The new economic reality and the HR response
From close up these are frightening times. The crisis is worldwide and, despite extraordinary steps by governments to support the world’s financial system, recession is likely to worsen during 2009.

The lesson from past recessions is that a downturn cruelly exposes our weaknesses. Yet, as the rush of people buying premium Apple products and UGG boots shows, there are still opportunities to reward our strengths.

John Philpott[footnoteRef:2], Chief Economist of the UK’s CIPD (Chartered Institute of Personnel and Development, forecasts that although unemployment will grow, it will peak at below the level of previous recessions. Economies look likely to resume growth in a year or two and Philpott forecasts unemployment will be down to pre-recessionary levels in four years. [2:  “Happy New Year, Anyone” People Management, CIPD, London, 1 January 2009] 


Faced with this new reality, what can we learn, what are the issues, and how can HR contribute? CPM is able to draw from a wide range of experience and feedback from clients in the Belgium and from ACE network clients across Europe. The picture presented is remarkably consistent. 

· Strategy development– The downturn means most businesses are rethinking their strategies and HR input is even more urgently needed to ensure people resources are where they are needed most. This is a time for rethinking HR strategy.

We find there is often misunderstanding over the definition of strategy. A succession plan, or 360o feedback are not strategies – they are ideas that can support a strategy. It is easy to fall into the trap of changing or improving discrete processes without thinking these through in an integrated way. What is important is a clear understanding of which HR strategies will deliver the business strategy and which HR tools must be deployed. It is not the tools themselves that are key but what you do with them so that you drive the skills, behaviours and organisation culture required to deliver the business plan, especially if this has now been revised. 

Recession is certainly a time to build on what is already in place and create integrated people processes that give out clear, consistent messages that reinforce core values.

· Strategy implementation – It is now especially important for the people at the top to use a leadership style that strikes the right balance: not too controlling, but not too laissez-faire either. A style that is too controlling stunts innovation and drive, whilst a laissez-fair approach can leave people feeling abandoned and unsupported.

· Motivation – is damaged during recession, as people feel increasingly insecure. This insecurity can come from problems outside work, such as family members facing redundancy, or from financial problems, as well as inside work.

So what is to be done? This new reality requires appropriate responses:-

· Start at the top - In looking at where best to focus effort and depleted budget, don’t forget the top team. Many of our contacts are reporting lack of self-confidence when it comes to reformulating and driving through revised business strategies. Executive coaching is proven to be especially beneficial at this level.

One of our ACE colleagues has recently completed a 360-degree feedback programme for a Board of Directors and cross-referred this to the results of their previous employee survey. This offered support on different levels. It gave each person the opportunity to think about themselves and how others see them and to use this for personal development planning. It additionally gave each director a personal analysis of their 360 compared to the employee survey and a team report so that they can identify jointly how to drive the culture of the organisation and increase employee engagement.  Such a programme is a highly effective repositioning of tools that many organisations already have in place.

· Motivation – Whilst many HR departments will be preoccupied with issues of redundancy now is a crucial time to build morale and motivation for those remaining. 

Insecurity is reduced by greater transparency over plans and decisions. HR has a role here in facilitating increased two-way communication, where managers and directors give out more information, but crucially do more to listen, to seek out views and to give and receive feedback.  

Total Reward strategies that focus on the long-term and that link to development and recognition should also be on the HR agenda.

· Development – this is about planning for the future and possibly compensating for the lack of on-the-job development as a result of curtailed business plans. 

One of our clients has had to swiftly rethink its business strategy resulting in a new management post. They have run a development centre programme for the unsuccessful internal applicants. The benefits of this have been to maintain morale, encourage people to support the new appointee and encourage personal growth to ensure the future internal talent pool. 

Online tools that focus on helping people develop their behavioural capabilities and that can be followed through by self-coaching or peer-coaching can be highly effective, especially when they focus on a model that represents the organisation’s success criteria and links clearly to business challenges. This can provide development support for everyone at relatively low cost, leaving budgets available for areas of greater need. Using competency frameworks as a focus for development can be similarly effective.

Now more than ever is a time when HR can and should cost-effectively deliver improved organisational performance focused on ‘business’ goals. Contact us to discuss the ideas in this article……………
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