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Knowledge has become a direct competitive advantage for companies selling ideas and relationships
(think of professional service, software, and technology-driven companies) and an indirect competitive
advantage for all companies attempting to differentiate themselves by how they serve customers.
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Introduction

The five challenges described above have one overarching implication for business: the only
competitive weapon left is organization. Sooner or later, traditional forms of competitiveness-cost,
technology, distribution, manufacturing, and product features-can be copied. They have become table
stakes. You must have them to be a player, but they do not guarantee you will be a winner. In the new
economy, winning will spring from organizational capabilities such as speed, responsiveness, agility,
learning capacity, and employee competence. Successful organizations will he those that are able to
quickly turn strategy into action; to manage processes intelligently and efficiently; to maximize
employee contribution and commitment; and to create the conditions for seamless change. The need to
develop those capabilities brings us back to the mandate for HR set forth at the beginning of this article.
Let's take a closer look at each HR imperative in turn.

Becoming a Partner in Strategy Execution

Tm not going to argue that HR should make strategy. Strategy is the responsibility of a company's
executive team-of which HR is a member. To be full-fledged strategic partners with senior management,
bow ever, HR executives should impel and guide serious discussion of how the company should be
organized to carry out its strategy. Creating the conditions for this discussion involves four steps. First,
HR should be held responsible for defining an organizational architecture. In other words, it should
identify the underlying model of the company's way of doing business. Several well-established
frameworks can be used in this process. Jay Galbraith's star model, for example, identifies five essential
organizational components: strategy, structure, rewards, processes, and people. The well-known 7-S
framework created by McKinsey and Company distinguishes seven components in a company's
architecture: strategy, structure, systems, staff, style, skills, and shared values. It's relatively
unimportant which framework the HR staff uses to define the company's architecture, as long as it's
robust. What matters more is that an architecture be articulated explicitly. Without such clarity,
managers can become myopic about how the company runs-and thus about what drives Strategy
implementation and what stands in its way. They might think only of structure as the driving force
behind actions and decisions, and neglect systems or skills. Or they might understand the company
primarily in terms of its values and pay inadequate attention to the influence of systems on how work-
that is, strategy execution-actually gets accomplished. Senior management should ask HR to play the
role of an architect called into an already-constructed building to draw up its plans. The architect makes
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measurements; calculates dimensions; notes windows, doors, and staircases; and examines the
plumbing and heating infrastructures. The result is a comprehensive set of blueprints that contains all
the building’s parts and shows how they work together.

Next, HR must he accountable for conducting an organizational audit. Blueprints can illuminate the
places in a house that require immediate improvement; organizational-architecture plans can be
similarly useful. They are critical in helping managers identify which components of the company must
change in order to facilitate strategy execution. Again, HR's role is to shepherd the dialogue about the
company's blueprints. Consider a company in which HR defined the organization's architecture in terms
of its culture, competencies, rewards, governance, work processes, and leadership.

The third role for HR as a strategic partner is to identify methods for renovating the parts of the
organizational architecture that need it. In other words, HR managers should be assigned to take the
lead in proposing, creating, and debating best practices in culture change programs, for example, or in
appraisal and reward systems.

Fourth and finally, HR must take stock of its own work and set clear priorities. At any given moment,
the HR staff might have a dozen initiatives in its sights, such as pay-for-performance, global teamwork,
and action-learning development experiences. But to be truly tied to business outcomes, HR needs to
join forces with operating managers to systematically assess the impact and importance of each one of
these initiatives.

Becoming an Administrative Expert

For decades, HR professionals have been tagged as administrators. In their new role as administrative
experts, however, they will need to shed their traditional image of rule-making policy police, while still
making sure that all the required routine work in companies is done well. In order to move from their
old role as administrators into their new role, HR staff will have to improve the efficiency of both their
own function and the entire organization.

Becoming an Employee Champion

Work today is more demanding than ever - employees are continually being asked to do more with less.
And as companies withdraw the old employment contract, which was based on security and predictable
promotions, and replace it with faint promises of trust, employees respond in kind. Their relationship
with the organization becomes transactional. They give their time but not much more. In their new role,
HR professionals-must he held accountable for ensuring that employees are engaged-that they feel
committed to the organization and contribute fully. In the past, HR sought that commitment by
attending to the social needs of employees-picnics, parties. United Way campaigns, and so on. While
those activities must still he organized, HR's new agenda supersedes them. HR must now take
responsibility for orienting and training line management about the importance of high employee
morale and how to achieve it. In addition, the new HP, should be the employees' voice in management
discussions” offer employees opportunities for personal and professional growth; and provide
resources that help employees meet the demands put on them.
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Becoming a Change Agent

To adapt a phrase. Change happens. And the pace of change today, because of globalization,
technological innovation, and information access, is hot dizzying and dazzling. That said, the primary
difference between winners and losers in business will be the ability to respond to the pace of change.
Winners will be able to adapt, learn, and act quickly. Losers will spend time trying to control and master
change. The new HR has as its fourth responsibility the job of building the organization's capacity to
embrace and capitalize on change. It will make sure that change initiatives that are focused on creating
high-performing teams, reducing cycle time for innovation, or implementing new technology are
defined, developed, and delivered in a timely way. The new HR can also make sure that broad vision
statements (such as. We will be the global leader in our markets) get transformed into specific
behaviors by helping employees figure out what work they can stop, start, and keep doing to make the
vision real. At Hewlett-Packard, HR has helped make sure that the company's value of treating
employees with trust, dignity, and respect translates into practices that, for example, give employees
more control over when and where they work.

Upgrade HR professionals

Finally, the hardest but perhaps most important thing senior managers can do to drive forward the new
mandate for HR is to improve the quality of the HR staff itself. Too often, HR departments arc like
computers made up of used parts. While the individual parts may work, they don't work well together.
When more is expected of HR, a higher quality of HR professional must be found. Companies need
people who know the business, understand the theory and practice of HR, can manage culture and make
change happen, and have personal credibility. Sometimes, such individuals already exist within the HR
function hut need additional training. Other times, they have to be brought in from other parts of the
company.
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