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Interview

HRMJ: One of the key conclusions of this
special issue of HRMJ is that the foundation
of a value-added HR function is a business
strategy that relies on people as a source of
competitive advantage and a management cul-
ture that embraces that belief. Do you agree
with this assessment? If so, what are the two
most significant challenges to implementing
such a strategy?
Mike Losey: As President and CEO of the
Society for Human Resource Management,
one might expect that I would be the first to
suggest that, in today’s world, effective human
resource practices and systems are key to or-
ganizational success. In fact, the SHRMJ
Foundation is very proud that it had the op-
portunity earlier in this decade, to fund part
of the original work done by Mark Huselid and
Brian Becker on linking HR strategies and
practices with a firm’s financial performance.

For an organization’s HR function to of-
fer real value-added competitive advantage it
means that some companies in an industry

must do a better job than others in develop-
ing and implementing what really contributes
to being number one or two in that industry.
It means measuring those contributions the
way the shareholders, the board of directors,
and the financial analysts measure success—
by financial results.

Who is the customer for the HR profes-
sional? At the most senior levels it is the CEO.
Therefore, if we exist to provide what the cus-
tomer wants, what does the CEO want? That
answer is easy. The CEO wants growth—
growth in market share, revenue, and profits.
I have yet to meet the CEO who says, “Last
year our market share was 30%, but 25% will
be okay for this year” or “Profits were $100
million—let’s just do that again”.

The challenge for the HR professional is
to ensure that the CEO understands that the
only way for the organization to achieve that
growth is by its people, the true source of com-
petitive advantage. Not so many years ago,
productivity was driven by a manufacturing,
mass production economy that applied the
efficient mechanics and discipline of Frederick
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Winslow Taylor. Henry Ford was supposed to
have once asked, “Why do employees insist
on bringing their heads when all I need is their
hands and feet?” Workers were not paid to
think in such a workplace, but simply work as
directed. Henry Ford’s gratuitous $5 a day
wages in 1914 were not a reflection of gener-
osity but, instead, an attempt to correct the
largest obstacle to his new company’s growth—
a 380% annual turnover rate! His attempt to
buy employee interest and loyalty never paid
the expected dividends. Simply “throwing
money off the balcony” at people problems did
not work then and will not work now.

Today, workplace skills are much greater and
are driven primarily by a white collar and ser-
vice workforce of close to 100,000 million. With
only slightly greater than 30 million employees
in traditional blue-collar jobs, these employees’
influence has proportionally diminished
(although their productively has increased).

To understand the difference, one needs
only to examine the dynamic changes in the
workforce, including its demographics and its
skill shortages. Examine the requirement to
shift from a low skill, low paid, high capital
machine investment, mass production, largely
unionized manufacturing economy to a cus-
tomized production, services and information
economy comprised mostly of higher skilled,
well paid, union-free, mobile workers who sit
behind $3,000 personal computers expensed
out of petty cash. Unlike the production
worker, we have no accurate way to measure
the productivity of today’s knowledge work-
ers, but we know they must be innovative and
display teamwork, interpersonal communica-
tion, process improvement, and many other
skills. Surely we want them to come to work
with their heads.

As highlighted in the articles in this issue,
technology, bricks and mortar, and manufactur-
ing processes can be quickly duplicated. People
working together for the shared interests of the
organization, “where the company is not the
enemy”, is what the CEO must recognize is the
“new HR” and that without it the organization
is at great risk.

Surely Herb Kelleher, Southwest Airlines’
CEO, found this out more than 25 years ago
when he embarked upon starting a new air-
line in an industry where all competitors pay

the same for their fuel, airplanes, equipment,
wages, and benefits. His market share has
grown dramatically, and Southwest has always
been profitable. How has he done it? By real-
izing it is people who make the difference. It
is the people who turn the plane around in
less than 30 minutes, not one and one-half
hours. It is the people who have the attitude
that it is good to have fun at work.

Yes, CEOs must realize that HR is no longer
just administration, transactions, compliance,
and keeping complaints to a minimum. HR is
now the bottom line stuff. It is a profession.
Not everyone can do it.

The result will be a greater demand for
human resource competencies in our organiza-
tions, not necessarily more people in HR.
Those who are not competent are at great risk,
as it should be in any demanding profession.
Tony Rucci: Generally, yes, I do agree with
those conclusions. Two challenges? Of the two
most significant challenges, number two is
probably ranked 50th in relative importance,
so let me focus on #1. The most significant
challenge in implementing a strategy based on
people as a source of competitive advantage
is finding and developing leaders who really
believe this stuff. Most firms state that “people
are our most important asset” in their annual
reports, but I’m convinced that not more than
ten Fortune 500 executives really believe that
the intellectual capital resident in the heads
of employees is a source of competitive ad-
vantage. But those ten really are committed
to devoting time and energy to leveraging those
assets embodied in people. A key example is
Sears’ CEO, Arthur Martinez. He is extraor-
dinary. He allowed me to take risks that I’m
not sure I would have allowed me to take, if
the roles were reversed. He was very good at
allowing people to take risks and do what they
do best. And that’s the essence of really be-
lieving in people as assets . . . that you trust
them enough to let them try their ideas.
Dave Ulrich: Culture is a key part of a firm’s
competitive advantage for a number of rea-
sons. First, culture helps turn idiosyncratic
and individual events into patterns. Often, HR
practices may be redesigned for a number of
reasons. . . other firms have done it, an advisor
suggested it, or the idea came from a confer-
ence or reading. Any time HR professionals
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focus exclusively on any one practice, it leads
them astray. When each individual HR prac-
tice is unified into a common mindset or cul-
ture, the practice becomes part of a pattern. For
example, some firms have benchmarked a lead-
ing firm’s leadership development program, then
tried to adapt (not adopt) that program in their
firm. Much to their chagrin, the program that
showed outstanding results in the first firm failed
in the second. Why? In the first firm, the lead-
ership program was woven together as an over-
all part of leadership development, coupled with
performance management, compensation, suc-
cession planning, and career management ini-
tiatives. As a whole, these initiatives created a
leadership culture and individually, they were
unique events. The new patterns embedded in
the culture and changed employee behavior and
action in ways that are not easy to copy, thus
part of a competitive position.

Second, when culture is defined externally
as a firm’s brand more than internally as a set of
values, competitiveness increases. A firm’s brand
represents how the firm is seen by external cus-
tomers—its identity. Marriott or Virgin stand for
service, 3M for innovation, Harley Davidson for
its rugged individualism. These brand identities,
not linked to a specific product, represent an
external view of a firm’s culture. The power of
this external view of culture comes as custom-
ers pay a premium for goods or services offered
by firms with a strong firm brand. HR profes-
sionals who understand culture as firm brand
create economic value because culture begins
to represent more than internal values.

Third, a firm’s external brand or culture
may be unique. Competitors may copy or
match price, product, technology, or strategy,
but it is more difficult to replicate culture.
Competitors may match the Disney rides, but
they have a more difficult time matching the
experience Disney creates. This experience
gives Disney theme parks a strong advantage
over competitors.

Finally, culture creates competitiveness
because it changes employee behavior. Em-
ployees who think and act consistently with
the desired firm brand add value to the cus-
tomers; they anticipate and meet stated and
unstated customer needs; they exceed cus-
tomer expectations; they ensure that custom-
ers will return for repeat business.

Creating culture as firm brand and mak-
ing it real to every employee requires starting
within the mind of key customers: What do
we want to be known for in the future by our
most important customers? Deriving consen-
sus on the answer to this question will help
make culture more than rhetoric. This cul-
ture may then translate to employee behavior
either through HR practices (e.g., hiring,
training, communicating, compensation
against culture criteria) or through employee
behavior (e.g., distorting time to activities
related to culture).
HRMJ: Another conclusion that we drew was
that a value-added HR function will be char-
acterized by operational excellence, a focus on
client service for individual employees and
managers, and delivery of these services at the
lowest possible cost. Can an HR function si-
multaneously pursue cost control and value
creation? Do you have any insights into how
they can manage this balance?
Mike Losey: Of course they can and must.
No one gives the engineer all the resources
s/he desires to design the product or service.
The manufacturing-function people do not re-
ceive all they ask for to produce the product,
nor do sales or marketing get all they ask for
to sell it and market it. Why should HR be
any different?

Historically, the only justification for not
applying the same cost restraints may have been
because personnel worked with the part of the
company that walked on two feet—the people.
Sure, good employee relations, competitive and
fair employment terms and conditions, the
absence of arbitrary treatment, interest in
employee development, and employee health
and safety should always be a goal; however, no
HR professional should expect the CEO to
simply give him/her all the needed resources to
get the job done.

 I once had a CEO say to me what he hated
most about HR people was that they wanted
to solve all of their problems by “Throwing
money off of the balcony”. Fortunately, the
comment was not directed at me, but I have
never forgotten it.

 Maintaining an excellent employee rela-
tions reputation simply by providing superior
pay, benefits, and other conditions is not dif-
ficult. What is difficult is doing your job like
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most other HR professionals—with limited
resources. Such an approach must include
innovative practices, genuine interest in
employees, and good communications and
execution. These can only be earned, not
bought.
Tony Rucci: All you have to do is look at
world-class organizations to find that not only
is it possible, but it is also a defining charac-
teristic of these firms. For example, look at
Toyota—world class in both quality and low
cost. The Mayo Clinic is a world-renowned
source of medical expertise and a low-cost
provider of clinical protocols and surgical pro-
cedures. How do they manage this balance?
They ruthlessly set priorities. You can’t be
all things to all people, so you need to iden-
tify those things that are driven by business
priorities and let them be where you focus
your energies.
Dave Ulrich: Value has become a concept
with many definitions. I have used a rather
simple two-step definition of value. First, value
is defined by the receiver more than the giver.
In any transaction, givers may produce goods
or services, but the value comes from the
response by the receiver. For my son’s gradua-
tion, I finagled tickets to an NBA finals game.
He, the receiver, was enthralled because he
likes the NBA so much. While I the giver
enjoyed the gift, he was the definer of the value
of this gift. HR professionals are the givers
or creators of programs and services, but
they cannot define the ultimate value by them-
selves. The impact of HR practices on em-
ployee commitment, customer mindshare, and
investor perceptions become the value created.

Second, I would operationalize value as:
cost times quality. Sometimes, people assume
that low cost equals value. Not true. If cost
falls 20%, but quality falls 50%, value has been
eroded. In fact, at times, cost may go up 10%,
but if quality goes up 30%, value is created.
Paying more for higher quality employees may
create value because their productivity far
exceeds their costs. Value is created when both
cost and quality are managed.

Costs come from doing work better,
faster, and cheaper. This may mean that an
HR function invests in technology to auto-
mate administrative, routine work that would
have been done by many HR employees. Ser-

vice centers where processes may be standard-
ized and done more efficiently create value
primarily by lowering costs while increasing
quality. Outsourcing may reduce costs because
the supplier has economies of scale and the
cost per unit produced may be reduced.

Quality comes from aligning HR work
with business strategy and creating ways to
transform an organization. HR generalists
create value by working with business lead-
ers to diagnose organization capabilities, to
broker expertise to solve business problems,
and to ensure the talent to meet organiza-
tion goals. HR specialists who work in
centers of expertise create value when they
share knowledge from one organization unit
to another, offer menus of best practice HR
choices, and provide tailored solutions to
business problems.
HRMJ: A third conclusion that we drew was
that a value-added HR function requires HR
managers who understand the human capital
implications of business problems and can
access or modify the HR system to solve those
problems. Do most HR professionals have the
skills necessary to do so? If not, where are the
greatest gaps?
Mike Losey: This again gets back to compe-
tencies. The HR professional must know more
than just the functional areas of human
resource management. For instance, almost
30% of the Senior Professional in the Human
Resources (SPHR) test is composed of gen-
eral management practice questions, not
specific HR questions.

Many of those in HR do lack a compre-
hensive understanding of the profession. The
greatest gap exists in general HR knowledge.
HR is a profession, but it is an emerging pro-
fession—a twentieth century profession. Last
year, Cornell University’s School of Industrial
and Labor Relations celebrated its fiftieth
anniversary—but only its fiftieth. Medical
schools, law schools, and other professional
educational institutions have been around for
hundreds of years.

A field is generally not considered a profes-
sion until it meets certain requirements. The
basic ones are that the profession has a body of
knowledge, and that it can be defined, taught,
learned, and tested. In addition, it should have
its own ethical standards and be global.
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Human resource management is rapidly gain-
ing credibility as a recognized profession. This
means that not everyone can do this job.

The disappointment is how many people
enter this field or are placed in it without a
clear understanding of the professional
requirements. They feel the burden of not be-
ing properly prepared yet, on many occasions,
I have asked if they even bothered to buy an
introductory HRMJ textbook. Too frequently
the answer is “no”. Our profession is burdened
by such individuals. They believe or hope that
their own good judgment will get them through
and protect them. We have long known that
you “cannot sell from an empty wagon”, and
you cannot do HR “from an empty head”.
Tony Rucci: This is a loaded question, and gen-
eralizations are always dangerous. I think that
most HR professionals have the necessary
professional and technical skills, but they don’t
have sufficient levels of economic literacy. And
by economic literacy, I don’t just mean the abil-
ity to read P&Ls or balance sheets—although
this is important—but a much broader under-
standing of the business and its competitive
environment. HR professionals should be able
to answer the following questions: (1) What
business are you in?, (2) Who is your core cus-
tomer?, (3) Who are your primary competitors?
It sounds simple, but if you can’t do this, you
are behind in the game.

What business are you in? What is the
primary product or service your firm offers, at
a really fundamental level? Does Ford sell cars?
No, they sell transportation, reliability, and
service to a particular customer. Why does the
customer give your firm the permission or
authority to exist?

Who is your core customer? You may think
you know, but not many companies really take
the time or expend the energy to be sure. How
does your core customer differ from the
competition’s? And, how does your core cus-
tomer feel about the product or service your firm
provides? When was the last time you as an HR
professional talked to a customer or reviewed
customer satisfaction scores or comments?

Finally, who are your key competitors?
Most importantly, do they relate to the core
customers differently or better than your firm?
Do you learn from your competition, as well
as your customer?

Dave Ulrich: HR professionals must be com-
petent. Like any professional, they must know
theory, research, and practice. When HR work
depends on anyone’s opinion and interpreta-
tion, professionalism turns into fadism, and
quick fixes replace integrated solutions. A pro-
fession has a body of knowledge, a theory base,
and a set of accepted practices.

Our research over the last decade with
colleagues Wayne Brockbank, Dale Lake,
Arthur Yeung, and Connie James into the
competencies of HR professionals indicates
five clusters of HR knowledge and skill.

Know the Business. HR professionals must
know the business, which is the ticket of ad-
mission to business discussions. Without being
able to easily talk about finance, marketing,
customers, technology, competitors, and busi-
ness strategies, HR professionals will always be
afterthoughts. In one firm, the CEO worried
that the intangibles of his firm were 50% those
of his largest competitor, meaning his competi-
tor received double market value than his firm
for the same earnings. When asked about how
HR helped him with this problem, he said, “I
like my HR person. He is competent and thor-
ough, but this is business. He can’t help me with
this problem.” HR professionals must know the
minds of their senior leaders and deal with those
problems in business terms.

Master HR Practices. HR practices derive
from theory in multiple disciplines . . . learn-
ing theory informs training; motivation theory
informs compensation choices; and cognitive
theory informs culture. HR professionals need
to know the theory and research behind high
quality HR work. Then, HR professionals
should be able to access and evaluate HR
practices based on the theories in the field.
We should be able to explain not only that
training worked, but why. Finally, HR profes-
sionals should be able to access best practices
through being current in the literature,
active in trade associations, or connected
through formal and informal networks.

Shape Culture. As stated above, a culture
represents a firm’s equity or identity to key
external customers. HR professionals who
weave their work together to shape external
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culture turn events into patterns and create
value in firm equity.

Manage Change. Every firm we know has
increasing demands to move quicker, to change,
to get things done faster than before. HR
professionals create enormous value when they
manage change at three levels. First, they can
empower employees to quit doing unproduc-
tive work. In one firm, computers were deliv-
ered to the R&D labs staffed by employees with
graduate training. These R&D employees were
not able to set up their computers because that
was “assigned” to the IT department, which
meant new computers could not be used for
weeks while scheduling the IT implementation.
The HR professional who saw this problem
quickly reacted and changed this policy.
Second, HR professionals can create process
discipline about change. Most people have more
conceptual knowledge about change than
knowledge about how to implement it. HR
professionals may create the discipline of a pilot’s
checklist for managing change, ensuring that
things people know about change are actually
carried out in a regular and rigorous way.
Finally, HR professionals may surface underly-
ing “viruses” or sacred cows that impair change.
When a business has a quarterly crisis on
closing out the books, when politics govern
decisions more than competence, or when a “not
invented here” mindset precludes using new
ideas, viruses exist that keep change from hap-
pening. HR professionals may identify and
expose these viruses.

Personal Credibility. In our work, we found
the personal credibility central for successful
HR professionals. It clustered into three
factors. First, HR professionals have to live
the values of the firm. We have seen firms
that value openness, but HR professionals
hoard data; that value integrity, but HR pro-
fessionals act out of self interest; that value
teamwork, but HR professionals act indepen-
dently. Second, HR professionals need to work
well on teams that they serve. Being a
contributing team member helps HR profes-
sionals build chemistry and relationships of
trust. Finally, Bob Eichinger and I have used
the phrase, “HR with an attitude” to charac-
terize HR professionals who take a position,

are proactive, and come to meetings with
solutions, not just questions.

HRMJ: A key theme among the firms that we
studied seems to be one of alignment: mak-
ing sure that the HR practices that the firm
adopts are coherent and internally consistent,
and also making sure that this entire “bundle”
helps to implement the firm’s competitive
strategy. How would you define alignment?
Is this something that is quantifiable? Is this
something HR managers should explicitly
measure?
Mike Losey: Yes there is something very
quantifiable and that is: “If your organization
went out of business tomorrow with no more
service to give and no more product to ship,
how long would you, as the head of HR,
continue to come to work?”

Too many HR people “come to work” to
do what they think needs to be done or to do
what they like to do—not what really needs to
be done to impact what the organization needs
to succeed today and tomorrow. Some, I fear,
could come to work for months even if the
organization no longer existed.

The company picnic makes precious little
difference if there is no company, yet so many
times the things HR people do are not really
what the CEO spends time on or has any
interest in whatsoever.
Tony Rucci: My experience at Sears suggests
that alignment can—and should—be measured.
In fact, I think it is critical for firms to do so.
For me, the concept of alignment is simple. Can
a person at any level of the organization—from
the loading dock to the sales force to the execu-
tive suite—answer the following question when
they come to work each day: For the next eight
hours, what is my job and how will it affect the
success of the firm? The key issue is creating a
clear line of sight between what I do in my job
each day and the success of the firm. This is
not just important—it is indispensable. It is the
key thing that distinguishes the excellent firms
from the not so good ones.
Dave Ulrich: The concept of aligned HR
practices is not new. For example, in the 7-S
model, McKinsey consultants examined how
each “system” of an organization “fit” or
aligned with other systems. A change in any
one system would need to be sustained by
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changes in other systems. This concept of
alignment remains prevalent in organizational
diagnostic models. When changing the struc-
ture from functional to business unit, it
requires subsequent changes in talent,
compensation, communication, and gover-
nance to be sustained.

The concept of alignment, however, has
gone beyond connection of the parts to
defining what the collection of parts means
as a collective entity separate from the in-
dividual parts. Numerous concepts describe
this emerging view of alignment. In strat-
egy work, the parts often add up to a core
competence, which originally referred to the
technical know-how of a firm (e.g., Honda
makes engines). In quality theory, the
parts add up to a process (e.g., order-to-
remittance process). In some HR literature,
this collection is called a high-performing
work system.

In our work, we have referred to the collec-
tion of HR practices as creating organization
capabilities or the unique abilities embedded
within an organization. These capabilities are
not universal and may vary depending on an
organization’s strategy. Time Warner, with a
strategy of winning by converging multiple
businesses, has focused on the capabilities of
connectivity, talent, and leadership to help the
organization make the whole more than the
parts. Many consulting firms with partners and
practices around the world have focused on
knowledge management and the ability to share
insights among partners as a key capability.
Bankers Trust has highlighted three capabili-
ties consistent with its strategy: managerial
excellence, client responsiveness, and collabo-
ration/integration.

As these and other capabilities are de-
fined, it becomes critical to measure them
as the “deliverables of HR” rather than
measuring the “doables”. Doables represent
activity measures: How many people were
hired? How many went to training? What
percent have a career plan? What percent
received a performance appraisal? These
measures, while easy to track, often fail to
reflect what really matters.

I predict that the organization of the
future will be measured by the extent to which
it demonstrates some critical capabilities in-

cluding: shared mindset (the ability of the
organization to craft a customer identity and
relate employee behaviors to it), talent (the
ability of the organization to attract, motivate,
and retain individuals who have the ability to
do future-oriented work), knowledge manage-
ment (the ability of an organization to learn,
innovate, and manage information from top
to bottom and from side to side), speed (the
ability of an organization to move quickly into
markets and projects), and leadership (the
ability of an organization to brand future lead-
ers). These capabilities (and others) will be-
come the deliverables of investments in HR
practices. They will need to be measured and
tracked like all outcomes (e.g., marketing
tracks revenue per customer market share as
the outcome of market research).
HRMJ: Tony, speaking of measurement, the
systems that you and your colleagues devel-
oped at Sears have become very well known.
What is the role of measurement in defining
HR’s strategic presence? Is it crucial or just
nice to have?
Tony Rucci: How critical is measurement in
finance? In manufacturing? In operations and
logistics? In IT? I believe that it is crucial. Why
should measurement in HR be any different?
Measurement is crucial in HR, but firms have
to measure the right things—and often they
don’t. Our measures need to be linked to the
firm’s customers and financial measures. In
fact, I would argue that if there isn’t a clear
line of sight between your HR and customer
and financial measures, you are probably mea-
suring the wrong things. For example, many
firms measure employee turnover or retention,
and lowering turnover and retaining people
are certainly important. But lower turnover
tells you little about how committed you
workforce is to the goals, values, and objec-
tives of the organization. Lower turnover tells
you little about how well employees are serv-
ing the customer. Measure the right thing,
know what you’re measuring.
HRMJ: A person with a background in manu-
facturing might argue that these relationships
can only be quantified in firms with a very
clear value chain, like retailing. Would the
same measurement process you pioneered
at Sears be equally applicable at Ford, for
example?
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Tony Rucci: Absolutely. It is perhaps more
obvious at Sears, but think about firms like
Toyota, Herman Miller, or Starbucks. These
firms all manufacture a product, even if that
product is a great cup of coffee. The Sears
case showed a relationship between employee
attitudes and customer satisfaction and finan-
cial performance. In manufacturing, employee
competencies and attitudes are ultimately
manifest in product design and quality. My
view is that the ultimate objective for a firm is
that these employee competencies and atti-
tudes should become part of the firm’s brand.
For example, consider firms like Disney,
Southwest Airlines, and Nordstrom. For these
firms, employees are an integral part of the
product that consumers buy, so, measuring
brand equity is also measuring employee
equity and capital in these businesses.

Ford is a superb example. It has undergone
a tremendous turnaround over the last 10 to 12
years, to the point that this year it will generate
more profit than any other corporation in the
world. How has it been done? By focusing em-
ployees on quality—and    measuring and com-
municating the results of their efforts.
HRMJ: You mentioned in the Sears case that
maintaining the momentum in change efforts
is very difficult. Any insights into how this can
be done? The most frequently cited challenge
facing the HR professionals we interviewed
was change management.
Tony Rucci: You have hit one of my hot
buttons! I think that the term change man-
agement is the wrong one—it is too far
downstream. HR professionals should focus
on creating change, not managing it. The fo-
cus should be on creating purposeful,
goal-directed efforts at creating change in or-
ganizations. To do this, you need to keep the
gap in front of people whenever you can. No
company is doing everything at world-class
levels, so you need to continuously show the
workforce where the gaps are on the firm’s
important strategic levers. At Sears, we had
three years of monumental improvement
across all of our most important metrics, but
after all of that work, we were still only
mid-pack against our most important exter-
nal benchmarks. So, we kept putting this gap
in front of people to help them understand
where they needed to improve.

HRMJ: At Sears you had a lot of support
from CEO Arthur Martinez in your efforts to
establish a strategic role for HR. Many senior
HR managers are not so fortunate. What ad-
vice do you have for HR professionals who
want to play a strategic role in their firm, but
find little support among senior line manage-
ment?
Tony Rucci: Good question. Certainly, it
would always be nice to have the proactive
support of your CEO. But I think that having
the support of your firm’s CFO is equally
important. The CFO needs to be convinced
that nonfinancial metrics are important be-
cause they are leading indicators of the firm’s
financial performance. So, if I didn’t have the
support of the CEO, I’d begin to work on
the CFO.

Next, I’d find a core group of “believers”.
I have often heard CEOs say that “If I could
only get the support and buy-in of middle
management, we could move forward”. I don’t
really think that this is the issue. I think that
organizations sort themselves vertically, not
horizontally, on any number of factors. I
believe that only 1/3 of the employees at any
given level in the firm really “get it” and want
to change and move the organization forward;
1/3 of the workforce will comply because they
think they have to; and 1/3 of the workforce
will actively resist change efforts of any kind.
At Sears, we had 12 members on the Execu-
tive Committee; 1/3 of them “got it” and were
actively involved in the change process, 1/3 of
them simply complied, and 1/3 of them
wouldn’t change if their lives depended on it.

In my career, the biggest lesson I’ve
learned about creating change is this: I have
spent too much time and energy on the bot-
tom third that doesn’t want to change. I have
found that you need to focus on the top third,
and devote your time, effort, and resources to
identifying and supporting those people. I
would say that if you don’t have the support
of the CEO, too bad, that’s life. You need to
get on with it. Find those employees in the
top third and give them all your support.
HRMJ: Mike, what is the role of a professional
organization such as SHRMJ in helping HR
managers become strategic partners?
Mike Losey: Our role is to ensure that we
do all we can to advance the interests of the
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profession and the professionals in it. Unfor-
tunately, there are low barriers to entry into
the HR function. Few people get into HR as a
career decision in college where they may have
had the opportunity to prepare for a career.
Even now, at the more than 300 SHRMJ uni-
versity student chapters, we only have a total
of 9,000 students. Although that may sound
like a lot, given the reduction in schools offer-
ing degree courses in HR or even significant
majors in the field, there are simply too few
people gaining university-level education to
sufficiently influence the profession. For in-
stance, there are approximately 700,000 HR
professionals in the United States, and some
of them (5% or so) must be replaced each year
because of death or retirement. Considering
that the profession is expected to grow, by
possibly another 5% a year, we may need
70,000 new HR people annually. Our student
program will yield possibly 4,000 or 5,000 HR
graduates annually, but only a portion of them
will find their way into the profession. Where
do the rest come from?

The answer is that they come from all over.
There are successful people from customer
service, administration, legal, manufacturing,
engineering and other fields. They are good
folks and the boss says either, “We are now
big enough that we need a HR department
and you are it”—or the boss says, “Those HR
people are good people for the most part, but
they do not understand the business”. Thus,
many people who enter into the profession
know little about the actual field of human
resources and have never had formal educa-
tion in it.

This is why SHRMJ’s emphasis is on pro-
viding current and useful information through
its publications, research, and information
center and library. In addition, it provides
professional development and education but-
tressed by HR research through the SHRMJ
Foundation and certification through its
affiliate, the Human Resource Certification
Institute (HRCI).

The profession is evolving, and with
more and more serious-minded, qualified HR
professionals, they are making a difference in
their organizations. This is why we have had
such explosive growth in our membership. For
instance, it took SRHM more than 40 years

to grow to 40,000 members. However, given
the growth of our programs and services and
no increase in dues since 1990, our member-
ship has increased by a multiple of three—to
more than 120,000 members currently.
SHRMJ is now, by far, the largest such HR
professional society in the world.

Certification also has witnessed explosive
growth. Since 1990, when HRCI tested ap-
proximately 2,000 people annually for their
Professional in Human Resources (PHR) and
Senior Professional in Human Resources
(SHPR) certifications, the number of exami-
nations has grown to more than 15,000 an-
nually. We would like to think that HRCI’s
certification has become the accepted national
standard for individuals interested in satisfy-
ing first themselves, and then others, that they
know the body of human resource knowledge.
HRMJ: Dave, you have written quite exten-
sively about employee competencies and
organizational capabilities. In HR Champions
you argued that HR managers must effectively
balance four roles: (1) Employee Champion,
(2) Change Agent, (3) Administrative Expert,
and (4) Strategic Partner. In your view, in what
areas do HR managers need to do the most
work?
Dave Ulrich: The four roles we crafted in the
mid-1990s have received a lot of attention.
Some of the original insights still seem valid.
First, an HR department must assume all four
roles at a high level to succeed; it is not viable
to ignore the administrative work and still
function well as an HR department. Second,
HR professionals need to engage line manag-
ers in a dialogue about which roles are most
important at any one point in time. Third, no
one person in HR has to excel at all four, but
the overall department must be good at all four,
which requires respect for roles not played by
any one person. Fourth, each role implies a
set of tools and/or skills to be successful.

With these continuing insights come some
new thoughts. These are clearly not the only
four roles played by HR professionals. Each
role was originally assigned a “deliverable”. As
new deliverables for HR become important
(e.g., knowledge management), new roles for
HR will emerge (e.g., knowledge manager or
learning officer). In the global context, these
roles will have to focus on managing the
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paradoxes of acquiring global leverage and lo-
cal flexibility. The paradoxes in the roles may
increase.
HRMJ: What do you believe to be the most
significant barriers to the evolution of HR to
a more strategic role in organizations over the
next ten years?
Mike Losey: The most significant barrier are
CEOs who do not realize that human resource
management is a profession and believe in-
stead that almost anyone can do it and thereby
put senior people without the right skills and
knowledge in the position.
Tony Rucci: I think that there are three signifi-
cant barriers to HR playing a more proactive
role in the next ten years: (1) Lack of basic
economic literacy among HR professionals, (2)
HR professionals who are not comfortable tak-
ing risks, and (3) HR professionals who don’t
demonstrate courage of conviction about their
principles.

The use of the phrase “strategic partner”
has been bugging me for ten years. HR man-
agers should quit asking for a place at the table
and just go out and take some risks. You are
going to have to take some risks and be un-
popular if you are going to create real change
in an organization. If everyone likes the
change management program that you have
developed, I can guarantee you that it will not
be successful. And when you champion un-
popular ideas, your courage and principles will
be tested. Can you continue to go in and do
what you believe to be in the best interest of
the firm in spite of the resistance? This is the
test of a real leader, in any profession.
Dave Ulrich: HR professionals in many com-
panies act strategically; they are participating
actively in management meetings, turning
ideas into actions, forcing dialogue of critical
issues, raising alternatives to business invest-
ments, and taking a stand on HR investments.
Where HR is playing a more strategic role,
the following seem to apply.

First, measurement of HR work in business
terms. One client who was working on faster
decision-making focused on team-building so
that product decisions could be faster. Another
client used action-learning as a development
experience so that global projects could be
implemented. Asking the “so that” of HR work

forces a shift from the HR activity to the busi-
ness impact. Measuring this business impact
will be critical to HR going forward. The work
on a balanced scorecard that shows a HR value
chain (HR practices increase employee com-
mitment, which in turn affects customer
mindshare, which collectively affect investor
value) must be continued and refined. The
work showing how investments in bundles of
HR (or capabilities) affect the intangibles of
the firm needs more rigor and exposure so that
executives appreciate the impact of HR work
on their valued outcomes (share price).

Second, organization capabilities, HR
practices, and HR professionals as business
partners may shape business strategy, not just
respond to it. There are some strategic deci-
sions where HR professionals may not be
qualified to comment. One retail company
chose “chartreuse” as the dominant color
scheme for the upcoming season. The mer-
chant whose job it is to know consumer trends
and make informed bets on future fashions
had both insight and instinct on what color
to pick. HR professionals may not need to
know what color to pick, or they may not have
to be involved in every strategy decision,
particularly where they have little expertise.
But, in other cases, the HR insights and in-
stincts add enormous value. When Hallmark
embarked on a flower and family nurturing
strategy, this investment was tied closely to
its culture, which the top HR executive un-
derstood intimately, thus allowing him to
participate not only in the execution, but also
in the shaping of this new business venture.
HR professionals’ proactive, aggressive, and
timely role in shaping—not just implement-
ing—strategy will likely grow as they gain more
understanding of the business process.

Third, HR professionals need to quit talking
to themselves and begin engaging with business
people. HR professionals must learn answers
to some basic business questions:

Where is wealth created for this organiza-
tion?

Who are the customers, and why do they
buy from us rather than a competitor?

What are the financial indicators our inves-
tors care most about and how can we make
progress in them?
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What is the next wave of technology and
change for our industry and firm, and how
can HR work help position the firm to suc-
ceed?

These questions can only be answered in dia-
logue with business leaders, not with HR people
meeting and talking to themselves. Likewise, HR
professionals should be aware of and see impli-
cations of emerging business issues such as:
convergence, disintermediation, globalization,
social responsibility, speed, technology, and
other emerging business issues.

Fourth, HR professionals must continually
learn. Programs and ideas that worked ten
years ago and were built on solid theory and
research likely need to be changed to meet
current business conditions. In this sense, HR
folks are their own worst enemies to change
. . . we often find programs and practices
we like and stick with them rather than let-
ting them go. Being unrelenting about the
pace of change will help HR professionals
learn and innovate.

HRMJ: Tony, your career path has taken you
from senior VP roles at Fortune 500 compa-
nies to the Deanship at a major business
school. How can universities help to train the
next generation of HR professionals?
Tony Rucci: When you use the word “train-
ing”, you raise the hackles of a lot of academics.
Traditionally, schools and universities educate,
while firms do training, which to me is more
vocational or technical in nature. So, is the role
of the university to train or to educate HR
professionals? In either case, I believe that
business schools should emphasize the critical-
ity of innovation in organizations. How do the
systems we create affect the ability of an orga-
nization to be innovative? This is a key issue.

It might sound like I am being critical of
the profession; I’m not. The opportunity to
create significant change through HRMJ has
never been better, and I am scared to death
that we will miss it. There have been many
changes in our economy over the last 50 to
100 years. Since the beginning of the century
we have moved an agricultural economy to a
labor economy to a service economy. And I
would argue that we have already transitioned
from a service economy to an information

economy, which allows for the greatest poten-
tial contribution of people. I’m reminded of
the story about Joe Scanlon, who made so
many innovations in compensation systems,
gain sharing, and Scanlon plans. He was a
diehard union man. Supposedly at his retire-
ment party, the management team got up and
said nice things about him, maybe gave him a
watch. His response was interesting. He said
that for all these years, the firm had been pay-
ing him to use his hands, but for no additional
money they could have had his mind, too.
What a shame.

The moral here is simple. How do we
educate and train HR professionals and HR
leaders who create environments where
people are allowed to come into work each
day and do what they do best and contrib-
ute their ideas?
HRMJ: What is the role for academic schol-
ars of HRMJ in this new reality? That is, what
kinds of research should we be doing, and what
kinds of research should we avoid? Are HR
practitioners out in front of the academics? If
so, what should be done about it?
Mike Losey: The role for academic scholars
of human resource management is the same
message as for CEOs. Not everyone can do
this job. Help us prepare professionals. Quit
subordinating HR courses to other depart-
ments and offer degrees in HR or at least
significant majors.

The priority given to HR in the past was
primarily driven by the fear factor associated
with collective bargaining. The CEOs’ risk was
that, if not managed by someone who could
ensure labor peace under reasonable costs
measures, the union could do more harm and
be a greater threat than any industry competi-
tor. Also of concern was our nation’s national
labor policy and its competitiveness. Thus, the
creation of labor studies programs and insti-
tutes at Cornell and other universities after
WWII. With the decrease in the percent of
union membership in the workforce, we may
have also falsely assumed that such risks to
the organization no longer exist.
Tony Rucci: The primary research focus should
be on the impact of HR on performance out-
comes—customer outcomes and financial out-
comes. We should do more research on what
creates excellent organizational performance.
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We should avoid research on “HR”. This is a
profession that has spent far too much time
worrying about the profession. Let’s quit wor-
rying about the profession and start worrying
about the health of our organizations.

Are HR practitioners out in front of the
academics? It is a moot issue if both practitio-
ners and academics come in 10th and 11th in
an 11-horse race. While we’re busy arguing
the point within the profession, we run the
risk of becoming increasingly irrelevant in or-
ganizations. The question is whether or not
they are both out in front of the competitive
issues facing their organizations.
Dave Ulrich: It is unfortunate that the gap be-
tween academics and practitioners has widened
in some cases. Someone described academics
as astronomers in rooms with no windows. At
times, academics learn more and more about
theoretical constructs and research rigor but
miss the underlying phenomenon being stud-
ied. Practitioners who avoid theory and research,
on the other hand, will likely re-experience the
same problem over and over, not fully under-
standing how to resolve it.

Academics should provide explanations of
why things happen as they do so that things can
be fundamentally changed. To do so requires
understanding of the phenomenon being stud-
ied. It amazes me to read articles about “perfor-
mance appraisal” and how to do it written by
someone who has probably never had an
appraisal or talked much to those who have had
them. Theory and data may become sterile. I
become afraid that the “Academy of Manage-
ment” might more appropriately be retitled the
“Academy of Ourselves” since we in the
academic world too often talk primarily to
each other.

Prescriptions for academics: get out, talk
to executives, listen hard to interesting phe-

nomenon (e.g., in building his elegant theo-
ries, Karl Weick has listened long to and
thought carefully about how fire fighters man-
age in a crisis and how jazz bands work ). Once
a phenomenon is understood, try to create
theories that explain it in robust and unique
ways (HR does not have to always draw its
theory from  economics, political science, or
sociology, but can create new theories of firm
and employee behavior). Visualize, draw, and
depict theories as if they are holograms being
looked at from all sides. Debate them with
practitioners and academics. Find HR profes-
sionals who see the value of the theory and
talk with them about the ideas; ask them to
push back and show where the theory falls
short. Draft the theory in rigorous ways to
make sure that it is clear. Test it with hypoth-
eses, measures, and data.

Practitioners, on the other hand, must not
be lazy and rely on word of mouth or popular
press to lead their work. They should be literate
in theory and research. After a talk on learning
to a conference of chief learning   officers, where
I referred to the seminal work by Chris Argyris,
a number of chief learning officers (CLOs) in
top firms asked how to spell his name. This
might be excusable for neophytes, but not for
the thought leaders in the field.

Prescriptions for HR practitioners: Find
some authors you like and follow them; get on
their mailing lists for early drafts, white papers,
and so on, and comment on them; become part
of the inquiry process; work to write up some of
what you have done, and don’t be afraid to use
references and sources to support your claims;
attend academic conferences and read the work;
think statistically—do mini-field experiments to
constantly learn.
HRMJ: Thank you all for your insightful
contributions!
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