
Improving performance management and rewards
Mastering HR processes
Transforming HR into a strategic partner
Measuring work force performance
Managing talent

Current
importance

Strategically planning the work force
Managing change and cultural transformation
Managing flexibility

Improving employer branding

Becoming a learning organization

Measuring HR performance

Managing corporate social responsibility
Managing work-life balance

Managing diversity

Managing globalization

Managing demographic aging

Low Providing shared services and outsourcing HR

Sources: Proprietary online survey; BCG/EAPM analysis.

@ Current capability as assessed
by HR respondents

¢ Current capability as assessed
by respondents outside of HR

e |

Low

Current A
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Four Directions: One Goal

pedestrian standing at the intersection of

two streets can choose from four different

directions, but by going one way, she ex-

cludes the other options. In today’s HR

environment, companies must find a way
to move forward in all directions simultaneously. That is,
they must prepare for the boom even as they grapple
with the bust, and they must focus at once on both the
present and the future.

All HR journeys begin with strategic work force planning,
an activity that unites work force supply (as determined
by retirement, attrition, and the market) and demand (as
envisioned in various strate-
gic scenarios). In the near
term, most companies have
also been managing through
the recession by turning to re-
structuring (including staff
reduction), cost control, and
other measures. Furthermore,
by preparing for growth, far-
sighted companies are consid-
ering how they will create
people advantage when the

Creatin,
economy rebounds.

sustainable
HR practices

Meanwhile, companies need
to make sure that their peo-
ple initiatives are measuring
people performance. When
HR departments can accu-
rately show the value that
employees create, they will
be on their way toward be-

. . Source: BCG analysis.
coming trusted advisors and

true business partners of the company’s chief executive
and top-management team. Moreover, companies need
to be creating sustainable HR practices in their people
practices. If values, ethics, and corporate social respon-
sibility command a premium in rough times, they will
stand out much more clearly as success factors once the
crisis has passed.

United by the discipline of strategic work force planning,
these four people practices—managing through the re-
cession, preparing for growth, measuring people perfor-
mance, and creating sustainable HR practices—form the
basis of creating people advantage. (See Exhibit 15.)

Exhibit 15. Strategic Work Force Planning Is the Starting Point

for Moving the Company in Four HR Directions

Prepann
for growt

Strategic

Wor Measuring

people

performance

Managing through
the recession
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Strategic Work Force
Planning

trategic work force planning is the pivot point

that supports and unifies all four people prac-

tices that companies should be pursuing—

managing through the recession, preparing for

growth, measuring people performance, and
creating sustainable HR practices.

Companies should understand how their work force will
develop, which job categories drive the business, and how
demand will evolve. They should be peering far into the
future to assess their likely needs for talent in particular job
categories and within specific regions and to figure out how
they will find, hire, retrain, outsource, or otherwise fill those
positions. Strategic work force planning is also influenced
by demographic aging, which represents the demographic
risk that companies face as employees retire or lose produc-
tivity. Without a systematic approach, companies will be
less likely to determine the correct people measures.

Even in today’s difficult times, companies should be ad-
dressing these longer-term issues. Ulrich Sieber, group
manager of HR at Commerzbank, Germany’s second-big-
gest bank, understands the need to take a long and strate-
gic view. His organization is merging with Dresdner Bank.
“Megatrends have not really changed due to the crisis,” he
said. “Finding the right talent for the right job will stay at
the top of the long-term agenda.”

This need crosses industry boundaries. “The long-term fun-
damental challenge is finding highly skilled employees in the
different job groups,” said Wolfgang Malchow, chief human
resources officer and member of the management board of
Bosch, the world’s largest global auto-parts supplier.

Although companies are accustomed to making medium-
and long-term projections in their strategic plans and

capital budgets, they are much less likely to take a similar
view about their staffing needs. This reality was reflected
in the results from the section of our online survey that
focused on strategic work force planning, which 846 ex-
ecutives completed.

According to the results, almost half of the companies, or
47 percent, plan their work force needs only one year in
advance, which is hardly enough time to recruit and train
candidates for many jobs; fewer than one in six, or 15 per-
cent, plan more than three years into the future. (See Ex-
hibit 16.) By taking such a myopic view, companies are not
fully developing their people, and they are likely to find
themselves with both shortages and surpluses in various
job categories.

At more than half (53 percent) of the companies surveyed
on this topic, we found that the horizon for strategic plan-
ning was longer than that for work force planning. These
companies cannot predict whether they will have the peo-
ple or skills needed to execute their strategies.

At its core, strategic work force planning requires an un-
derstanding of the work force that is based on three
types of job categories: job functions, job families, and
job groups. Employees within each job category share
similar skills and can transfer within the category, but
the amount of time it takes to successfully transition to
a new job varies. Within a job function, employees can
get up to speed in new positions in less than three
months, with no or little training. We have found that
within a job family, for employees who are changing
roles, it takes less than 18 months to acquire the neces-
sary skills through training that is followed by on-the-job
learning. Within a job group, a job transfer may require
up to 36 months and significant training. Here the em-
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Exhibit 16. Few Companies Plan Their Work Force Needs More Than Three Years

into the Future

Percentage of
respondents

o " . .
or more
Companies that

use the same time
horizon for work

S years o1 el o1 force planning and
strategic planning
4 years o1
Company’s Y
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2 years [ B o1 ®:3
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1year 2 years 3 years 4 years 5years 6 years

or more

Company’s time horizon
for strategic planning

Sources: Proprietary online survey; BCG/EAPM analysis.

ployees must significantly enhance their skill set and
level of experience.”

Most companies have a basic understanding of job catego-
ries, but few study the analysis closely, and fewer still use
it to create recruiting and training initiatives. According to
our survey, two-thirds of the companies have classified
their various jobs into distinct categories, but only about
one-third of the companies, or 34 percent, have system-
atically taken measurable recruiting actions to fill gaps
identified by this analysis. (See Exhibit 17.) Even fewer, 29
percent, have taken measurable actions to use trainee-
ships to fill the identified gaps. This is a missed opportu-
nity. “By using strategic work force planning, we were able
to refocus our apprenticeship portfolio to fill our future
needs,” said Glinther Fleig, who was formerly the human
resources and labor relations director and a member of
the management board at Daimler. “Now we are ready for
the challenges ahead.”

Companies also do not systematically and sufficiently plan
supply and demand of the work force. Yet they need to
have a firm understanding of the supply (the number of
current employees) and demand (the number of needed
employees) in order to execute strategy. Survey results

show that only about one-third of the companies planned
work force supply (38 percent) and demand (33 percent)
three years into the future; just 13 to 14 percent reviewed
these trends over a five-year time horizon and only 6 per-
cent did so for a ten-year time horizon.

This lack of planning can have serious and damaging long-
term consequences, if, as they are doing today, companies
lay off employees or otherwise reduce their head count.
Unless they understand their long-term needs by job cat-
egory, companies will, in all probability, remove employees
whose skills will be needed in just a few years.

In order to understand their future work force needs,
companies should be creating different strategic scenarios
that anticipate demand in specific job categories, but just
27 percent of companies engaged in this activity, our sur-
vey found. These exercises predict shortfalls and surplus-
es for each job function. Armed with those scenarios,
companies are in a better position to make decisions to
retrain people in surplus areas for jobs with anticipated

7. For more information, see Rainer Strack, Jens Baier, and Anders
Fahlander, “Managing Demographic Risk,” Harvard Business Review,
February 2008.
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Exhibit 17. Two-Thirds of the Respondents Said That Their Companies Have Created

Job Categories

What strategic work force planning actions does your company take?

Differentiate between job groups

Analyze qualification of current
work force supply

Analyze age of current work force supply
Connect training and development with
work force supply and demand

Systematically derive work force demand
from company strategy

Plan work force supply (current
employees) three years in advance
Understand and forecast job markets
Derive quantitative, systematic recruiting
actions to fill gaps per job family

Plan work force demand (implied by
corporate strategy) three years in advance

Derive quantitative, systematic quali-
fication actions to fill gaps per job family
Derive quantitative, systematic trainee-
ship actions to fill gaps per job family

Work with different strategic scenarios

Analyze competitors’ work force structure

Plan work force supply

(current employees) five years in advance
Plan work force demand (implied by
corporate strategy) five years in advance
Plan work force demand (implied by
corporate strategy) ten years in advance
Plan work force supply (current
employees) ten years in advance

Average rating of the
future importance of and current
capabilities in each action

Current capabilities

Importance

Sources: Proprietary online survey; BCG/EAPM analysis.

shortfalls. Scenario planning can also identify recruiting
needs. This analysis is especially important now that the
outlook is so uncertain and companies need to plan for
many contingencies.

If strategic work force planning varies from company to
company, it also varies from country to country. In Italy,
for instance, companies were less reliant on strategic work
force planning actions than were their peers in Germany:
we found that about 23 percent of the German compa-
nies planned demand and supply of their work force
needs five years into the future, but only about 3 percent
of the Italian companies did so. This variation is surpris-
ing. Both nations face similar challenges as the baby
boom generation retreats into retirement and as young-
er—and smaller—generations replace them. Birth rates
in the European Union are uncommonly low. None of the
EU countries have birth rates as high as 2.1, which is the
rate required to maintain a steady population. With a lim-
ited use of strategic work force planning and a low birth
rate of just 1.3, Italy faces a double blow.

Most industries also neglect strategic work force planning.
The average use of such actions ranged from 28 to 43

Percentage of respondents

Low —

percent, depending on the industry. Even so, work force
planning is possible—and desirable—as it helps to re-
duce the uncertainty pervading the nature of business.
(See the sidebar “Strategic Work Force Planning at
Deutsche Telekom.”)

Although we found that executives themselves recognized
the significance of work force planning actions, we also
found that their companies were reluctant to perform
them. Systematically deriving work force demand from
corporate strategy emerged as the most important action
in this topic, with an average score of 4.9 on a 5-point
scale—far higher than the action’s average-capability
score of 3.7. With only one exception, executives rated the
future importance of all actions in strategic work force
planning much higher than they rated the capabilities of
their companies to perform them. This is further evidence
of the disconnect among strategy, HR, and metrics.

Lack of confidence may explain why strategic work force
actions have not yet received the attention they deserve.
It is therefore time for companies to overcome their reluc-
tance to extend the planning horizon of people actions.
Practice makes perfect.
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Strategic Work Force Planning at Deutsche Telekom

Deutsche Telekom, a leading global telecommunica-
tions operator, has not let the uncertainty and unpre-
dictability of its industry prevent it from engaging in
initiatives in strategic work force planning.

Over the past ten years, telecommunications operators
have radically reshaped their operations around a com-
mon network built on the Internet Protocol. These next-
generation networks operate at lower costs and with
fewer people than do traditional networks. Operators are
also creating new services and business models in the
online, media, advertising, and even energy-manage-
ment markets. Finally, they are reorienting their market-
ing, sales, and service units around customer needs.

These radical shifts are requiring operators to develop
new skills and a new way of viewing work force planning.
The traditional line technician, for example, is becom-
ing increasingly obsolete as demand grows for complex
services. The share of experts who have skills in both
hardware and software, currently at 20 percent, is ex-
pected to increase to more than 50 percent by 2012.

Telecommunications operators such as Deutsche
Telekom should be taking several steps to ensure that
they are prepared.

¢ Qualitative Orientation. These companies need to de-
velop job categories so that they have a better under-
standing of the key skills that they require.

o Long-Term Perspective. The HR planning horizon needs
to be extended. Many major network-infrastructure
projects take five to seven years, and they require new
expertise and skills. HR planning should look forward
at least four years to accommodate hiring and train-
ing cycles.

o Scenario Planning. Strategic planning is highly
uncertain. Major initiatives require the development
of several different options for capital spending,
competitive dynamics, and regulation. Accordingly, the
plan for the HR work force needs to be able to
accommodate many different potential scenarios and
have built-in flexibility.

Companies Can Transform Themselves Through Strategic Work Force Planning

Required skill shifts across the firm
can be identified...

...and analyzed in detail

G Qualification-based segmentation of staff

Business

Sales

Residential

Sales

Front end

— | rconr
Finance
a
Common HR
i

services i Administration |

Required
skill shift

None

a Work force supply

e Work force demand

modeling model ing

IR

Source: BCG case experience.
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Deutsche Telekom recently began to tackle this transfor-
mation by instituting a five-point strategic work force
plan, outlined below, that creates a stronger link between
HR and businesses. (See the exhibit “Companies Can
Transform Themselves Through Strategic Work Force
Planning.”)

¢ Qualification-Based Segmentation of Staff. Deutsche
Telekom defined about 60 job families and the skills
it expects to need in the future. The company focused
on strategic areas in which significant capacity risks
were likely.

& Work Force Supply Modeling. The telecommunications
operator determined the medium- to long-term effects
of retirement and attrition on its overall work force
and on various job categories. This detailed exercise
identified categories with unbalanced age structures
and with likely capacity shortages.

& Work Force Demand Modeling. Then the company, on
the basis of long-term business and productivity
trends, forecast the staff that would be required for
each category. This step required in-depth knowledge
of business conditions and strategies and close col-

Capacity Risks Can Be Identified Precisely

laboration among the HR department, business ex-
ecutives, and the finance department.

& Gap Analysis. By forecasting supply and demand in the
previous two steps, Deutsche Telekom was able to un-
cover potential shortages and surpluses. (For an illus-
trative example, see the exhibit “Capacity Risks Can
Be Identified Precisely.”) With this crucial knowledge,
reasonable HR measures can be developed.

¢ Development of HR Measures. Finally, Deutsche Telekom
was able to systematically determine actions from its
analysis. It could develop plans to start transferring
excess staff to categories with potential shortages, re-
train staff, and hire people with needed skills.

Having taken these measures, Deutsche Telekom execu-
tives are confident that they will have the people and
skills they need—no matter how uncertain the future.
“This strategic work force planning project is crucial to
prepare the organization for the future by deriving nec-
essary HR measures and action steps in time,” said
Thomas Sattelberger, chief human resources officer, di-
rector of labor, and member of the management board
at Deutsche Telekom.

A sample company’s anticipated surpluses and shortages by job function, by percentage of current employees

Job function 2008 2009 2010 2011 2012 2013

Manager, technical infrastructure 12 I

Team leader S 13 12 -14 -16

Abstractor, technical infrastructure _—

Administrator 12 _

Manager, production control 0 9 8 0 =) -11 -13 -15
Application manager, documentation 9 5 0 2 5 9 13 15
Specialist, technical infrastructure ________
Consultant | 16 | 17 | 18 |

Expert, technical infrastructure ________
Expert, network documentation

Expert, replacement terminals _—_—_

Technician, Internet Protocol _

Technician, PS

Mechanic, copper

Mechanic, fiber

Expert, disaster recovery management

Source: Illustrative BCG case experience.

8
13 1

12
10 11 3
12 -10 -10 -10 -10 -10 -9
-3 -3 14 16 -1 -2 -1 -12
] L] ]|
Surplus Shortfall
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Managing Through
the Recession

ompanies cannot create lasting people ad-

vantage unless they successfully manage

the immediate impact of the recession on

their business. While HR practices should

be sustainable and focused on the long
term, they should also be adaptable to the stresses and
strains of the moment. “Companies need to make sure
that they invest as much as possible, during the crisis, in
the right employees,” said Thomas Wessel, chief execu-
tive officer of RAG Bildung, a provider of continuing edu-
cation for companies and public entities. (See the sidebar
“Training Rather Than Layoffs at Scania.”)

In March of this year, BCG published a White Paper titled
Creating People Advantage in Times of Crisis: How to Address
HR Challenges in the Recession. The White Paper show-
cased the results of the online survey and our interviews,
relating them to the recession and proposing a 12-step
action plan for steering companies through these tough
times. For consistency, the White Paper was updated in
May to reflect the status of the full report. We have en-
closed the updated White Paper with this report so that,
as the recession continues, companies can tap our find-
ings and ideas in the months ahead. (You can also find
the White Paper at www.bcg.com.)

Still, executives should also keep in mind that, sooner or
later, the recession will pass, and companies will need to
find ways to address the challenges presented by global-
ization, competition, and the demographic shift. The re-
mainder of this report, therefore, focuses on how compa-
nies can create lasting people advantage by following the
three other paths that we outline—preparing for growth,
measuring people performance, and creating sustainable
HR practices.

Training Rather Than Layoffs at Scania

Scania, a worldwide manufacturer of trucks, buses,
and engines, is one of the few companies in this indus-
try that have not laid off full-time employees during
the recession. Instead, Scania has used the crisis to
train its work force so that the company will be better
prepared and employees will be more productive. The
truck manufacturer has put a significant portion of its
35,000 people through training sessions on English-
and Swedish-language skills, economic knowledge,
presentation and writing competencies, productivity,
and lean management. Other employees have been
staffed on projects that redesign and improve produc-
tion facilities.

Although not widespread, this practice has helped
Scania maintain employee engagement. “One of the
key benefits is the strong engagement that is created
between employees and the company. This is a reward
on its own that cannot be measured,” said Magnus
Hahn, HR director at the company.
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Preparing for Growth

Imost one-third of the respondents said

that pursuing organic growth is one of the

most important business issues facing HR

executives. For most of the remaining

companies, growth—in revenues and peo-
ple—will, when the recession ends, eventually return.
But these companies face a dilemma: they need to re-
structure today while, at the same time, preparing for the
upswing tomorrow.

Philippe Rouxel, HR director at Rockwool France, em-
phasized that “while the building industry is in very

bad shape, defending our market share and sustaining
our growth in the long term are very important. We
have the tough responsibility to manage, simultane-
ously restructuring issues, defending our market share,
and retaining our best employees, especially in the
sales areas.”

Growth requires three fundamental people actions: one
is what we call “sourcing” (or recruiting), the second is
“development” (or training), and the third is “affiliation”
(or retention). All three actions recognize the need to
create sustainable business practices and to invest in

Exhibit 18. Companies with Highly Rated Capabilities in Sourcing (Recruiting), Development

(Training), and Affiliation (Retention) Were More Likely to Achieve Higher Profit Growth

Sourcing (Recruiting)

High profit
growth

Low profit
growth

Companies with
low-rated
capabilities in
sourcing (%)

Companies with
highly rated
capabilities in
sourcing (%)

Companies with

low-rated
capabilities in
affiliation (%)

Sources: Proprietary online survey; BCG/EAPM analysis.

Creating
sustainable
growth

Affiliation (Retention)

Development (Training)

High profit
growth

Low profit
growth

Companies with

Companies with
highly rated

low-rated
capabilities in

capabilities in
development (%)

development (%)

High profit
growth

Low profit
growth

Companies with

highly rated
capabilities in
affiliation (%)
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the long-term success of the organization. “We still have
ambitious growth objectives,” said an HR executive in
Bulgaria. “In this dynamic labor market and challeng-
ing business environment, a major priority for HR is to
ensure the proper sourcing, development, and affilia-
tion of people.”

In this section of the survey, to which 864 executives re-
sponded, we uncovered evidence that companies with
strength in these areas are more likely to have higher
profit growth than their respective peers. (See Exhibit 18.)
Companies with these strengths work harder at hiring,
training, and keeping their employees, and the effort pays
off. The links between both development and affiliation
and higher profits are particularly striking. Seventy per-
cent of the companies whose capabilities in development
were rated high also had higher profit growth, compared
with only 50 percent of the companies whose capabilities
were rated low. Likewise, 72 percent of the companies
whose capabilities in affiliation of staff were rated high
also had high profit growth, compared with 53 percent of
companies whose capabilities in this area were rated low.
A slightly weaker link exists between sourcing capabili-
ties and profit growth.

The survey uncovered the actions and approaches
that are used most frequently by companies deemed
to be successful in sourcing, development, and affilia-
tion. Companies without strong skills in these sustain-
able HR practices should try to emulate their best-in-
class peers.

Sourcing: What Works
in Recruiting Employees

Many companies have stopped recruiting in recent
months, while others have continued to hire in anticipa-
tion of an eventual recovery. (See the sidebar “Strategi-
cally Planning for Growth at UniCredit Group.”) “We cur-
rently have very good applications coming in,” said
Richard Pott, head of strategy and human resources, di-
rector of labor, and member of the board of management
at Bayer, a global conglomerate based in Germany. “Peo-
ple are coming to us looking for safety.” Likewise, the re-
cruitment committee of SFR, a French telecommunica-
tions operator, continues to meet every two weeks. The
company wants “to ensure that the recruitment of key
positions goes on despite restructuring,” said Marie-
Christine Théron, general director of HR at SFR.

Strategically Planning for Growth at UniCredit Group

An Eastern European subsidiary of UniCredit Group re-
cently embarked on an ambitious growth plan to triple the
number of its branches in three years. In order to fulfill
these aggressive growth plans, the bank turned to strategic
work force planning. In particular, the bank wanted to un-
derstand how to fill jobs in a rapidly growing market with
high turnover. Annual attrition was running at 32 percent
in the company, above the industry average of 24 percent.

To begin, the HR department assessed the likely supply of
employees by analyzing several demographic dimensions
five years into the future. Based on the bank’s growth plans,
the department then forecast anticipated demand across 56
different job families. Also, the HR department wanted to
understand the reasons behind its high attrition rate. There-
fore, the department conducted an online survey asking em-
ployees whether they were planning to be with the company
one year into the future and focusing particularly on the rea-
sons cited by employees who were planning to leave.

On the basis of the work force model and online-survey
results, the HR department created 38 initiatives to im-

prove recruiting and retention. The recruiting measures
were aimed mainly at achieving better penetration among
traditional recruits, tapping into new talent pools, and im-
proving the recruiting process. The retention measures
were focused on upgrading training and development, es-
tablishing long-term career and succession planning, and
improving compensation and benefits.

As a first step in implementation, the bank chose the ini-
tiatives that offered the highest potential impact. In re-
cruiting, those initiatives were conducting job fairs and
recruiting events, offering internships, expanding the fo-
cus beyond business students, improving the recruiting
process, and relying more on internal recommendations.
For retention, the bank set up a program for high-poten-
tial line managers and reassessed the pay system.

Once those were successfully rolled out, the bank unveiled
the remaining initiatives in two phases. Within a year, the
bank was able to demonstrably improve its employer
brand in the market and bring attrition down below the
industry average.
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During the recession, companies should try to maintain
strong HR practices so that they can respond quickly when
the economy turns. In particular, many companies are fac-
ing a wave of retirements and must be on the lookout for
talent. “Demographics is still a long-term challenge,” said
Stefan Lauer, chief officer of aviation services and human
resources and member of the executive board of Luft-
hansa, one of Europe’s biggest airlines. “We need to keep
this in mind and plan accordingly even during times of
economic crises.” Angel Jiménez Gutiérrez, general direc-
tor of security, organization, and human resources at Ren-
fe, the main provider of railway services in Spain, agreed:
“Despite cost control measures, we need to attract outside
talent to cover or replace key positions at our company.”

The task of sourcing employees covers a broad area,
embracing everything from tactical activities, such as

having a recruitment Web site and running newspa-
per ads, to taking strategic steps, such as tailoring re-
cruiting messages to appeal to potential groups of re-
cruits and developing an employer brand in the
market.

Companies that want to strengthen their recruiting prow-
ess should consider the actions that are most frequently
performed by companies with highly rated capabilities in
the area. (See Exhibit 19.) Besides creating an Internet
presence (a basic task), three other actions were popular
among top companies:

¢ Identifying recruiting needs precisely (performed by
70 percent of these companies)

¢ Offering internships for university students (67 percent)

Exhibit 19. Nine Actions Were Adopted by Most Companies Whose

Sourcing Capabilities Were Rated High

Which sourcing actions does your company take?

Creating an Internet presence/home page

Identifying recruiting needs precisely

Offering internships for university students

Controlling recruiting and staffing processes more closely
Running newspaper ads

Hiring recruiting companies

Having current employees recruit friends

Average rating of
current capabilities in each action

74
70
67
63
62
61

59

Systematically analyzing recruiting market

Tailoring recruiting channels to target groups of employees

Using temporary-employment agencies
to overcome short-term bottlenecks

Establishing a global talent pool within the company
Recruiting internationally for local jobs

Offering internships for high school students

Explicitly formulating a target candidate mix
Retraining people with alternate backgrounds

Defining a distinct employee value proposition
Sponsoring lectures and faculty positions at universities
Decentralizing recruiting

Maintaining a reserve of personnel for the company

Uncovering new talent pools
(for example, minorities, new universities)

Offering retirees an opportunity to return to the work force

Recruiting returning emigrants

Moving the business to markets with
a greater number of potential employees

55
54
49
40
37
36
32
29
28
27
26
24
21
19

13

Per of resp at panies
with highly rated capabilities in sourcing

Sources: Proprietary online survey; BCG/EAPM analysis.
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¢ Controlling recruiting and staffing processes more
closely (63 percent)

Identifying recruiting needs precisely and controlling re-
cruiting and staffing processes more closely are both activi-
ties that require operational excellence. Companies should
master these processes before they try more sophisticated
actions such as recruiting internationally for local jobs.

“Staffing is still a big challenge,” said Harald Borner, head
of top talent management at SAP, the German software
vendor. “We are still improving our qualification and
skills portfolio setup.”

Companies that have mastered these fundamental proc-
esses should selectively conduct more actions. (See the
sidebars “Tapping into New Talent Pools at a French
Bank” and “Going Global at BCG.”)

Development: What Works
in Training Employees

Many companies consider employee development to be
a key measure during a recession. Companies that train
employees during the downturn will be prepared to
seize advantage when the economy recovers. “In times
of crisis, some companies are winners, while others
lose,” explained Peter Vassilev, HR manager at EPIQ
Electronic Assembly Bulgaria, a contract electronics
manufacturer. “Winners use the crisis time for improve-
ment of internal processes. When the business environ-
ment gets better, the company will be ready to achieve
even more than before.”

Companies whose executives rated them high in terms of
development capabilities are focused on actions that are
practical and help employees acquire tacit knowledge that
is hard to learn in books. This holds especially for the top
two actions: training on the job, as well as general coaching,
counseling, and mentoring. (See Exhibit 20.) Two other ac-
tions companies that are deemed weaker in development
might want to focus on are top-management mentoring and
safeguarding experience through knowledge management.

Companies that are strong in these actions can work on
increasing their capabilities in more sophisticated facets
of development and training. (See the sidebars “Improv-
ing Skill Development at RWE” on page 36 and “Engag-
ing Top Talent at Finmeccanica” on page 37.)

Affiliation: What Works
in Retaining Employees

The recession may have momentarily masked the signifi-
cance of attrition. For example, in one plant of EPIQ Elec-
tronic Assembly Bulgaria, the attrition rate is just one-
third of its pre-October 2008 levels. Nevertheless,
undesired attrition is a large problem in most companies.
Even if it is not today, undesired attrition will return as a
major problem for companies as the economy improves.

Some 42 percent of the respondents told us that more
than half of the attrition at their companies is undesired.
(See Exhibit 21.) One-third of that group, or 14 percent of
all companies, said that about three-quarters of attrition
is undesired. Only 9 percent of companies, meanwhile,
said that nearly all of their attrition is desirable.

Tapping into New Talent Pools at a French Bank

A financial institution in France recently realized that it
faced recruitment shortages for thousands of entry-level
positions in its branches. When executives realized that
their traditional sources for candidates would be insuffi-
cient, they decided to fish in new ponds, interviewing
people with different educational backgrounds and em-
bracing a wider range of social and ethnic diversity than
they had in the past. They also shopped in other indus-
tries, such as travel and consumer goods. In one recruit-
ment round, more than 60 percent of its hires came from
those pools.

This approach required new recruiting techniques. The

bank, for example, transformed branches into recruiting

offices and altered its branding message to feature a
younger, “think different” tone.

The bank needed to make other changes to accomodate
the recent recruits. Executives modified the core banking
training in order to quickly give the new employees the
skills they needed. They also created mentoring initiatives
to ensure that the new hires would fit in at banks staffed

by colleagues from more traditional backgrounds.
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Going Global at BCG

Almost all companies create recruiting campaigns. But
they frequently are not executed—or they vary significant-
ly—across countries or segments.

BCG recently decided that, in order to be a truly global
organization, it needed to create a united, global recruit-
ing campaign—the type that would appeal to a student
who had grown up in South Korea, has studied in the Unit-
ed States and Spain, and is now looking for a job in Ger-
many. In the past, branding was largely decentralized.

BCG is a company with traditionally strong growth, and
the consulting industry has historically coped with a high
attrition rate. Both conditions complicate recruiting. BCG
needed to increase, diversify, and professionalize its re-
cruiting activities—with one campaign that would be rel-
evant from Abu Dhabi to Zurich.

To achieve this, the firm created a four-step process.

¢ Understanding Recruits. Conducting both global market
research with more than 4,000 participants and in-depth
focus groups, BCG discovered that personal develop-
ment was the most important goal for most applicants.
Furthermore, employees’ personal development is a

significant value proposition for BCG, so the recruiting
campaign focused on this as a central theme.

o Designing the Brand. BCG created the slogan “Grow Fur-

ther” to describe the aspirations of both applicants and
the firm. It was especially important to have an enticing
but credible value proposition that could pass the test
with discerning students. The slogan was created after
extensive testing and piloting at INSEAD and leading
U.S. business schools. (See the exhibit below.)

o Defining the Infrastructure. The company needed to set

up new global governance and creative design-team
structures and IT systems in order to ensure that the
campaign would be truly global.

¢ Planning the Rollout. Finally, the firm put in place a con-

crete plan, with deadlines and deliverables, to ensure
the success of both the new campaign and the global
change-management initiative that was required for it
to succeed in this highly decentralized company.

BCG now has a globally consistent campaign and value
proposition for securing what will be the firm’s most im-
portant asset: its future work force.

In a New Global Recruiting Campaign, BCG’s Slogan Highlights a Common Goal

of All Applicants
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Exhibit 20. At Companies Whose Capabilities in Development Were Rated High,

Respondents Lacked Confidence in Certain Important Actions

Average rating of
Importance of development actions? current capabilities in each action?

Training on the job

. General coaching,
counseling, and mentoring

Top-management mentoring

Safeguarding experience through
knowledge management

Structured coaching on the job
Job enrichment

Action learning

Trainee programs

Quality circles and project teams

Introductory sessions
and prejob training

Outsourced training

Job enlargement

Job rotation

E-learning

Corporate university programs

Educational sabbaticals

o TR Low B |

Sources: Proprietary online survey; BCG/EAPM analysis.
1Respondents were from companies whose capabilities in development were rated high.

Exhibit 21. Undesired Attrition Is a Major Concern at Many Companies

Respondents (%) Forty-two percent of respondents
indicated that more than half of
their attrition is undesired

Nearly all attrition About Between half and = Between half and About Nearly all
is desired three-quarters  three-quarters of = three-quarters of three-quarters attrition is
of attrition attrition is desired attrition of attrition undesired

is desired is undesired is undesired

Sources: Proprietary online survey; BCG/EAPM analysis.
Note: Percentages do not add up to 100 due to rounding.
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Improving Skill Development at RWE

RWE, one of Europe’s largest utilities, wanted to have a
better understanding of both the skills that its employees
possessed and the skills that the company required, so it
created a new training-management system. The goals of
the system were to identify training needs for employees,
improve training programs, enhance recruiting and staff-
ing processes, ease the staffing of projects, and manage
the process of skill development.

As a first step, RWE focused on cataloging attributes such
as the education, language skills, IT skills, and specific ex-
periences of all employees. Employees can voluntarily up-
date their training profiles on the system as they develop
new expertise in these areas.

Eventually, the company also plans to capture employees’
so-called soft skills, such as leadership qualities, capabili-
ties in team work, and mentoring. As a second step, the
company has defined skill requirements for each position.

The new system enables employees and their manag-
ers to meet annually for a detailed discussion about
training and development opportunities. It has also
helped identify gaps between existing and required
skills for all employees and job positions, producing
several tangible benefits for the company, HR depart-
ment, and employees.

The new system offers the following improvements:

Anouk De Blieck, HR director of Russia and CIS at Citi-
bank, sees retention as a key priority at her company.
“Attrition was very high in the last few years and will re-
main for us an area of focus in 2009. Although the eco-
nomic downturn has had an important impact on our
attrition numbers since the end of last year, we believe
that, as we are preparing our business for the future, the
retention and development of our talent and key per-
formers will continue to be a top priority. At the same
time, focusing on developing our people and engaging
them in the organization in the current environment will
also allow us to further build loyalty,” she said. Dmitry
Volokhov, the HR director at Gazprom Neft, an energy
company, agreed: “Our priority is to keep key people by
whatever action it takes.”

Affiliation is a complex topic influenced by personal, so-
cial, and company-related factors. (See Exhibit 22.)
Among company-related factors, the most important at-

¢ The company can identify future skill requirements
and shortages

¢ The company has improved the transfer of knowledge
across the organization

¢ The HR department has gained greater visibility into
existing and required activities in training and develop-
ment and is better able to support corporate strategy

¢ HR has also gained improved access to training data
through the standardization of information and processes

o Employees now have a better understanding of the
skills they need to advance at the company

o Employees have a process for identifying and receiving
the training they need

o Employees are now recognizing their responsibility to
seek out training, and this is encouraging a cultural
change in the company

Therefore, the new system benefits the HR department
and the employees. “The company, meanwhile, is better
at staffing jobs with more qualified employees and can
detect HR-related risks more swiftly,” said Alwin Fitting,
chief human resources officer and member of the man-
agement board at RWE.

tributes of companies with highly rated capabilities in
this area are the following:

¢ Strong leaders
¢ A positive working atmosphere

¢ Performance recognition and rewards

<&

Opportunities for training and development

Lo

The financial success of the company

Although companies need to do several things well in
order to produce strong leaders and strong performance,
creating a positive working atmosphere, rewarding and
recognizing performance, and offering training and devel-
opment opportunities are realistic short-term goals that
can be achieved through persistent effort.
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Engaging Top Talent at Finmeccanica

Finmeccanica is the main Italian industrial group operat-
ing globally in the aerospace, defense, and security sec-
tors—and one of the world’s leading groups in the fields
of helicopters, defense electronics, satellites, space ser-
vices, energy, and transport. Headquartered in Italy and
with a vast industrial base in the United Kingdom, as well
as important production facilities in the rest of Europe
and in the United States, Finmeccanica has a work force
of more than 73,000 people.

Finmeccanica has adopted a strong process for talent de-
velopment that highlights many of the steps taken by
other successful companies. In order to pinpoint and pro-
mote outstanding human resources and attract the best
and brightest of the world’s market, Finmeccanica has set
up a permanent, integrated, and international system for
education, management, and development. This system
targets different categories ranging from young university
graduates to experienced top-level managers and encom-
passes the various phases of professional growth from the
perspective of lifelong learning.

The company’s entry-level talent programs are large and
inclusive, but they become more selective as employees
rise through the organization. Roberto Maglione, executive
vice president of human resources, explained that the com-
pany’s Young People Program is a training and develop-
ment program dedicated to the young people of the group
and aimed, first, at introducing them to the complex world
of Finmeccanica and its distinctive values and, second, at
developing specific professional and managerial skills.

The company’s programs include the following:

& Master FHINK. The Finmeccanica Master’s Program in
International Business Engineering is an ambitious
project tailored to meet the group’s need to identify
and develop resources who are motivated and have
excellent professional skills in the global market. In
particular, the skills sought are those that can effec-
tively and immediately contribute both to the group’s

various operational processes and to the evolution of

its corporate culture.

Norbert Klusen, chief executive officer at Techniker
Krankenkasse, Germany’s leading statutory health-insur-
ance company is especially proud of the company’s em-
ployer branding and believes it is a key reason for the
company’s being viewed as an attractive employer. The
company has an annual attrition rate of only 1.7 percent,

o FLIP. The Finmeccanica Learning Induction Program is
an initiative whose goal is to engage and familiarize all
the new employees with the One Group company phi-
losophy and Finmeccanica’s primary drivers. The pro-
gram offers basic-skills training, which also seeks to
identify the most promising individuals.

¢ BEST. The Business Education Strategic Ten program is
the master’s program in general management targeted
to brilliant university graduates—from throughout the
group—who have been with the company for about
three years. It includes both online and in-class training.
This one-year program has attracted so far about 600
young people. Its top three participants enter the elite
Future L.I.F.E. Program.

o Future L.I.LF.E. The Future Learning Intensive Finmec-
canica Experience is an innovative training experience
that is an essential step in developing and grooming
young talent for management positions within the
group. The goal is to give employees an opportunity to
interact with excellent role models at the internation-
al level and to present their findings directly to top
management.

& CHANGE. Challenge Hunters Aiming at New Genera-
tion Excellence is an accelerated personal-develop-
ment and training program for “Rockets,” high-poten-
tial young employees. Its aim is to encourage
worldwide mobility within the group, increase the un-
derstanding of market trends and international sce-
narios, promote alignment with the company’s “man-
agerial competencies model,” and create better
understanding of the various approaches of different
operating companies through problem-solving train-
ing activities.

“With these and other programs, we make sure that top
talent is engaged and motivated from the very begin-
ning of working with us,” Maglione said. “We can steadi-
ly fill the pipeline for our different management posi-
tions and don’t have to take on the risk of bringing in
external candidates.”

well below industry average. While higher attrition may
bring in fresh blood, the company views low personnel
turnover as an indicator of high commitment and em-
ployee satisfaction. Low turnover helps to keep the com-
pany’s culture, working environment, and good reputa-
tion intact.
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Exhibit 22. At Companies Deemed Successful in Affiliation, Executives Rate Many

Characteristics High in Future Importance—but Their Capabilities Differ Widely

Average rating of current
Importance of affiliation characteristics® capabilities in each characteristic!

Strong leaders

Positive working atmosphere

Performance recognition and
rewards

Opportunities for training
and development

Financial success of the company
General career opportunities
Challenging work content

Positive ethics of the company
Good work-life balance

Security of the workplace
Well-known company brand name
Immediately visible supervisors
Fun at the workplace

Steep learning curve

Clearly defined job profile

High salary

Onboarding in coaching form?
Flat hierarchies

Onboarding in workshop form?
International career opportunities

High share of local employees

Low B | Low B ]

Sources: Proprietary online survey; BCG/EAPM analysis.
1Respondents were from companies whose capabilities in affiliation were rated high.
2“Onboarding” is the process for orienting new employees and helping them become productive quickly.
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Measuring People
Performance

s they pursue their people strategy, compa-

nies need to ensure that they stay on

course. Sailors would not venture into the

sea without maps, star charts, a compass,

and other instruments. Companies have
similar navigational tools for plotting the effectiveness of
their people strategies and their need for specific skills.
But unlike sailors, companies do not often use their
tools—or do not use them effectively.

In their finance departments, companies rely heavily on key
performance indicators (KPIs) and other metrics to evaluate
performance. But it is unusual for such yardsticks to be used
to evaluate staff, HR processes, and the performance of the
HR department. “The HR function suffers from a lack of
measurability of its impact,” said Hugo Bague, global head
of HR at Rio Tinto. “Unlike, for example, finance or, more
recently, IT, HR has historically struggled to demonstrate
achievement or return on investment. Unless it can show its
impact, it will be viewed as a cost center.”

Using KPIs to Improve Performance

Companies have created many KPIs related to people,
but they do not necessarily use them fully to improve
performance. After analyzing the 846 responses to this
section of the survey, we found that only half of the KPIs
listed in our survey were used often. When it comes to
implementing goals for KPIs or deriving concrete proc-
esses from these KPIs to improve results, companies are
even more cautious. (For a best-practice example of us-
ing KPIs, see the sidebar “Improving Performance
Through KPIs at Vodafone.”) Of the companies we found
that did track undesired attrition, for example, only 41
percent have defined a target rate and even fewer, 39
percent, have created a process for improving on this
metric. (See Exhibit 23.)

Companies do a better job of both measuring and taking
action on the quantitative KPIs that are relatively easy to
calculate. We found, for example, that the KPIs of em-

Improving Performance Through KPIs at Vodafone

Vodafone Italia, a subsidiary of one of the world’s leading

mobile-communications groups, is a strong proponent of

measuring HR results and relying on its performance-
management system to drive results. The operator uses
several quantitative KPIs to assess the quality of the HR
department in recruiting, training, talent mobility, attri-

tion, personnel costs, service levels, and effectiveness of

the performance management system.

Its performance-management system is especially critical
to the company’s overall corporate success. Under the
system, the performance of each employee is plotted on a

bell curve at least once a year. Armed with this informa-
tion, the HR department can derive specific actions for
each employee.

While training for employees to the left of the curve em-
phasizes fundamental skills, employees toward the right
of the curve can enroll in advanced courses. Top talents
identified as being “ahead of the curve” also receive quick
promotions to make sure that they stay with the company.
Since the start of this KPI-driven process, the operator’s
attrition rate among its best performers has been signifi-
cantly lower than before.
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Exhibit 23. Although Several KPIs Are Widely Used, Many Companies Do Not Have

Processes to Improve Results

How frequently does your company
use the following KPIs?

Employee head count
Cost of personnel
Employee absences
Recruiting intake
Training hours/days
Employee productivity
Trainee head count
Undesired attrition
Desired attrition

Employee commitment

Average length of job
vacancies

Quality of HR processes

Share of internally placed
leadership positions

Value added per person

Never o Aways |

Sources: Proprietary online survey; BCG/EAPM analysis.

ployee head count, personnel cost, and employee absenc-
es were commonly used.

KPIs that require greater sophistication are used much
less frequently. As we discussed above, executives expect
that enhancing employee commitment will be one of their
key people challenges in the future. Yet we found limited
use of KPIs that cover employee commitment. (See the
sidebar “Making HR a Business Partner at Commerz-
bank” for an example of using KPIs.)

Value added per employee is potentially the most valu-
able KPI because it highlights employee productivity in a
way that the other measurements do not. But few com-
panies use this KPI. Of those that do, 71 percent use only
rough guides, such as revenues, as proxies for value, rath-
er than more analytically valid metrics. (To understand
BCG’s approach to this KPI, see the sidebar “Workonom-
ics: A New Way to Calculate Profit.”)

Despite spending a considerable amount of time collect-
ing data on people and people processes, few companies
go beyond reporting their findings to board members and
executives. For example, at 43 percent of the companies,

For which KPIs does
your company have
goals in place?

For which KPIs does your
company have processes
to improve results?

Percentage of respondents whose companies use KPIs

HR board members, are the main recipients of KPIs for
reporting purposes, but KPIs are discussed with HR board
members at only 37 percent of the companies and are
tied to the compensation of HR board members in just
21 percent of the companies. (See Exhibit 24.)

Companies may want to embrace KPIs more fully be-
cause, among other reasons, new regulations that are
likely to emerge in some countries will require compa-
nies to report more data in order to evaluate staff and
HR processes.

Recognizing the Importance
of Planning and KPIs

Companies that have successfully restructured have faced
many of the same challenges that confront almost all com-
panies today—notably, the need to maintain employee
commitment in the face of adversity. KPIs have played a
role in how these companies have made it through their
tough times. That conclusion emerged when we compared
the survey results for the companies identified by their ex-
ecutives as having high capabilities in restructuring with
those of companies with capabilities rated low in this area.
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Making HR a Business Partner at Commerzbank

Banks have a wide range of
KPlIs related to risk, but many
do not have similar measures
for their own staff, their most
important assets. All compa-
nies should have both quanti-
tative people metrics—such
as value added per person or
productivity measures—and
qualitative yardsticks that cov-
er such attributes as leader-
ship and employee commit-
ment. Finally, they should also
have metrics measuring the
efficiency of HR processes.

In early 2006, Commerzbank

An HR Cockpit Can Pinpoint Potential Problems

Business Segment 1—Region 1—Main Branch 11

Contribution

margin per full-
time equivalent
(FTE)

Actual (€)
Plan (€)

Gross income

per FTE a

c

commitment
index

[

Personnel

sourcing g
Bottleneck risk

structure E

Development
and training.

Expense
per FTE

=

Attrition

management g

risk

ion risk

Total HR
expense

—

Total personnel

FTE
[T

Compensation
and incentives g

Exit risk

decided to improve its HR-
controlling mechanisms.t It
adopted the following core
principles:

Source: BCG case experience.

¢ HR controlling is a service for internal customers, not
at end in itself

¢ HR controlling should be embedded in the organization

¢ Executives should have an HR cockpit that displays
metrics relating to both quantitative and qualitative
performance as well as HR processes and risk

¢ HR executives should be able to interact with business
executives as partners

¢ All HR data should be consistent, clearly defined, and
self-explanatory

On the basis of those specifications, an overall HR cock
pit was developed consisting of the following dashboard
components:

© The quantitative dashboard summarizes data relating to
productivity controlling (the value added per person),
personnel cost controlling, and head count controlling
by branch. (See the exhibit above.)

¢ The qualitative dashboard provides a snapshot of em-
ployee commitment (based on employee surveys), em-
ployee competencies (based on staff assessments), as
well as qualitative information on, for example, talent
development.

<

The process dashboard outlines the efficiency of HR proc-
esses related to hiring, compensation, and training.

o The risk dashboard identifies lagging motivation, unde-
sired attrition, career bottlenecks, and other potential
problems. It displays key indicators and possible prob-
lem areas. Users can drill down into individual depart-
ments, examining subcomponents of each KPI.

For example, a user can click once to discover gross rev-
enues per employee and overall employee commitment
atindividual branches. If one branch has excellent results
in both quantitative and qualitative metrics, an opportu-
nity to export best practices exists. Likewise, if another
branch has low quantitative and qualitative scores, there
might be a need for coaching, job rotation, or training.
“The combination of the qualitative and the quantitative
dashboards helps the HR business partner to play his
role seriously,” explained Ulrich Sieber, group manager
of HR at Commerzbank.

The HR cockpit is a tool that allows HR managers to cre-
ate real value for other departments of the company.
While it helps identify a problem, it does not offer simple
solutions. Rather, it empowers HR managers to lead a
fact-based discussion with business executives in order to
devise specific and tailored answers.

1. Controlling is a European term that encompasses the annual
planning and budgeting, regular performance reviews, and incen-
tive and compensation setting that all companies perform.
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Workonomics: A New Way to Calculate Profit

At many companies, personnel costs exceed capital-relat-
ed costs, skewing the relevance of traditional capital-ori-
ented performance metrics such as return on capital.
With few hard assets on the books, a company can post
seemingly high returns but nonetheless be struggling. Al-
ternatively, it can post volatile returns when the underly-
ing business is sound. Another approach, Workonomics,
gives a true indication of the fundamentals of the busi-
ness by shifting the focus to people rather than capital.

The standard calculation for earnings can be reformulat-
ed in a few quick steps to achieve this shift. In this refor-
mulation, people become a source of value rather than
just a cost factor.

We start with the calculation of earnings before interest
and tax (EBIT):

Revenues Depreciation

EB|IT=R—M|C—D—P|C

Earnings  Material Personnel
before costs costs
interest

and tax

Employees are at the core of the value chain, so we want
to rephrase the equation to understand the contribution
per employee. We use algebra to factor in the number of
people employed (P):

EBlT{—R‘MC‘D—ﬂ:]P

P P
/ / \
Value added Average People
per person  cost per employed
(VAP) person P)
(ACP)

The equation determines an average personnel cost per
person employed (ACP) and the value added per person
(VAP). What exactly does VAP reveal? To answer this ques-
tion, we offer the following simple graphic:

ve—[§§g]--r
|

Employees generate revenues (R) from their customers,
so the simplest productivity metric is revenues per per-
son (R / P). Many companies use this metric. But, to gen-
erate revenues, employees need materials, which are
represented by MC (material costs), and use machines
and other assets that are accounted for through depre-
ciation (D). They add value by leveraging these inputs. So
a more sophisticated productivity metric would recog-
nize material costs and depreciation through the equa-
tion (R — MC - D) / P. We refer to that term as value
added per person in the second equation. Therefore,
EBIT can be written as:

EBIT = (VAP - ACP) P

In this rephrasing, EBIT is expressed through three peo-
ple-oriented metrics—the difference between the produc-
tivity and the average personnel cost per employee multi-
plied by the number of employees. This equation links HR
controlling with the key financial metric. If a company
uses a financial metric other than EBIT (such as econom-
ic profit) the equation can be readily adjusted.*

These new HR metrics are easy to calculate for compa-
nies or business units. Value added per person can be the
starting point for understanding the productivity of busi-
ness units and for adequately compensating value-added
performance, as well as controlling personnel costs and
head counts. (For more about Workonomics in action, see
the sidebar “Making HR a Business Partner at Commerz-
bank” on page 41.) These insights into people perfor-
mance will enable companies to make smarter and bet-
ter-balanced decisions, especially if they want to cut costs
wisely in times of crisis.

1. For more information, see Felix Barber and Rainer Strack, “The
Surprising Economics of a ‘People Business,”” Harvard Business Re-
view, June 2005.
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Exhibit 24. Companies Do Not Generally Tie KPIs to Compensation

At your company, who are
the main recipients of KPIs
for discussion purposes?

At your company, who are
the primary people whose
compensation is tied to KPIs?

At your company, who are the main recipients
of KPIs for reporting purposes?

Corporate board

Business unit head 57
HR directors 52
Responsible line managers 46
HR department 44
HR board member 43

Sources: Proprietary online survey; BCG/EAPM analysis.

About 54 percent of the companies whose capabilities
were rated high, for example, tracked desired attrition,
compared with only 24 percent of the companies deemed
weak in restructuring. The so-called soft metric of em-
ployee commitment was tracked by 55 percent of the
highly rated companies and 37 percent of the companies
that were rated low. Across the board, companies deemed
strong in restructuring used KPIs more frequently than
those deemed weak. The hard work companies put into
KPIs seems to pay off.

At least one other characteristic separated companies
judged to have strong capabilities in restructuring from

53 26
49 33
45 29
42 27
37 21

Percentage of respondents

those whose capabilities ranked low. We found that the
highly rated companies gave their HR departments a
larger role in tracking KPIs and in helping to set the gen-
eral direction of the company. Half of the companies with
strong capabilities in restructuring said that the HR de-
partment was always involved in strategic matters; that
share dropped to 29 percent for the companies deemed
to have weak capabilities in restructuring.

These results should be instructive for all companies. It
pays to involve the HR department in corporate-planning
activities and to create, use, and modify activities based
on KPIs for people and people processes.
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Creating Sustainable
HR Practices

he role that people practices can play in cre-

ating sustainable HR practices is frequently

overlooked. In 1987, a United Nations com-

mission defined sustainability as “meeting

the needs of the present without compro-
mising the ability of future generations to meet their own
needs.” While this definition originally referred to the in-
terplay of economic development and environmental
protection, it can also apply to how companies manage
their need for people today and in the future and how
they interact with the world.

Many companies take a long-term perspective on manag-
ing their work force and focusing on ethical behavior and
corporate social responsibility, but others can be short-
sighted. Consider that a leading cause of today’s financial
crisis was the fact that the incentive systems at many fi-
nancial institutions emphasized short-term profit over
long-term growth. Those practices were unsustainable,
and the global economy is paying a steep price. And the
way that companies across all industries handle the fall-
out of the crisis—in particular, how they conduct merg-
ers, restructurings, or plant closures—can damage their
employer brand for years.

Sustainable HR practices are those that help a compa-
ny survive today and thrive tomorrow. For example,
improving employer branding is an important topic—
and managing diversity and managing work-life balance
are somewhat important—in countries such as Bul-
garia, Germany, and the Netherlands and in industries
such as insurance, media and entertainment, and retail.
Across all countries and industries, it is a fact that many
candidates do not apply to work at a company that
they consider to be irresponsible or to have a weak em-
ployer brand.

Our survey uncovered evidence that companies that have
built strong capabilities in the sustainable HR topics—im-
proving employer branding, managing diversity, managing work-
life balance, or managing corporate social responsibility—are
more successful in the critical actions of sourcing, developing,
and affiliating employees than are companies with weak ca-
pabilities in those topics. (See Exhibit 25.) For example, com-
panies with strong capabilities in managing corporate social
responsibility were deemed by their executives to be 13 per-
cent more successful in affiliating employees and 18 percent
more successful in developing them than were companies
whose capabilities in the topic were perceived as being low.

Sustainability ought to be part of discussions about all ma-
jor corporate initiatives. Executives should be weighing
both preventive actions (for avoiding long-term damage to
their company’s image) and long-term actions (for fostering
and promoting sustainable behavior). “Long-term success in
sustainability is truly enabled where it is integrated into
leadership development,” said Heiko Hutmacher, senior
vice president of HR and organization at AkzoNobel, one of
the largest paint and coatings companies in the world.
“Where the business agenda and personal development are
aligned, a higher level of performance will be achieved.”

In practical HR terms, sustainability consists of the fol-
lowing three components:

¢ Long-term HR management that focuses on employ-
ability, diversity, work-life balance, and engagement

¢ Ethics that help prevent inappropriate or irresponsible
behavior

¢ Corporate social responsibility efforts that encourage
employee involvement in the greater community
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Exhibit 25. Companies Whose Capabilities in Sustainable HR Topics Were Rated High Were

Deemed More Successful in Employee Sourcing, Development, and Affiliation

Managing corporate social responsibility

FIT!

Sourcing Development Affiliation

Average score for
success in activity

@

High

Managing work-life balance

ITT

Sourcing Development Affiliation

Average score for
success in activity

High

Sources: Proprietary online survey; BCG/EAPM analysis.

Improving employer branding

i@i@

Average score for

success in activity
High

Sourcing Development Affiliation
Managing diversity
Average score for
success in activity e
High
Sourcing Development Affiliation

[l Companies whose capabilities in sustainable HR topics were rated low
[0 Companies whose capabilities in sustainable HR topics were rated high
O Percentage difference between average scores for success in activity

Note: In our survey, respondents were asked to use a five-point scale to rate the success of their company in employee sourcing, development, and
affiliation activities. Respondents from companies whose capabilities in the sustainable HR topics were rated high had higher average success scores in

the three activities than did companies whose capabilities were rated low.

Long-Term HR Management

When companies take a long-term view of HR practices,
they gain several benefits, among them: a better working
atmosphere and a better-trained work force. Diversity, for
example, not only has a positive social impact but also
gives the company access to a wider pool of talent. Saint-
Gobain, a building-materials company based in France, has
consciously gone about increasing its percentage of female
employees.

“The representation of women is still rather low due to the
nature of the activities in building distribution,” said Gilles-
Henri Dubouillon, vice president of HR for Saint-Gobain
Building Distribution. “However, we have recently put in
place voluntary policies in recruitment and career develop-
ment in order to upgrade the share of women in leading
positions and in our talent pools.”

Companies tackle long-term HR management in differ-
ent ways.

¢ Irish Life & Permanent, an insurer, is currently offer-
ing employees financial incentives to take sabbaticals
of two to three years. “This allows us to retain our
key talented resources in the midterm,” explained
Tony Hession, group head of HR and organization
development.

¢ Veolia Environnement, a large European utility, pro-
vides training that enables employees to earn govern-
ment diplomas through 12 training centers worldwide.
These centers increase the company’s attractiveness
and raise employees’ skill levels so that the company
will be able to meet strategic objectives. Véronique
Rouzaud, senior vice president of HR for the company,
stresses that “this is central to the social contract that
the company wants to set with its employees: to de-
velop their internal and external employability.”

¢ OMV, a leading oil and gas corporation based in Vi-
enna, has implemented a career- and succession-plan-
ning program to ensure a plentiful supply of leaders to
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support its growth strategy and build employee en-
gagement. The program, which is jointly owned by
employees, line managers, and the HR department,
creates career and development paths for employees.
Its success is determined through several KPIs.

¢ A U.K. subsidiary of a French insurer has created a
health center that offers free advice on nutrition, stress,
exercise, and sleep and offers athletic programs at at-
tractive rates.

When difficult decisions—such as whether or when to
ask employees to take early retirement or whether or
when to close a plant—arise, companies with sustainable
HR practices are usually thoughtful and tactful in their
approach. They are willing, for example, to wind down
operations over several years in order to help communi-
ties prepare for the departure of a major employer.

Ethics

The HR department should play a strong role in estab-
lishing ethical standards and preserving corporate cul-
ture. Incentives based in the wrong standards can lead to
inappropriate behavior by executives and harm the cor-
porate image. But by closely linking review and perfor-
mance processes with ethical norms, the HR department
can enhance business success. These norms can be “em-
bedded in all HR policies, procedures, and practices and
reflected in employees’ behaviors,” said an HR executive
from a Bulgarian company.

Although the commitment to ethical behavior needs to
originate at the top of the organization, the HR depart-
ment can ensure that employees have the right incen-
tives to do the right thing. A leading European bank re-
cently linked the size of bonuses to ethical behavior.
Under the program, which uses clear and objective crite-
ria, an employee who acts unethically risks not receiving
a bonus. (See the sidebar “Making Ethics and Values
Count” on page 10 of the White Paper that is enclosed
with this report.)

Some companies build an ethical dimension into their
overall brand. In those cases, the HR department plays an
even more important role in promoting and fostering
ethical behaviors and initiatives.

Corporate Social Responsibility

Over the past few years, the relevance of corporate social
responsibility has surged dramatically. In many European
countries, for example, social-rating agencies assess a
company’s effect on society. Although this topic is not a
direct responsibility of HR, HR executives can facilitate
and support initiatives in managing corporate social re-
sponsibility as vehicles for building brand and recruiting.

¢ A French mobile-phone operator offers paid sab-
baticals to employees who work on projects that en-
hance the company’s image in managing corporate
social responsibility.

¢ A large French food company has established a com-
mittee for corporate social responsibility at the highest
level of the organization. And one-third of the variable
pay of various executives is tied to their success at
implementing societal goals.

¢ A global drug company based in the United Kingdom,
recognizes that its success depends on public trust, so
it has made corporate social responsibility one of its
strategic pillars. The HR department actively monitors
how the company conducts research and produces,
markets, and sells products. The department has cre-
ated both incentive systems and training to promote
responsible practices.
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Pulling It Together

xecutives need to recognize that the econo-

my will eventually recover. They will live for

years to come with the choices they make

today. The HR department needs, therefore,

to both help the organization today and en-
sure prosperity tomorrow. This is a daunting as well as
exciting challenge.

This report highlights core HR issues and priorities and
provides a suitcase of strategies and actions for HR ex-
ecutives and business leaders—not only during the crisis
but also beyond. Although every company faces unique
challenges, the case studies presented in this report offer
a broad spectrum of best practices that can serve as use-
ful guideposts.

Executives should decide which topics are most relevant
to their organization and create initiatives and projects
for achieving excellence in those areas. HR executives
should then compare the list of the targeted planned
projects with those activities currently under way at their
company.

With support from top management, HR executives
should decide which new initiatives and projects to intro-
duce, which ones to change, and which to stop. It is criti-
cal that they establish clear accountabilities, milestones,
and targets. While it may be tempting to focus only on
short-term cost-containment projects, the best companies
will also plot ways to create permanent and sustainable
people advantage.
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Appendix I

Profiles of Focus Countries

Europe is an economically diverse continent, with a wide
range of industries and markets. While some HR topics,
such as managing talent, are universally important, others
vary significantly in their importance depending on local
conditions.

In this appendix, we briefly profile 11 focus countries cho-
sen to represent a broad spectrum of concerns and chal-
lenges across Europe. Appendix II contains snapshots of
14 additional European countries; Appendix III, snap-
shots of 15 industries.

Austria

Managing talent was the top future topic for respondents
in Austria, followed by enhancing employee commitment
and improving employer branding. (See Exhibit 1.) OMV, a
large oil player, has successfully been managing talent by
identifying those employees who are high performers
and those who have potential. “We recruit from our
‘goldfish pool,” the top-performing employees with excel-
lent future potential,” said Georg Horacek, HR senior
vice president.

Exhibit 1. Austrian Companies Will Focus on Managing Talent and Enhancing Employee

Improving
leadership
development

Commitment

Delivering on
recruiting

trategu:allK planning
the work force

Transforming HR
into a strategic

partner Measuring

work force
performance

Mana(ﬂ glchange
u

tural
ansformation Improving employer
branding
5 Managing

demogral h1c
Becoming a E agmg
learning M

orgamzatlon ana

Future
importance

Sample size: 76
work- fe

balance
Mana? Relevance
exibility today
asuring HR performance ° .
joray Managing Medium
globali- ) need
zation Low  High Bt
Managing

diversity

Current capability

Low

Sources: Proprietary online survey with responses from Austria; BCG/EAPM analysis.
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Not all executives agreed that improving employer
branding should be a key topic in this market. “The cri-
sis has changed the work of our HR department radi-
cally,” said Georg Reiser, head of corporate HR at
Voestalpine, a large steelmaker. “Topics deemed a lux-
ury—such as employer branding—have been
stopped.”

Instead, Voestalpine is focusing on programs to encour-
age early retirement, flexibility, and outplacement.
“Saving costs has become our number-one issue,”
Reiser said.

Compared with rankings by Austrian executives in 2007,
enhancing employee commitment has moved into the red
zone as a high-priority topic in the latest rankings, while
several topics such as improving performance manage-
ment and rewards as well as managing work-life balance
have dropped from the list of top-priority challenges.
Executives’ assessments of capabilities in providing
shared services and outsourcing HR have also declined
since 2007. Their assessments of capabilities in improv-
ing leadership development, a topic of high future impor-
tance, have risen.

Bulgaria

Executives in Bulgaria, where the economy grew by 6 per-
cent in 2008, rated the capabilities of their companies
below the European average. They identified a full suite
of high-priority topics, citing managing talent, enhancing
employee commitment, transforming HR into a strategic part-
ner, and improving leadership development as the most im-
portant. Five other topics landed in the red zone, creating
a broad HR agenda in Bulgaria. (See Exhibit 2.)

Bulgaria still has a long way to go when it comes to man-
aging talent. “Although we are one of the leading compa-
nies in Bulgaria, we still do not have a succession plan for
our key positions,” said one senior manager from a large
Bulgarian company. Another interview partner shared a
similar view about transforming HR into a strategic part-
ner. “HR is not well positioned compared with other de-
partments,” she said. “We do not have an HR member on
the board of directors, and we are only considered when
it comes to support, not strategy.”

Enhancing employee commitment has also leaped across
the chart from the green zone to the red zone since 2007.

Exhibit 2. Bulgaria Has a Full HR Agenda That Includes Managing Talent and Transforming

HR into a Strategic Partner
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Interestingly, in 2007, respondents rated their capabilities
in transforming HR into a strategic partner higher than
they did in our latest survey.

France

In France, the top three topics were managing talent, im-
proving leadership development, and measuring work force
performance. (See Exhibit 3.) This third topic has taken on
added urgency in recent months. To adjust to the new
environment, an HR executive of a French hotel chain
said that his company is creating new KPIs that focus on
levers directly influenced by employee performance rath-
er than corporate earnings. It also decided to offer incen-
tives quarterly rather than annually, given the current
economic unpredictability.

The topics restructuring the organization and delivering
on recruiting have risen in importance in France since
2007. Marie-Christine Théron, general director of HR at
SFR, a telecommunications operator, said that her com-
pany tries to anticipate changes in the business environ-
ment and the need for various skills. Managers discuss
these shifts with employees and their representatives

and develop training programs targeting skills needed
in the future.

When it was considered one topic, measuring HR and
employee performance landed in the red zone in 2007,
but when the two topics were considered separately in
our latest survey, they moved in different directions.
Measuring work force performance remained a high-prior-
ity topic, while measuring HR performance dropped from
the red zone.

Germany

The top three topics in Germany were managing talent,
managing demographic aging, and improving employer
branding. Strategically planning the work force trails these
topics slightly, and all four topics are interrelated. (See
Exhibit 4.) Zygmunt Mierdorf, chief information officer,
HR executive vice president, and member of the man-
agement board of retailer Metro, explained the impor-
tance of two of these topics: “A systematic talent-man-
agement process as well as a focus on demographic
changes are the key challenges for us—especially in the
retail sector.”

Exhibit 3. In France, Managing Talent, Improving Leadership Development, and Measuring

Work Force Performance Ranked Highest
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Exhibit 4. German Respondents Will Focus on Managing Talent, Managing Demographic
Aging, and Improving Employer Branding
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Most companies are aware of the demographic shifts in
Germany that will reduce the size of the work force in
the future. As Wolfgang Brezina, chief human resources
officer and member of the management board of Alli-
anz Deutschland, pointed out, “One of our highest pri-
orities is to engage in strategic work force planning in
order to fully understand our future work force supply
and demand.”

German respondents have again rated managing demo-
graphic aging (a topic that was included under managing
demographics in our previous reports) as one of their key
challenges, but they did not rate it as highly as managing
talent. Improving employer branding, a topic newly intro-
duced in our latest survey, also appeared in the red zone
as a high-priority topic. Companies are especially keen on
mastering the topic so that they can target candidates in
high demand, such as engineers.

Enhancing employee commitment, a topic that was rated
highly in most other countries, remained a low-priority
topic in Germany, falling in the green zone in our latest
survey. Delivering on recruiting, in the meantime, has in-
creased in future importance since 2007.

Ireland

Compared with their peers, executives in Ireland ex-
pressed confidence in their capabilities. The main topics
on their agenda were improving leadership development,
managing talent, and enhancing employee commitment. (See
Exhibit 5.) “Our success in managing difficult situations
in the past, both in business and in people management,
gives employees the confidence to stay with us even in
challenging times,” said Jack Golden, HR director at CRH,
the international building materials group. Niall Saul, HR
director at McNamara Construction, explained that “the
truly successful companies will be the ones that master
this challenge—we will see higher attrition rates at firms
that are not as successful because they tend to be slower
to react to the trend and often find themselves with fewer
options when they finally decide to take action.”

Still, the picture for Ireland has changed dramatically
since 2007. Managing work-life balance has moved out of
the red zone, and executives rate their current capabili-
ties in managing talent significantly higher than they did
before. Improving leadership development is now the most
important topic in the country and the only topic fully in
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Exhibit 5. Confident in Their Overall Capabilities, Irish Executives Will Focus on Improving

Leadership Development
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the red zone. In a time of uncertainty, people look for
strong and decisive leadership. Meanwhile, the future im-
portance of delivering on recruiting has dropped.

Italy

Italy’s topic agenda closely resembles the agenda for Eu-
rope overall. Italian executives chose managing talent,
improving leadership development, and managing change
and cultural transformation as the top three topics. (See
Exhibit 6.)

At Lavazza, a coffee producer, the focus is on hiring talent
with a long-term view. “Before summer 2008, our strategy
of hiring was mainly driven by our need for talent in all
areas to fuel our expansion,” said Enrico Meraldi, director
of HR and organization. “Today, we still hire talent, but
we orient new employees primarily toward the key areas
for our business development.”

Enel, one of the largest utilities in the world, has been
dealing with significant change-management challenges.
“Over the last eight years, we have moved from 64,000 to
41,000 employees in Italy, while growing abroad from 200

to 18,000 employees,” said Massimo Cioffi, executive vice
president of HR. Over the next several years, the com-
pany will need to bring on board about 20,000 new em-
ployees from the latest acquisitions.

Managing change and cultural transformation has declined
slightly in future importance since 2007, but it remained
in the red zone as a top priority. Transforming HR into a
strategic partner has increased in future importance, and
current capabilities have declined. Mastering HR processes
has moved from the green into the yellow zone, becom-
ing a topic with a medium need for action. The topic with
the greatest rise in future importance since 2007 is en-
hancing employee commitment, which moved into the red
zone in our latest survey.

Netherlands

Dutch executives rated the HR capabilities of their compa-
nies—especially in mastering HR processes—lower than
many other European respondents did. The key future is-
sues cited in the Netherlands were managing talent and
improving leadership development. (See Exhibit 7.) Hayko
Kroese, the global head of HR management at Philips, said
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Exhibit 6. Italian Executives Cited Several Priorities, Including Managing Change and

Cultural Transformation
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Exhibit 7. Executives from the Netherlands Placed Emphasis on Managing Talent and

Improving Leadership Development
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that companies in the country must learn “how to reduce
head count and keep employee confidence and commit-
ment high at the same time.” He also saw the current crisis
as a chance, however, for HR departments to prove their
worth and become “the voice of the company.”

Managing corporate social responsibility is one of the few
topics for which executives in the Netherlands ranked
their companies’ capabilities more highly than did execu-
tives in the rest of Europe, on average. At KLM Royal
Dutch Airlines, now part of Air France-KLM, corporate
social responsibility ranks high on the CEO’s agenda, ac-
cording to Wim Kooijman, executive vice president of HR
and industrial relations. “HR is one of the catalysts; corpo-
rate social responsibility is never an issue for one depart-
ment alone,” he explained. The HR department manages
initiatives related to employability, health, and charity.
KLM is supporting a venture to fight AIDS in Africa.

Norway

Four topics ranked high on the HR agenda in Norway:
managing talent, strategically planning the work force, becom-
ing a learning organization, and improving leadership devel-

opment. (See Exhibit 8.) StatoilHydro, the international oil
and gas company headquartered in Norway and one of
the largest companies in Europe, highlights the importance
of strategic work force planning and a focus on compe-
tence development. “We need to make sure our work force
has the right competencies and capacity within each busi-
ness area to match our strategy, both in the short and long
term,” said Jens Jenssen, senior vice president of HR.

Schibsted, a media conglomerate, has been affected by
the downturn both in media properties and in the econ-
omy. Nevertheless, the company is trying to hold on to
talent. “We need to make sure to keep our talent proc-
esses and recruiting at a world-class level,” said Cathrine
Foss Stene, senior vice president of HR.

Norwegian executives view the topics strategically plan-
ning the work force and managing demographic aging very
differently. While the former topic landed in the red
zone as a top priority, managing demographic aging fell in
the lower-right corner of the chart, in the yellow zone.
Managing talent and improving leadership development re-
mained significant challenges, while Norwegian respon-
dents ranked their companies’ capabilities in transform-

Exhibit 8. In Norway, Managing Talent, Strategically Planning the Work Force, and

Becoming a Learning Organization Emerged as the Top HR Challenges
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ing HR into a strategic partner higher in our latest survey
than they did in 2007.

Russia

The most important topics in Russia are enhancing em-
ployee commitment, improving performance management and
rewards, and improving employer branding. (See Exhibit 9.)
“Companies need to make sure to communicate strongly
and strategically with their employees,” said Dmitry Vo-
lokhov, HR director at Gazprom Neft, an energy company.
From our interviews, we learned that executives are con-
cerned that many companies are neglecting improving
employer branding as they scramble to save costs—a deci-
sion that may have negative effects down the road.

Some companies, such as Citibank, are revising their per-
formance-management systems in light of the recession.
“Especially in an environment of change, it is important
to set a clear strategy for where we are going as a busi-
ness. Focusing on the short term but planning for the
long term is also indispensable. By establishing clear
goals and development plans as the basis for managing
this performance, people also understand how they can

grow with the organization both personally and profes-
sionally,” said Anouk De Blieck, HR Director of Russia
and CIS at Citibank.

The survey results for Russia have changed substantially
since 2007, when managing corporate social responsibility
and managing talent were the most important topics.
These topics have fallen in future importance, while both
improving performance management and rewards and trans-
forming HR into a strategic partner have moved into the
red zone as top HR challenges. As in many other coun-
tries, enhancing employee commitment has moved from the
green into the red zone since 2007.

Spain

Spanish respondents chose managing talent, improving
leadership development, enhancing employee commitment,
and becoming a learning organization as their most press-
ing topics. (See Exhibit 10.) At mobile telecommunica-
tions operator Telefénica Mdviles Espafa, “the key chal-
lenge in talent management is anticipating exactly what
type of capabilities we are going to need,” said José Bu-
queras, the company’s head of HR planning. “We all see

Exhibit 9. Russian Executives Expressed Concern About Enhancing Employee Commitment,
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High

Measuring work force
performance

Mastering HR
processes

Future
importance

Strategically
planning the
work force

Providin;
and outsourcing HR =———

Low

Measuring HR

performance

Managing flexibility_Managing responsi-

roving leadership development
Managing change and

cultural transformation \
Managing work-life balance
Managing diversity
shared services

Managing _4
. globalization
High Low

strategic
partner

Becoming .
alearning Managing

organization Corporate
social

Sample size: 86

Relevance

today

gﬂanagmg MediL(ij
104 : nee:

graphic  Low High

§g.iﬁg g to act

talent bility

anaging——

Current capability

Sources: Proprietary online survey with responses from Russia; BCG/EAPM analysis.

CREATING PEOPLE ADVANTAGE 55



Exhibit 10. In Spain, Enhancing Employee Commitment and Becoming a Learning

Organization Rank Among Key Topics
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change coming, but accurately defining the required pro-
files is often a difficult task.” For Valeriano Torres, HR
director at energy company Gas Natural, the problem
also touches on improving employer branding; he ex-
plained, “Attracting talent in the oil and gas sector is a
key challenge, as there are big differences between what
companies offer and the demands of graduates.”

Compared with the 2007 rankings, managing diversity has
dropped sharply out of the red zone in Spain and is no
longer a top HR priority. Managing talent, enhancing em-
ployee commitment, and becoming a learning organization
remain important future challenges. They have been
joined by improving leadership development, even though
our previous survey showed that executives perceived
their companies to be highly capable in this topic in 2007.

United Kingdom

Respondents from the United Kingdom chose four key
future topics: managing talent, improving leadership devel-
opment, strategically planning the work force, and enhancing
employee commitment. (See Exhibit 11.) Explained the HR
director at a pharmaceutical company based in the Unit-

ed Kingdom, “In a diverse environment, the HR function
needs to have an eye on the future. We should maintain
a focus on succession planning, talent management, and
leadership capabilities.”

Despite the short-term challenges posed by the recession,
a number of companies are also actively maintaining a
longer-term focus. At Rio Tinto, a mining company, while
the majority of the HR team focuses on tackling the busi-
ness challenges at hand, a small team focuses on longer-
term issues that otherwise might be pushed aside, accord-
ing to Hugo Bague, global head of HR.

In 2007, only managing talent and improving leadership de-
velopment appeared in the red zone as top priorities in the
United Kingdom. In our latest survey, they have been
joined by strategically planning the work force, enhancing
employee commitment, and measuring work force perfor-
mance. Enhancing employee commitment, in particular, has
risen in future importance and fallen slightly in current
capabilities since 2007.

56 THE BOSTON CONSULTING GROUP ¢ EUROPEAN ASSOCIATION FOR PEOPLE MANAGEMENT



Exhibit 11. The Top Four Issues for U.K. Executives Are Managing Talent, Improving Leadership

Development, Strategically Planning the Work Force, and Enhancing Employee Commitment
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Appendix II

Snapshots of Additional Countries

In addition to highlighting the focus countries, BCG emerging agenda for creating people advantage—for
and EAPM compiled specific data for all the countries each of the 14 countries that were represented by more
participating in the survey. In the exhibits in this ap- than 30 respondents.

pendix, we provide a snapshot of the results—and the

Exhibit 1. In Belgium, Managing Talent, Improving Leadership Development, and
Enhancing Employee Commitment Ranked as the Most Critical Topics
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Exhibit 2. Executives in Cyprus Identified a Full Complement of Challenges
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Exhibit 3. In the Czech Republic, Priorities Incl
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Exhibit 4. Five Topics Emerged as the Most Critical in Estonia
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Exhibit 5. Finnish Executives Will Invest in Managing Talent, Change, and Cultural
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Exhibit 6. Managing Talent Is the Primary HR Challenge in Greece

High  Transforming
Rintoa
strategic

;

partner
Enhancing
employee
commitment
Measuring
work force
performance Managing change
. arﬁg1 cultural
Improving transformation
performance
management
and rewards
Future
importance Restructuring the

organization

Managing
flexibility

Sample size: 75
Managin,
. workﬁe ¢
balance Relevance

. today
Managing L
lobalization Providing shared
services and o
outsourcing HR Medium
Managing 4 need
Low demographic aging Low High to act

Current capability

Sources: Proprietary online survey with responses from Greece; BCG/EAPM analysis.

Exhibit 7. In Hungary, Capabilities Must Be Enhanced in Managing Talent and Improving
Leadership Development
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Exhibit 8. Latvian Executives Cited Measuring Work Force Performance as Their Main

Concern
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it 9. In Portugal, Executives Will Focus on Managing Talent, Improving Leadership
Development, and Managing Flexibility
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Exhibit 10. Improving Leadership Development Is the Most Critical Topic in Romania
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Exhibit 11. Executives in Serbia Expressed Confidence in Their Capabilities Overall and an
Interest in Better Managing Work-Life Balance and Talent
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Exhibit 12. The Top Challenges in Sweden Are Managing Talent, Strategically Planning the

Work Force, and Measuring Work Force Performance
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Sources: Proprietary online survey with responses from Sweden; BCG/EAPM analysis.

Exhibit 13. In Switzerland, Managing Talent, Improving Leadership Development, and
Managing Change and Cultural Transformation Are Most Critical
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Sources: Proprietary online survey with responses from Switzerland; BCG/EAPM analysis.
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Exhibit 14. Restructuring the Organization Ranked Among the Critical Topics in Turkey
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Sources: Proprietary online survey with responses from Turkey; BCG/EAPM analysis.
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Appendix 111

Snapshots of Industries

BCG and EAPM compiled data analyzing the people ad-
vantage agenda in various industries in order to under-
stand whether future HR challenges were more preva-
lent in certain industries. The exhibits in this appendix
provide a snapshot of the results for the 15 industries

that were represented by the highest percentage of re-
spondents to the online survey. The industries range
from services, represented by about 23 percent of the
respondents, to media and entertainment, represented
by about 2 percent.

it 1. Automotive Executives Will Focus Their Efforts on Managing Talent
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Sources: Proprietary online survey with responses from the automotive industry; BCG/EAPM analysis.
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Exhibit 2. Banking Executives Will Need to Take Steps in Eight Topics
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Exhibit 3. Chemical Companies Will Focus on Managing Talent and Improving Leadership
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Exhibit 4. In Consumer Goods, Managing Talent and Improving Leadership Development

Take Precedence
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Sources: Proprietary online survey with responses from the consumer goods industry; BCG/EAPM analysis.

Exhibit 5. Energy Companies Will Include Strategically Planning the Work Force Among
Their Top Priorities
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Exhibit 6. Health Care Executives Are Emphasizing the Need for Managing Talent

Improving Leadership Development, and Strategically Planning the Work Force
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Sources: Proprietary online survey with responses from the health care industry; BCG/EAPM analysis

Exhibit 7. Measuring Work Force Performance and Becoming a Learning Organization Are

Among the Priorities for Industrial Goods Executives
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Exhibit 8. Insurance Executives Identified Improving Employer Branding as One of Their

Critical HR Challenges
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Sources: Proprietary online survey with responses from the insurance industry; BCG/EAPM analysis.

Exhibit 9. Executives in the Media and Entertainment Industry Cited a Medium or Strong
Need for Action in All 21 Topics
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Sources: Proprietary online survey with responses from the media and entertainment industry; BCG/EAPM analysis.
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Exhibit 10. Nonprofits Must Achieve Improvement in Many Topics
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Exhibit 11. Public Sector Executives Expect to Focus on a Full Menu of Challenges
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Exhibit 12. In Retail, the Most Critical Topics Are Managing Talent, Improving Leadership

Development, and Enhancing Employee Commitment
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Exhibit 13. Technology and Communications Companies Will Focus on Managing Talent,

Becoming a Learning Organization, and Improving Leadership Development
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Exhibit 14. Managing Talent Will Be a Primary Focus in the Travel and Tourism Industry
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Exhibit 15. Among the Top Challenges in the Services Industry Are Becoming a Learning
Organization and Strategically Planning the Work Force
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Appendix IV

Methodology

We started our original research in 2006 by compiling a
list of 40 topics in human resources and subsequently
focusing on the 17 most relevant topics. We narrowed
the field by conducting an exhaustive literature search
both in general business publications and in HR jour-
nals. In our literature search, we considered how the
number of mentions for each topic had changed over
time, and we ranked each topic according to whether
interest in it had been increasing or declining. Next, in
order to discover emerging topics whose importance
might not have been captured in the literature search,
we gathered input on the topics from HR experts within
BCG and EAPM.

In 2008, when revisiting our list of 17 topics, we again
conducted literature research and expert interviews in
order to update our findings. We extended the list to 21
topics and updated the definitions of some topics. (See
the exhibit “To Ensure a Shared Understanding of the
21 Topics, the Survey Provided Standard Definitions”.)

The online survey consisted of two parts: one manda-
tory part and then a second part seeking responses in
any of three optional sections. In the mandatory sec-
tion, respondents were asked questions about them-
selves and their organizations. They were presented
with a list of the 21 topics and asked to identify the
four that they deemed to be most important for the
future. Furthermore, they were asked to rate all 21 top-
ics, assessing current and future importance and rating
their company’s current capabilities in the topics on a
scale of 1 (low) to 5 (high).

To allow for a cross-country comparison in our analysis,
we standardized the assessment of current and future
importance for each country and industry. This step

allowed us to adjust for any high- or low-scoring ten-
dencies among online survey participants in particular
countries and markets. The capability ratings were
then standardized across all the European countries so
that we could draw direct comparisons.

In the three optional sections, respondents could an-
swer questions on HR in turbulent times, HR in fast-
growth markets, and HR and metrics.

We conducted the online survey from November 2008
through January 2009, receiving 3,348 responses from
executives in 33 European countries. In conjunction
with that survey, we interviewed 109 senior executives
from December 2008 through April 2009. In these one-
on-one interviews, we explored HR topics and practices
in greater depth, tried to understand how companies
were addressing the recession, and discussed sustain-
able HR practices.
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To Ensure a Shared Understanding of the 21 Topics,

the Survey Provided Standard Definitions

Becoming a
learning
organization

Topics used since 2007

Means used by a company to create a cycle of
continuous improvement concerning its
internal knowledge and the links to its
employees

Delivering on

Sourcing and attracting sufficient human

recruiting? resources, which incorporate all processes and
systems designed to find and recruit the right
employees for particular positions

Enhancing Delivering tools, systems, and processes for

employee line managers to use in engaging their

commitment employees

Improving Developing individuals into leaders who are

leadership capable of influencing, motivating, and

development enabling their staff to reach both corporate
and individual goals

Improving Aligning individual objectives with business

performance goals, leading to more efficient processes and a

management clearer direction for employees

and rewards

Managing Leading organizational change and cultural

change and transformations, both on large and small

cultural scales

transformation

Managing Contributing to society beyond a company’s

corporate social regulatory and legal obligations

responsibility

Managing Understanding and embracing social

diversity differences for the mutual benefit of both
employees and companies

Managing Managing the social, economic, and cultural

globalization effects on the work force that result from the
growing economic interdependence of
countries

Managing Providing highly capable employees the

talent? opportunity (through the right staffing) to

perform, excel, and advance—thereby
retaining them

Managing work-
life balance

Managing jobs and careers in a way that helps
employees succeed in their career and family

Mastering HR
processes

Establishing basic HR processes that follow
professional standards

Providing
shared services
and outsourcing
HR

Transforming HR by outsourcing or bundling
HR functions in shared-service centers

Restructuring
the organization

Supporting the organization in all HR issues
linked to restructuring

Transforming
HR into a
strategic partner

Ensuring that the HR strategy in all respects is
systematically linked to the business strategy,
the external environment, and the HR needs
of the company

Source: BCG/EAPM analysis.
1Previous reports had the topic delivering on recruiting and staffing; in this report, staffing is part of managing talent.

New topics in 2009

Measuring HR Measuring the impact of various

performance HR functions in quantitative and
qualitative ways in order to
improve those functions
Measuring Measuring work force perfor-
work force mance in a strategic way and
performance rewarding individual contributions
Strategically Forecasting work force demand-
planning the and-supply scenarios from a
work force strategic, long-term perspective
Managing Adapting to the shifting age
demographic structure and the resulting loss in
aging productivity and capacity
Improving Proactively developing and
employer marketing the brand of a
branding company to prepare for attaining
operative excellence
Managing Setting up and preparing the
flexibility organization to react to the

changing environment quickly
and efficiently

N

J

>

In previous
reports, these
were one topic:
Measuring HR
and employee
performance

In previous
reports, these
were one topic:
Managing
demographics
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Appendix V

Executive Interviewees

In interviews, the following senior leaders shared their
insights and discussed our findings. We thank them for
their valuable contributions. This list is not complete; it
includes only those interviewees who have agreed to
have their names published. We list the interviewees
from the 11 focus countries first.

Austria

Dr. Georg Horacek
HR Senior Vice President
oMV

Dr. Georg Reiser

Head of Corporate HR
Voestalpine

Bulgaria

Emil Georgiev
HR Director
Eurobank EFG Bulgaria

Valentina Grozdanova
Executive HR Director
Devnya Cement (Italcementi Group)

Jenina Jileva
HR Manager
Financial Supervision Commission

Anne Marcoul-Brune
HR Manager
Aurubis

Vesna Nencheva
Psychologist
Enemona

Sonya Slavcheva
Former HR and Administrative Director
Globul

Hristo Stoyanov
HR Manager
Tesy

Kalin Stoyanov
HR Manager
K&K Electronics

Peter Vassilev

HR Manager
EPIQ Electronic Assembly Bulgaria

France

Laurent Choain

Group Head of HR and Director of

Senior Executive Management

CNCE (Caisse Nationale des Caisses d’Epargne)

Gilles-Henri Dubouillon
Vice President, HR
Saint-Gobain Building Distribution

Hervé Gentieu
HR Director
Procter & Gamble France

Frédéric Goux
HR Director
La Banque Postale
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Cathy Kopp
HR Executive Vice President
Accor

Jérome Nanty
Senior Executive Vice President, HR
Caisse des Dépots et Consignations

Philippe Rouxel
HR Director
Rockwool France

Marie-Christine Théron
General Director of HR
SFR

Frédéric Thoral

Head of HR for International Retail Services

BNP Paribas
Véronique Rouzaud

Senior Vice President, HR
Veolia Environnement

Germany

Dr. Harald Borner
Head of Top Talent Management
SAP

Thomas Breuer
Executive Board Member for HR
RheinEnergie

Dr. Wolfgang Brezina

Chief Human Resources Officer and
Member of the Management Board
Allianz Deutschland

Christoph Dénzer-Vanotti

Chief Human Resources Officer and
Member of the Management Board
E.ON

Alwin Fitting

Chief Human Resources Officer and
Member of the Management Board
RWE

Giinther Fleig

Former Human Resources and Labor Relations
Director and Member of the Management Board
Daimler

Prof. Gerold Frick
General Manager
Deutsche Gesellschaft fiir Personalfiihrung e V.

Prof. Dr. Claus E. Heinrich

Former Chief Human Resources Officer and
Member of the Management Board

SAP

Nikolai Juchem
Head of Corporate Communications and Marketing
Demag Cranes

Prof. Dr. Norbert Klusen
Chief Executive Officer
Techniker Krankenkasse

Dr. Frank Kullak
Global Human Resources Business Partner
Bayer Schering Pharma

Stefan Lauer

Chief Officer of Aviation Services and Human
Resources and Member of the Executive Board
Lufthansa

Dr. Wolfgang Malchow

Chief Human Resources Officer and
Member of the Management Board
Bosch

Zygmunt Mierdorf

Chief Information Officer, HR Executive Vice
President, and Member of the Management Board
Metro

Dr. Thomas Nocker

Personnel Director, Member of the Board of Executive
Directors, and Member of Management

K+S

Dr. Richard Pott

Head of Strategy and Human Resources, Director of
Labor, and Member of the Board of Management
Bayer
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Dr. Michael Prochaska
Group HR Director
Franz Haniel & Cie.

Dr. Gerhard Riibling
Executive Vice President
Trumpf

Thomas Sattelberger

Chief Human Resources Officer, Director of Labor, and
Member of the Management Board

Deutsche Telekom

Ulrich Sieber
Group Manager of HR
Commerzbank

Ulrich Weber

Chief Human Resources Officer and
Member of the Executive Board
Evonik Industries

Thomas Wessel
Chief Executive Officer
RAG Bildung

Steffen W. Wurst

Chief Human Resources Officer and
Member of the Management Board
Schenker

Ireland

Eamon Drea
Vice-President for Staff
University College Dublin (UCD)

Jack Golden
HR Director
CRH

Tony Hession
Group Head of HR and Organization Development
Irish Life & Permanent

Larry Kelly
HR Director
Wyeth

Niall Saul
HR Director
McNamara Construction

Italy

Luciano Carbone
Director of Personnel
SEA (Aeroporti di Milano)

Massimo Cioffi
Executive Vice President of HR
Enel

Mauro de Gennaro
Director of HR, Organization, and Quality
Aeroporti di Roma (ADR)

Gianpiero Giacardi

Central Director for HR, Organizational Development,
and Quality

Atlantia (Autostrade Group)

Roberto Maglione
Executive Vice President of Human Resources
Finmeccanica

Enrico Meraldi
Director of HR and Organization
Lavazza

Giovanni Orestano
Head of Resourcing, Learning, and Development
Vodafone Italia

Gianluca Ventura

HR and Organization Director
Vodafone Italia

Netherlands

Kees Blokland
HR Director
NS Nederlandse Spoorwegen (Dutch National Railways)

Heiko Hutmacher
Senior Vice President of HR and Organization
AkzoNobel

Hein Knaapen
HR Director
Royal KPN

Wim Kooijman
Executive Vice President of HR and Industrial Relations
KLM Royal Dutch Airlines
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Hayko Kroese
Global Head of HR Management
Philips

Cees J.M. van Rijn

Chief Financial Officer and
Member of the Executive Board
Nutreco

Herna Verhagen

Managing Director of Group HR
TNT

Norway

Beate Hamre Deck
HR Director
Statkraft

Wenche Hagan
Municipal Director
Oslo Municipality

Vuokko Hassel
HR Director
Coop Norge

Cecilie Heuch

Director, Corporate HR and Organization and
Member of the Executive Board

Det Norske Veritas

Jens R. Jenssen
Senior Vice President, HR
StatoilHydro

Kristin Slyngstad Klitzing
Senior Vice President of HR and Organization
Norske Skog

Marit Kobro
HR Director
Helse Sgr-@st

Sissel A. Lindland
Senior Vice President of Corporate HR
Aker Solutions

Randi Lgvland
HR Director
Posten Norge

Hilde Myrberg

Executive Vice President, Corporate Functions and SVP
Human Resources

Orkla

Tor Saglie
Director
NAV (Norwegian Labor and Welfare Administration)

Hakon Sather
HR Director
Telenor Norway

Cathrine Foss Stene

Senior Vice President, HR
Schibsted

Russia

Svetlana Chekalova
Head of HR Department
Sibur

Anouk De Blieck
HR Director, Russia and CIS
Citibank

Svetlana Borisovna Epikhina
Head of HR Department
Inter Rao UES

Nadezhda Filippova

Senior Vice President and Director of the Personnel and
Corporate Development Department

VTB24

Irina Likhova
HR Director and Member of the Management Board
MegaFon

Dmitry Volokhov

HR Director
Gazprom Neft

Spain

José Buqueras
Head of HR Planning
Telefénica Mdviles Espana
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Juan Manuel Cruz
Area General Manager of HR Administration
Acciona

Pedro Diaz
Director of HR and Organization
Vodafone Espafia

Angel Jiménez Gutiérrez

General Director of Security, Organization,
and Human Resources

Renfe

Javier Macian Pérez
Former Executive Director of HR
Repsol

Arturo Molinero
Head of HR
Carrefour

José Antonio Molleda
Director of Strategy, Corporate Development, and HR
Multiasistencia Espana

Marta Panzano

HR Director—Europe, Middle East, Africa, Asia,
and Australia

Cemex

Carmen Recio
HR Director
Orange Spain (France Telecom Espafa)

Valeriano Torres

HR Director
Gas Natural

United Kingdom

Hugo Bague
Global Head of HR
Rio Tinto

Stephen Sidebottom
Head of HR
Nomura International

Maria Stanford
HR Director
Selfridges

Andrew Webster
International HR Director
AstraZeneca

Additional Countries

Portugal

Fernando Maia

Head of the Professional Development and
Training Department

Millennium bcp

Pedro Raposo
HR Director
Banco Espirito Santo (BES)

Vasco Ferreira da Silva
HR Director
Galp Energia

Sweden
Magnus Hahn
HR Director
Scania

Switzerland

Dr. Siegfried Hoenle

Head of Credit Suisse Business School
Credit Suisse
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Appendix VI

Supporting Organizations

Osterreichisches Produktivitits- und Wirtschaftlichkeits-
Zentrum (OPWZ), Austria

Personnel Managers Club (PM Club), Belgium

Bulgarian Human Resources Management and
Development Association (BHRMDA), Bulgaria

Cyprus Human Resource Management Association
(CyHRMA), Cyprus

Czech Society for Human Resources Development
(CSRLZ), Czech Republic

Personnel Managers in Denmark (PID), Denmark

Estonian Association for Personnel Development
(PARE), Estonia

Finnish Association for Human Resource Management
(HENRY), Finland

Association Nationale des Directeurs des Ressources
Humaines (ANDRH), France

Deutsche Gesellschaft fiir Personalfiihrung eV. (DGFP),
Germany

Greek Personnel Management Association (GPMA),
Greece

Hungarian Association for Human Resources
Management (OHE), Hungary

Chartered Institute of Personnel and Development
(CIPD Ireland), Ireland

Associazione Italiana per la Direzione del Personale
(AIDP), Italy

Latvian Association for Personnel Management (LAPM),
Latvia

Foundation for Human Resources Development
(FHRD), Malta

Dutch Association for Personnel Management &
Organization Development (NVP), Netherlands

HR Norge, Norway
Polish Human Resources Association (PHRA), Poland

Associacao Portuguesa dos Gestorese Ténicos dos
Recursos Humanos (APG), Portugal

HR Club, Romania
National Personnel Managers’ Union (ARMC), Russia

Slovak Association for Human Resources Management
(ZRRLZ), Slovak Republic

Slovenian Association for Human Resource
Management and Industrial Relations (ZDKDS),
Slovenia

Asociacion Espanola de Direccién y Desarrollo de
Personas (AEDIPE), Spain

Swedish Association of Human Resources Management,
Sweden

HR Swiss—Schweizerische Gesellschaft fiir Human
Resources Management; Société suisse de gestion des
ressources humaines, Switzerland

Personel Yonetimi Dernegi (PERYON), Turkey

Chartered Institute of Personnel and Development
(CIPD), United Kingdom

CREATING PEOPLE ADVANTAGE

81
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Creating People Advantage: The Future of HR in Europe:

How to Address HR Challenges Key Challenges Through 2015
Worldwide Through 2015 A report by The Boston Consulting
A report by The Boston Consulting Group and the European Association
Group and the World Federation of for Personnel Management,
Personnel Management Associations, June 2007

April 2008
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Note to the Reader

This report, the third installment in
our research on current and future
HR challenges, presents new and
detailed results on the situation in
Europe. It is based on a close
collaboration between The Boston
Consulting Group (BCG) and the
European Association for People
Management (EAPM).

BCG has worked closely with many
leading companies around the world
on a wide range of HR issues,
helping with HR strategy, manage-
ment, key performance indicators
(KPIs), and strategic work force
planning. BCG has assisted its clients
in managing talent, organizing HR
functions, managing performance,
redeploying the work force, and
managing demographic risk. It has
also helped companies establish
shared-service centers and outsourc-
ing arrangements.

The EAPM and its member associa-
tions have worked to enhance the
quality of HR management and to
develop and elevate professional
standards. Through the EAPM’s
programs, HR executives garner
insights and exchange ideas to
enhance corporate and personal
capabilities in HR.

We believe that our findings will
appeal to HR professionals and CEOs
alike. Based on the positive feedback
from our previous reports, we plan to
continue our regular research,
examining the most critical issues
facing companies.
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If you would like to discuss our observations and conclusions, please contact one of the authors listed below.
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Jean-Michel Caye

Partner and Managing Director
Global Coleader, People Advantage
BCG Paris

+3314017 1010
caye.jean-michel@bcg.com

Philipp Zimmermann

Project Leader

BCG Diisseldorf

+49 211 3011 30
zimmermann.philipp@bcg.com

Carsten von der Linden
Associate

BCG Diisseldorf

+49 211 3011 30
vonderlinden.carsten@bcg.com

+43 664 133 76 62
rudolf.thurner@verbund.at

Pieter Haen

Vice President

EAPM

+31 343 57 81 40
pieterhaen@duurstedegroep.com

84

THE BOSTON CONSULTING GROUP ¢ EUROPEAN ASSOCIATION FOR PEOPLE MANAGEMENT



For a complete list of EAPM publications and information about how to obtain copies, please visit our Web site at www.eapm.org.
For a complete list of BCG publications and information about how to obtain copies, please visit our Web site at www.bcg.com/publications.
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