
According to the HR 
Scorecard Alliance, a 
survey established by 
Watson Wyatt Worldwide, 
many companies are not 
“putting their money 
where their mouth is.” 
Their findings indicated 
that, in the companies 
surveyed, HR's allocation 
of staff time and re-
sources is considerably 
out of alignment with the 
priorities of both senior 
line managers and their 
professional HR staff.. 
"Currently, there doesn't 
appear to be a strong 
correlation between how 
resources are allocated 
and the perceived value 
of the various HR 
activities," said Bruce 
Pfau, WWW’s spokes-
man.   "Indeed, while line 
managers ranked staff 
selection as second in 
importance, it was 36th in 
spending.  Likewise, 
employee retention was 
rated third in importance, 
but ranked only 44th in 
spending. We also identi-
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As humans, we often 
find that our actions are 
at odds with our beliefs 
or intentions. Such is 
obviously the case in 
allocation of HR funds, 
as discussed in this 
month’s lead article. We 
thank Grant Robinson of 
People Values for calling 
our attention to the Wat-
son Wyatt survey cited in 
the article! If the 
thoughts of Bruce Pfau 
and Ira Kay are of inter-
est, look for their book, 
The Human Capital 
Edge, which draws on  
much of Watson Wyatt’s 
world-wide research for 
its conclusions.—Editor 
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Pick a source, any source: 
with the differences in frac-
tions of a single percent-
age point, everyone seems 
to agree that there’s posi-
tive news in the US econ-
omy!  
• 3Q GDP up over 8%! 
• Residential construc-

tion up almost 25%! 

• Interest rates holding 
a half-century low! 

• Stronger spending 
by governments an-
ticipating rising tax 
revenues! 

Hold onto your ergonomic 
chairs, things are getting 
better! 
So, have you figured out 

how you intend to partici-
pate? A checklist for the 
future might include: 
• Do I have the capital 

to expand with the 
markets? 

• Will my key people 
stay with me, to pro-
vide a foundation for 
growth? 

• How will I add quality 
employees to handle 
increased workloads? 

• Do I have the skills I 
need to lead the busi-
ness to the next level? 

Explorers, businessmen 
& pioneers stay alive 
with preparation—are 
you prepared? 

fied significant gaps be-
tween what line manag-
ers perceive as the most 
important HR functions 
and how HR is perform-
ing those functions."  
They found staff selection 
second in overall impor-
tance among HR func-
tions, so it seems amaz-
ing that so many busi-
nesses still rely on tradi-
tional, gut-feel, interview- 
reference check proc-
esses to guide their se-
lection decisions. We are 
not heeding the carpen-
ter's maxim, “measure 
twice, cut once.” 

If retention is our # 3 prior-
ity, and we know that “most 
people don’t leave jobs, 
they leave people,” why 
have management devel-
opment and training been 
victimized so severely in 
the budget cuts of the re-
cent economic hard times?
Pfau and co-author Ira 
Kay, in their textbook ap-
proach to increasing com-
pany value through HR 
p rac t i ces ,  i den t i f ied 
“Achieving recruiting and 
retention excellence” as 
the number 1 HR strategy 
that results in increased 
value to the company. 
If you are in a position to 
impact the allocation of HR 
funds and efforts in your 
business, you owe it to 
yourself and your co-
workers to devote the time 
to identifying top priority 
HR activities, and making 
sure that your HR budgets 
are  in line with your goals. 
For more research & opin-
ion from Watson Wyatt: 
www. watsonwyatt.com 

• “Put your money 
where your mouth is!” 

• Economy surges for-
ward in Q3… 

• Want to improve your 
profits?                 
(Who doesn’t?) 

• Effective 360’s 

• Differences in Top 
and Bottom Customer 
Service Performers 
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same business, what hap-
pens if everything else is 
held constant, but ex-
penses are cut by $3,000? 
Which is easier? 
Don’t misunderstand: cut-
ting expenses while hold-
ing everything else con-
stant is no piece of cake, 
either—-or everyone would 
do it, all the time. It can, 
however, be done, and 
there is one area where 
cutting expenses is usually 
overlooked: the  costs of 
bad people decisions. 
Business owners decry the 
cost of shrinkage, workers 
comp insurance, liability 
insurance, wasted em-
ployee time, errors in pro-
duction, shrinkage, outright 
theft, customer loss due to 
poor service, absenteeism, 
substance abuse…. 
What do these costs have 
in common? They all are 
the result of bad people 
decisions—in hiring, pro-
motion, and placement. 
Our process of making 
these decisions, quite liter-
lly the foundation of our 
business and its profitabil-
ity (or lack thereof), is 
overly quick, deficient in 

critical information, and 
more likely than not to fail. 
(3 times more, in one 
study!) 
Gut instincts, the primary 
factor in people decisions, 
are our worst enemy—
seductive, comfortable, 
compelling—and wrong! 
The business leader who 
would improve profits by 
reducing costs would be 
well advised to look at de-
cision processes in the 
people arena with a pow-
erful magnifying glass: 
• Is there a standard, 

well-designed proc-
ess? 

• Where do we acquire 
critical information? 

• How is the information 
evaluated? 

• How are our decisions 
formulated? 

• Where are our checks 
and balances? 

• And, most importantly, 
how is it working?  

Review your processes, 
improve your information, 
make better people deci-
sions, and watch costs 
drop—and profits rise! 

...cutting ...cutting 
expenses expenses 

while holding while holding 
everything everything 

else constant else constant 
is no piece of is no piece of 
cake, either...cake, either...  
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Would you like your 
business to be more 
profitable? (rhetorical 
question) 
OK, how do you accom-
plish that? Historically, we 
have always relied on one 
of two major methods, or 
both in combination:  
1. Increase Sales 
2. Reduce Costs 
Which is easiest, and 
which accomplishes most?  
When I ask this question in 
seminars around the coun-
try, most people answer 
that cutting costs is easier 
than increasing sales. 
 I disagree. Put me in 
charge of your business 
for a year, and I can al-
most guarantee that I 
can  doub le  yo ur 
sales...but be careful that I 
don’t put you out of busi-
ness in the process. His-
tory books are full of sto-
ries of companies that suc-
cessfully sold themselves 
out of business, and I have 
participated in a few. 
Many businesses must 
increase their sales by 
$100,000 to increase their 
profits by $3,000. In that 
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them in misguided ways.” 
Many of the problems as-
sociated with poor imple-
mentation of 360 proc-
esses lie in the obsessive 
pursuit of “customization.” 
To produce a valid, reliable 
360 measure is a very ex-
pensive, exhaustive proc-
ess. “Customization” of 
such a measure is almost 
always a reduction in its 
validity, reliability, & utility. 
A second major failing in 
use of 360’s is follow-thru. 
Once you know what to 
improve in your managers, 

how do you go about it? 
Reliance on internal train-
ers can be cheap and inef-
fective, reliance on exter-
nal trainers may prove 
more expensive—and may 
still prove ineffective! 
Finally, a 360’s impact  
may fall short, unless it 
provides a “top view” of an 
entire organization’s man-
agement competencies 
and deficiencies. If you are 
considering a 360 pro-
gram, be sure that it ad-
dresses these issues—get 
what you intended to buy! 

The history of 360 degree 
feedback has been spotty, 
with a great deal of prom-
ise, often unfulfilled. In-
deed, in Bruce Pfau’s re-
search (quoted in this is-
sue), many companies 
that have invested in 360’s 
have actually lost market 
value! The authors go on 
to caution that 360-degree 
feedback must be used 
carefully: “Even when 
there is nothing inherently 
wrong with these prac-
tices, many organizations 
simply are implementing 
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...they (top ...they (top 
performers) performers) 
might not might not 

believe believe 
everything the everything the 
customer said, customer said, 
but they were but they were 

likely to be likely to be 
tactful in tactful in 

confronting confronting 
issues...issues...  

This company has several 
divisions, focused on ser-
vices to hospitality and 
tour ism customers 
across the United States. 
Centralized reservations 
services for all of their lo-
cations employ from 30 to 
70 agents, depending on 

the season. The Profiles 
Customer Service Per-
spective was administered 
to all of the reservations 
agents. The illustrations 
below are focused on the 
Top 5 Performers and the 
Bottom 5 Performers, as 
rated by their managers, in 

the reservations center. All 
had been employed 6 
months or more, and none 
were considered in immi-
nent danger of  losing their 
jobs, based on perform-
ance measures. Scores 
were matched to the Top 
Performer Pattern. 
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Match Scores for Top & Bottom Performers
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The most striking differ-
ence between groups was 
evident on the Trust scale: 
Top Performers were 
characterized by  lower 
scores on this scale, indi-
cating that they were more 
wary of what the customer 
intended and said—more 
likely to “take it with a 
grain of salt”. They com-
bined that wariness with a 
higher degree of tact, how-
ever—they might not be-
lieve everything the cus-
tomer said, but they were 
tactful in confronting is-
sues. Top performers 
were also more courteous, 
and  flexible when dealing 
with the customers. 
Note that Top Performers 
actually matched the Com-
pany’s Service Perspec-
tive at a lower average 
than Bottom Performers. 
Management speculated 
that these differences 
might be attributable to the 
Top group’s somewhat 
higher Proficiency scores, 
combined with higher flexi-
bility scale scores—Top 
Performers were more 
likely to see more than 
one way to answer a ser-
vice challenge. 
The graph of the Match 
scores, with the evident 
overlap in the 82-87 range  
for some members of both 
groups, indicates an op-
portunity for using the 
coaching information to 
bring Bottom Performers 
to a higher level. 

Group Differences:Group Differences:  



"Nothing is 
 more terrible 

 than ignorance 
 in action." 

  – Johann Wolfgang Von Goethe 
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