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Management Briefing
Making Empowerment Work

An Agenda for CEOs

This paper is a short guide for the decision
maker who is resolved to get behaviour that
will support change in the organisation’s
performance.

Every business performance improvement
involves change. In order to manage the
change activity effectively it is necessary to
provide a supportive working climate for
employees which leads to their motivation.

To sustain transformational change, address
these areas:

1. Deploy business results as measurable
outcomes.

2. Reward behaviour that achieves
business outcomes.

3. Align remuneration & performance
management.

4. Align resource development &
performance management.

1.0 Deploy business results
as measurable
outcomes

At the outset of any

change initiative you will
have:

¢ Made declarations
of vision, mission

and strategy.

» Explained the way you would like things
to be done around the company in the
future.

¢ Provided overall direction and promised
to serve as a role model for employees.

Well and good; however few people are
motivated by a set of value statements. You
will not change their attitudes through stating
your values. The central purpose of your
organisation will still be what your employees
believe it to be. You wil not have a
sustainable or different business result.

The key to managing and controlling change
effectively is the method by which you secure
the commitment of employees. You need to
change their behaviour to that which yields
the business results you need.

Do not beat about the bush. If the competitive
price of your product/ service needs to
change by say 40%, identify the new revenue
and cost base targets from your existing
baseline.
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While deploying business results is not rocket
science, deploying team and individual
outcomes can prove difficult because:

¢ Your business processes may not have
clear key performance indicators.

e Your product/ service costs may not be
sufficiently understood.

e The revenue opportunity from new
product/ service introductions is hard to
assess.

e Managers are uncomfortable about
committing themselves to meting out
positive and negative consequences for
performance because they feel that it
cannot be done fairly.

e The existing remuneration and
performance management systems
cannot cope.

Outcome based management uses structured
statements, without quantification or time
base, to define success. Thus leaving the
remuneration structure as the single most
influential mechanism restraining behaviour.
Change it. Change it now! Run a project in
parallel with your business improvement
projects to get ready.

2.0 Reward behaviour that
achieves business
outcomes

Traditional remuneration systems
are designed for the use of
hierarchical organisations. Their
grade structures (based on the
‘iob as described” and/ or
‘competence’):

¢ Use a ‘responsibility’
construct which encourages
‘Empire Building'.

¢ Recognise neither current
values nor differing value systems.
«  Encourage a ‘pay for points’ mentality.

« Focus on a relatively narrow range of job
demands.

Their salary structures when associated with
progression based on performance:

e Continue to recognise past performance
in current pay.

e Diminish the recognition of high
performance in current pay.

< Are open to manipulation when fixing
salaries for new starters, reassignments
and promotees.
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2.1.1 Standard outcomes
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This all impacts unfavourably on the work
climate and motivation.

To reward behaviour that achieves business
outcomes, you need to have the following job
management building blocks:

« Policies and effective procedures for job
evaluation, virtuous resource
development and performance
management as a strategy baseline.

¢ A mechanism for the deployment of
business results in real time.

* Project management of the real time
activities to achieve business results.

e Feedback of performance to redirect
activity, calculate performance related
pay and identify development
interventions.

2.1 The strategy baseline

At a macro level the structure of an
organisation is an output of the strategic
planning process.

The organisation structure is the arrangement
of teams of people into the specific areas and
levels of standard outcomes, decision
making, authority etc. to ensure effective
business performance.

Teams can be any combination of function,
process or project based group. The
organisation needs systems and procedures
to support itself and the teams within it.

Each team should have identified their
resource requirements (eg buildings, plant &
equipment, structure, and authorities) to
achieve the standard outcome for which it
was created.

Devipmnt

Plan

Job outcomes fall into two
categories, namely:

» Executive - the individual performs
activity to achieve the outcome.

* Advisory - the individual advises others
who's activity achieves the outcome.

The best job evaluation uses standard
outcomes.

The environment within which the job is
performed forms part of the evaluation of the
demands of the job. Job environments fall
into two categories, namely:

» Decision - the pressure for decisions in
the job environment.

» Physical - the physical pressures of the
job environment.

2.1.2 Job evaluation

Traditional remuneration systems make it
hard to evaluate the demands of a job
because they weigh the job as described, ie
you pay incumbents for holding the job
specification they have been assigned.

This is ineffective and leads to ‘the
characteristic vicious circle of escalation of
individuals’ points as new projects are
manned up’ and ‘an administrative overload
of job specifications & promotion reviews’.

Competence is frequently cited as a sound
basis against which to structure a
remuneration system, ie you pay people for
demonstrating that they have the potential to
contribute. There can be little value in the
employment unless standard outcomes and
specific objectives are achieved.

However job evaluation can make use of an
aggregate of competence as qualifying input
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for the prospective employee using the
following model:

e Technical - competence based on
industry and function.

* Role - competence based on the job
level in the hierarchical structure.

¢ Personal - competence based on basic
human attributes.

Thus, competence supports
outcomes in evaluating jobs.

standard

2.2 The deployment of business
results

Outcome based management means
deploying the business results you need for
teams and individuals using:

e Strategic planning & gap analysis, to
define clear and measurable outcomes
for each line of business. This is a
procedure that you will need to repeat
periodically and as required by catalysing
events.

* Lead, do, consult & involve goal
analysis, to construct the sum of team
objectives which will equate to achieving
the business results.

Deployment of Business Re

| CSF's
| Stakeholders
Business Objectives [ Measures
Actionable «
performance > &
measures Relationship 5|3 |E
required to Matrices R
manage [ | |* | 8
business |

You will have overcooked it if the arithmetic is
anything more complicated than basic Activity
Based Cost analysis.

2.3 Project management

Poor project management is the primary
cause of teams failing to achieve
satisfactorily. In order to manage vyour
projects effectively you need to:

e Define the result.
e Set clear project milestones.
2.3.1 Define the result

Rally people around positive, simple, and
stretching project goals.

The simpler the better. You want everyone to
understand why they are doing this. An acid
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test, when everyone understands how their
activity contributes to the desired output.

When you set stretch goals, people become
more creative and radical in their thinking.
The more stretching the goals are, the more
people have to go back to the basics to
achieve them.

2.3.2 Set clear project milestones

Many projects die because, after the early
hype, the execution is so poor that people
lose heart.

Focus on the outcome, and the milestones
that support it, so that you are driven by the
outcomes, not the activities.

Your milestones drive the projects, not the
work plans. Change the work plans as often
as you like, but never miss a milestone,
unless you want a different outcome.

To really trust your milestone plans you must
develop the critical path of milestones before
you build work plans.

2.4 Feedback of performance

Standard outcome based job evaluation
provides the basis of all feedback,
assessment and corrective action, as follows:

e Performance measurement - feedback of
the results of teams’ activity into
operational plans designed to achieve
the business objectives. Performance
measurement is structured around
objectives (quantified time-bounded job
outcomes) which reflect current
operating plans.

¢ Performance appraisal - feedback to
individuals of the effectiveness of their
outputs in the achievement of objectives.

¢ Keep the link between performance
and reward simple. Keep payment
structures simple. Ensure that the
impact of performance based
increments do not alter on-going and
fundamental relativities. Performance
appraisal rewards achievement, and
complements & refines progression,
through succession and career plans.

¢ Development and training plans can
best be structured by assessment of
competence gaps identified during
the performance appraisal process.

¢ Anunderstanding of the structures of
competence relative to overall job
demands enables realistic personal
development plans and succession &
career structures to be developed.
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3.0 Align remuneration &
performance management

If you are transforming
your business then you
are driving change in
your job management
system. Do not do it
unwittingly:

¢ As you slim your organisation you
increase authority at the lower levels
when compared with the more traditional
hierarchy. This requires that job
outcomes be redefined.

e As you succeed (ie achieve business
results) in a predominately knowledge
based company you are changing the
standard outcomes more rapidly than in
a traditional company. This means that
you must change remuneration design
rather than let remuneration design
inhibit change.

Remuneration Design Management is a
particular problem for companies using matrix
structures and/ or using many project teams
because the teams cannot:

* Understand the difference between their

Managing interface(s)
On the Interface Task

Strategic level outcome:
+ Job evaluation

Project outcomes:
« Team mobilisation

framework mobilisation
» Resource capacity plan « Assessment of indi
+ Budgets contribution to tean

« Team results

n « Assignment monitc

Operations level outc
« Resource acquisitic

Functional outcomes:
* Assessment of

Q

o . . . .

5 individuals contribution to team

§ to business results « Performance meas
4  Skills development appraisal

+ Career monitoring + Personal Developn

accountabilities and responsibilities.

e Work comfortably with dual
accountabilities or responsibilities.

These interfaces between teams can only be
managed effectively if they are defined in
terms of standard outcomes. Consciously
remunerating successful outcomes virtuously
reinforces your capacity to change and the
rate at which you can change.

In designing remuneration to reward

outcomes effectively:
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* Reduce the number of grades.

* Narrow the salary bands.

* Increase the bonus components.
* Achieve internal equity.

* Reduce the dependence on external
benchmark.

3.1 Number of grades

A smaller number of grades reduces the
pressures for re-grading which bedevil
structures attempting to discriminate finely
between jobs.

3.2 Salary ranges

Broad salary ranges tend to result in salaries
which reflect past performance and length of
service. Narrow salary bands, or ideally a
single salary for each grade, coupled with
bonus elements paid monthly on the basis of
the previous semester's performance are
effective.

3.3 Bonus component

Use a combination of individual, team and
company wide incentives. Under such
arrangements an employees pay would
comprise the sum of;

» Base rate for the job.

* Measured or appraisal based bonus on
an individual basis.

e Team bonus based on measured

outcomes.

» Company bonus based on business
performance.

Larger bonus elements, maintain the

motivational aspect of the remuneration and
balance the interests of the organisation with
those of its employees.

3.4 Internal equity

Internal equity is best achieved by job
evaluation which measures a complex set of
outcomes, inputs and  environmental
demands in the context of desired
behaviours. Key features in maintaining
equity across the organisation, when linking
reward to performance, are then:

» The consistency of Performance
Appraisal.

» The impact of 'measured incentives',
such as Sales Force Bonus Schemes,
relative to 'appraisal based incentives'.

3.5 External benchmark
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Too much attention is given to external
comparisons by most remuneration
managers. The effect is inflationary. They
should only be used when establishing the
level of a new structure and when reviewing
its overall competitiveness. An external
comparison  should be triggered by
unacceptably low or high labour turnover.

4.0 Align resource development &
performance management

Traditional resource deployment is
fundamentally constrained by the ‘few good
people always being busy’ and the perception
of a ‘big gap between good and bad’. What
you need is a working environment that
develops competent average performance
where everyone is more or less deployed
effectively.

Businesses must manage to change
themselves. Are your people effective in their
current roles? Will they be effective in their
future roles? Can you recruit good leaders
internally? Do your managers behave in a
way which makes them effective cross
functionally? Have you a track record of
successful change? Are you capable of
changing fast enough?

Surrogate help is not

L]
Development & Traini
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4.1. Developing individuals who
can survive change

Help individuals to:

e Identify their roles and outcomes.
¢ Change themselves.

¢ Lead change in others.

e Align their own behaviour.

4.2 Developing individuals who can
lead change teams

Help groups to:

¢ Develop their roles in a team.

« Develop group operating processes
(including communication, decision
making, conflict management and
problem solving).

« Manage projects in an effective way.

4.3 Developing individuals who
know how to implement changes in
real business situations

Help individuals and teams to learn how to:

¢ Define the direction in which change
should be focused.

Re-engineer key

an  option for AN h business processes
Competltlve designed courses De5|gn g :
businesses. You will 2§ (including new product/
need: ’ 53 service introduction,
Q . " .
’ 25 production, fiduciary &
. ic Ch
« Individuals who ko %, support and supply
can make a o chain).
(=] .
positive 25 Operating Principle || Marigers who
: H >|.‘C“ System [ support change, ® |mp|ement
contribution to £0 | Developing Fc infrastructure changes
f di o Skills Transfer Output : Resource Dev . .
Orwar |ng < E 1 System I ManagemeglgThinkingin all I fﬂa:l;?;lerg;: that W|” Susta|n
o;_‘]ganlsatlonal a Output: Process Management o 0rgan|satl0na| Change
chanqge. [ Basic Management Skills,eg  []  Quality of Business Perf. L . . .
g 85 Presentation Skills SE,T;"S'V of Cust. Service / (InCIUdIng Changlng
e Teams that can £5 H Fomcivenagement L e structure, job
manage across A A/T evaluation,
organisational FO remuneraftlon and
interfaces content o
effectively. development & training).

¢ Results from action taken on line
learning how to improve the outputs of
operational processes.

To employ & develop managers who are
effective leaders of change you must develop
individuals who:

e Can survive change.
e Can lead teams in change.

*  Know how to implement changes in real
business situations.
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You are only just getting started if:

¢ You are the one coming up with change
leadership ideas.

e Change is managed by external
consultants.

e The target of your efforts is your own
management team.

¢ Your development is no more than basic
sheep dipping.
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On the other hand, if you receive good ideas
from your management team and they lead
the transformation then your development
really works.

Achieve the stretch goal of an ‘organisational
effectiveness development and training
system’, ie virtual development and internal
recruitment. Part of the role of your own
leaders is to spend some time transferring
their home grown change management skills.

To improve development and training
performance:

« Define your core competences, and
make sure that your development
addresses them.

e Establish just in time development, ie no
long lead times between any training and
its implementation.

e Tailor the development to suit the needs
of an individual or team.

e Conduct action learning based
development rather than off site theory
based courses. (Solve real problems).

Move away from the traditional mindset of
‘standardised training & development (we
train you) to personal development plans
(you develop yourself).

Conclusion

Communicate clearly to people the
compelling need if you expect them to act.
People need to have two further areas of
concern addressed before they are willing to
participate in changing business performance
‘Will | be able to cope? and ‘What is my
incentive?’

A virtuous resource development and
performance management system linking job
evaluation to standard outcomes and driven
by deployed business results answers the
questions. Get inside the employees decision
loop and change will seem normal.

Using an outcome based approach to fine
tune your organisation in terms of:

¢ Resource allocation.

¢ Organisation structure.
e Competence profile.

e Salary structure.

¢ Performance incentives.

Move from a situation of a job description per
person to a simple contribution framework of
say 5 to 15 salary points. Disassociate the
manning up, running and disbanding of new
projects with promotions.
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In order to progress, the individual should
seek out assignments which develop their
competence in developing teams with
challenging business results. Replace
protectionist (hierarchy, span of control, silo)
working relationships with cooperative ones
(team focused, issue based).

Replace the value ‘be busy and impress my
boss with ‘achieve results and develop
myself’.

Develop the necessary supporting systems
including:

» Job definition in terms of outcomes.
* Resource allocation.

e Competence profile and structure.
e Salary determination.

*  Performance management.

* Incentive schemes.

Using these tools it is possible to remove the
constraints which more traditional
approaches impose. Desired behaviours and
outcomes are incorporated in the
remuneration system and incentives are
consistently applied across the organisation
by means of bonuses relating to recent
performance. Jobs are re-designed and
competence is defined. You will have a
supportive working environment.

All employees support corporate thrusts
because they are empowered.
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The Change Works Limited are specialists at implementing change
and

Roberts, Strauss & Partners Limited are specialists in outcome based job
management & remuneration.

Working together we:

* Provide implementation support to companies who want to transform by
themselves.

* Incorporate business outcomes and supporting behaviours in your
remuneration system to focus employee commitment.

* Prepare and deliver tailored development programmes for creating leaders
of change.

* Produce business simulations & training tools to help change teams.

« Apply performance management systems tools to help you introduce total
job management.

If you would like further information please contact:
Either Peter Wilson or Brian Firth at:

Tel: +44 (0) 7000 400 330 Fax: +44 (0) 7000 400 331
www.the-change-works.com

Or Neil Roberts at:

Roberts, Strauss & Partners Limited
39 Wharf Road
Shillingford
Oxon OX10 7TEW
Tel: +44 (0)1865 858 334 Fax: +44 (0)1865 858 334
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