H280 Session #4

Human Resources at the AES Corporation case

Company Overview

· Dennis Bakke, CEO

· Barry Sharp, CFO

· AES develops, builds, and operates electric power plants

· 25,000 employees

· Founded in 1981; went public in 1991; has plants in US, England, N. Ireland, Argentina, China, and soon, Pakistan

· Mission: “supplying electricity to customers world-wide in a socially responsible way”

· Highly complex and competitive environment: large oil and gas subsidiaries with deep pockets are entering the business

· Most growth opportunities occurring in developing or emerging economies

· AES’s competitive advantages:

· Agility and speed

· Ability to commit corporate equity and arrange complex financial transactions

· AES’s competitive disadvantages:

· Emphasis on integrity

· Four core AES values:

1. Integrity

2. Fairness

3. Social Responsibility

4. Fun

· Values take precedence over profit maximization (although AES has been highly financially successful to date)

· AES’s core assumptions about its employees:

· are creative, capable, and trusted

· are responsible and accountable

· are fallible

· want to contribute to society and enjoy challenges

· are unique and deserve respect

· Principles of decentralization and empowerment
· i.e., financial decisions not made by CFO, but by project teams with little or no finance training

· Four measures of company performance:

1. Shared Values (see above)

2. Plant Operations: safe, clean, reliable, cost-effective

3. Assets: changes to assets, including employees

4. Sales Backlog: backlog of contract revenues

Thames, Connecticut plant

· Immaculate plant

· Funds environmental projects

· 59 employees

· ~20% have college degrees

· Low turnover, due to employee pride and feeling of uniqueness

· Hiring practices

· Little emphasis placed on credentials during hiring process

· Focus on self-motivated, dependable people

· No one hired into senior-level or project director positions; most promotions filled from within

· Done by plant personnel (volunteers) at all levels; no HR dept. or headhunters

· All involved must agree that candidate fits in

· Hiring process takes 1-6 weeks

· Compensation and Benefits

· No set salary schedule

· Not highest paid, because people should work there for the culture, not $

· Currently discussing making salaries public over concerns of fairness

· Individual, plant, and corporate-wide bonuses make up 20-25% of salary

· Matching contribution retirement program

· High stock ownership among employees

· Training and Development

· Proactive efforts to improve problematic employees

· No centralized training; informal mentor system

· No formal career paths; self-generated advancement

· Employment Security

· No organization-wide layoffs; staffing reductions aim to be made voluntary

· Can lead to temporary over-staffing

· Work Organization

· TRUST is key: no one watches over you

· Decision making primarily made by task forces and informal communication

· Highly decentralized decision making

· Emphasis on performance (financial and operational) information sharing

Human Resources at AES

· No human resource staff (also no PR, legal, environmental, or strategic planning departments)

· Pros: flexibility; feeling of responsibility among employees

· Cons: absence of specialization

· Debatable (could be pro or con): continuous learning 

· Written employee policies replaced with “discretion and good judgment”

Organizational Design (yippee!) and Management Principles

· Five hierarchical levels: 1) Front-line people, 2) area superintendents, 3) plant managers, 4) regional presidents/division managers (only recently added, to promote interaction between HQ and plants), 5) CEO

· Formal job descriptions replaced by small, interrelated teams w/flexible responsibilities

· Goal: encourage people to be innovative

· “conglomeration of small communities”

· supported by information sharing and individual responsibility and accountability

“Hmm,” muses Dennis Bakke, “How will AES operate as we continue to grow and as competition increases?”

