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Over the last 25 years, HR evolved to become a more 

global profession. Fanning reports nine characteris-

tics of a profession:2

•   Governing body: a profession has an accepted governing 

body or association.

•   Certification, education, and training: the governing body 

defines expectations for professionals.

•   Body of knowledge: a profession relies on a base of 

knowledge and insights that define accepted knowledge.

•   Code of ethics and discipline: a profession imposes ac-

cepted standards and conduct for performance.

•   Legal status: a profession has statutory basis within the 

country.

•   Research: professions fund future research and help drive 

data-based solutions.

•   Independence: professionals operate independently to 

serve clients.

•   Contribution to society: professions contribute to society 

through certifying members and offering legislative 

insight.

•   Recognition: professions are recognized for the quality of 

work that they do.

HR increasingly meets these criteria. Since 1987, we have 

done research to further the profession by defining the com-

petencies which explain what makes effective HR profes-

sionals at a personal level and what makes HR professionals 

effective as they impact business success. This research has 

been done in six waves every five years and has resulted 

in clarification of roles, standards, and expectations for HR 

professionals around the world (see table 1 for a summary of 

this research). 

Our 2012 research advances this work. Through partnership 

with the leading HR professional associations in Australia 

(AHRI), China (jobs51), India (NHRD), Latin America (IAE), 

Middle East (ASHRM), Northern Europe (HR Norge), and 

South Africa (IPM), and through our own extensive networks 

in North America including the Ross School of Business at 

the University of Michigan, we have collected data from over 

20,000 individuals to determine competencies required for 

HR professionals. To define competencies for HR profession-

als, we have relied on focus groups, theory, research, and 

experience to identify what HR professionals should be, know, 

and do. In 2012, this work resulted in 139 specific behavioral 

competencies.

To determine the degree to which HR professionals pos-

sessed these competencies, we used a 360-based survey 

methodology where HR professionals filled out a self-report 

survey and then invited both HR and non-HR associates to 

assess their ability to deliver these competencies. In addition, 

the survey had two outcome variables: personal effectiveness 

(“Compared to other HR professionals you have known, how 

does this participant compare?”) and business performance 

using an index of seven dimensions of business success. 

Table 2 reports the respondent roles for this research and ta-

ble 3 shows respondents by industry and region. These tables 

show that this data set includes self-report (HR Participants), 

the perception of HR colleagues (HR Associates) and those 

of line managers, peers, and clients (Non-HR Associates) 

data. These data don’t just represent HR people talking about 

what they think matters but also insights from those outside 

HR. It is interesting to note that the non-HR respondents are 

69 percent male while the HR respondents are 65 percent 

female. It is also interesting to see the ratio of employees/HR 

by industry. These results vary from 163/1 in agriculture to 

43/1 in mining. Looking for an overall employee/HR ratio is 

not wise given the wide industry variance. The data are also 

global with respondents from every region in the world and 

comprehensive in that most industries are well represented. 

We believe that this is the largest global, comprehensive, and 

longitudinal assessment of the HR profession.

These data enable us to answer three questions about the 

state of the HR profession in this article:

•   What are the personal demographics of HR professionals?

•   What are the competencies of HR professionals and 

how do they affect (1) the perceived effectiveness of HR 

professionals and (2) business performance?

•   What characteristics of HR departments best predict 

business performance?

*Note: This article was originally prepared for publication in the Human Resource Management Journal.
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Table 2: Respondents in the 2012 Dataset

Respondent Role Definition

N  

% Female  

% Male

All Respondents
All respondents who completed a majority of the 

139 competency items

20,013 

 

HR Associates
All respondents, participants, and associate rat-

ers who work in HR 

9,897  

F 65%  

M 35%

Non-HR Associates
All respondents, associate raters, who are not 

part of the HR organization

7,488  

F 31%  

M 69%

Participants
HR participants who elected to participate; each 

participant has associate raters as well

2,638  

F 62%  

M 38%

Table 3: 2012 Respondents by Industry and Geography

Industry
Ratio  
Employee/ 
HR

Total 
100%

U.S. and 
Canada

Latin 
America

Europe China
Australia/
New  
Zealand

India Turkey Africa Asia
Middle 
East

Agriculture 163  1 1 1 1 0 2 1 0 1 0 1

Banking 83 15 6 14 28 10 14 2 11 16 26 12

Chemicals 80 3 3 2 5 5 1 2 1 1 1 20

Construction 75 3 1 6 6 3 2 3 1 0 1 1

Food 103 4 6 7 4 1 4 2 6 4 0 2

Manufacturing 110 20 22 14 14 29 5 31 26 12 13 17

Mining 43 3 2 9 1 0 1 0 0 4 0 8

Pharmaceuticals 67 5 9 8 2 3 1 3 24 37 2 0

Public  
Administration 65 4 3 0 6 1 28 0 0 7 2 1

Services 81 31 37 29 19 36 31 43 3 51 45 32

Utilities 56 5 4 5 3 2 6 10 1 3 1 3

Wholesale Retail 92 7 7 5 9 11 6 1 25 1 7 1

1. WHAT ARE PERSONAL  

DEMOGRAPHICS OF HR PROFESSIONALS?

As indicated above in the 2012 sample, we have demographic 

data from 2,638 individual HR professionals. We have col-

lected similar demographic data over 25 years, representing 

the largest and most comprehensive longitudinal data-base 

available on HR professionals, so we can trace the evolution 

of the HR profession from 1987 to 2012. Table 4 reports these 

results and offers a number of insights:

•   Feminization of the profession. In the last fifteen years 

(from 1997 to 2012), males in HR have dropped from 70 

percent to 38 percent and females increased from 30 

percent to 62 percent. Clearly, women are moving into 

HR in increasing numbers. This trend has continued from 

2007 to 2012. It is also interesting to note that the non-HR 

associates are 69 percent males, which means that often 

female HR professionals are working with male associates. 
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•   Education of HR professionals. Over the 25 years, HR 

professionals tend to be highly educated. This continues 

in 2012 with 51 percent of the HR professionals having 

graduate degrees and 39 percent college degrees. This indi-

cates the high education expectations for HR professionals 

in today’s market. It may also indicate a bias in this sample, 

being more focused on more educated HR professionals.

•   Career patterns for HR professionals. As economic demands 

HR to do more with less, and information technology and 

outsourcing changes the size and shape of HR organiza-

tions, HR professionals are increasingly individual contribu-

tors who offer specialist insights (34%). At least according 

to our longitudinal research, HR careers may more likely be 

within a functional specialty than leadership roles in HR. We 

may infer that, to a significant extent, this is associated with 

increasing spans of control, and reduced layers, within HR. 

•  Years in HR profession. In the last fifteen years, we have 

found an increasing number of HR professionals in HR 

positions for less than five years (25%). This may indicate 

the growth of the HR profession or it may indicate the 

trend to move people across organization functions for 

career purposes. 

•   Role of HR professionals. In the last five years, there has 

been a drop in the percent of HR professionals who are 

generalists (49% to 40%) than specialists. Recruiting is the 

area of increased specialization which may indicate the 

increased attention to talent and human capital.3

The overall takeaway of table 4 is that the demographics of 

being an HR professional continue to evolve to match chang-

ing business conditions.

Table 4: Figure Characteristics of the Human Resource Competency Dataset, Rounds 1–6

Round
Round 1  
1987

Round 2  
1992

Round 3  
1997

Round 4  
2002

Round 5  
2007

Round 6  
2012

Gender of HR Participant 
•  Male 
•  Female

77% 
23%

78% 
22%

70% 
30%

57% 
43%

46% 
54%

38% 
62%

Education of HR Participant 
•  High school degree 
•  Associate college degree 
•  Bachelor degree 
•  Graduate degree

3% 
5% 
48% 
44%

7% 
7% 
43% 
43%

4% 
6%
42%
48%

4% 
9% 
42% 
45%

9% 
12% 
37% 
41%

3% 
7% 
39%
51%

Level of the HR Participant 
•  Individual contributor 
•  Manager of individual contributors 
•  Director of managers 
•  Top manager

20%
36% 
36% 
8%

24% 
41%
29%
6%

29% 
34% 
30% 
7%

24% 
34% 
31% 
11%

28% 
30% 
20% 
21%

34% 
39% 
19% 
7%

Company Size for HR Participant 
•  1–499 
•  500–999 
•  1,000–4,999 
•  5,000–9,999 
•  Over 10,000

15% 
10% 
25% 
11% 
39%

17% 
9% 
22% 
12% 
40%

22% 
13% 
34% 
11% 
20%

25% 
15% 
33% 
9% 
18%

31% 
14% 
28% 
6% 
20%

19%
33% 
10% 
10% 
28%

Years in HR for HR Participant 
•  5 years or less 
•  6–9 years 
•  10–14 years
•  5 or more years

10% 
14% 
26% 
50%

14% 
19% 
24% 
43%

13% 
15% 
21% 
51%

25% 
18% 
22% 
35%

24% 
20% 
23% 
32%

25% 
18% 
25% 
32%

Primary Role of HR Participant 
•  Benefits/medical/safety 
•  Compensation 
•  HR planning / strategy / affirmative action 
•  Labor relations 
•  Org. development / research / effectiveness 
•  Recruiting 
•  Training / communication 
•  Generalist

6% 
5% 
6% 
6% 
2% 
3% 
7% 
61%

5% 
4% 
8% 
8% 
5% 
6% 
14% 
45%

5% 
4% 
5% 
5% 
3% 
4% 
6% 
60%

4% 
6% 
8% 
6% 
13% 
4% 
12% 
48%

3% 
6% 
14% 
5% 
7% 
6% 
9% 
49%

3% 
7% 
14% 
4% 
9% 
11% 
11% 
40%
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2. WHAT ARE THE COMPETENCIES OF HR PRO-

FESSIONALS AND HOW DO THEY AFFECT (1) THE 

PERCEIVED EFFECTIVENESS OF HR PROFES-

SIONALS AND (2) BUSINESS PERFORMANCE?

As early as the mid-1980s, the American Society for Training 

and Development (ASTD) sponsored Patricia McLagan in her 

efforts to identify competencies for HR training and develop-

ment professionals. Her work subsequently broadened to 

include all HR professionals.4 Around the same time, a number 

of large companies began creating their own internal HR com-

petency models. Out of these independent efforts grew many 

frameworks for HR competencies, but there were relatively 

few efforts to document professional HR competencies across 

firms, industries, or geographies. The profession needed a 

competency model—a set of expectation for those who work 

in HR and a basis for assessment and improvement in the 

quality of HR professionals.

In 1987, we began a longitudinal research project (HRCS) to 

identify what HR professionals should be, know, and do to 

be effective. We wanted to define these competencies less 

by self-report of HR professionals and more by how others 

perceived the HR professionals. We also wanted to show the 

impact of HR competencies on how others perceived the 

individual effectiveness of HR professionals and how HR 

professionals impacted their business performance. This work 

resulted in the five waves of data collection reported in table 

1. These studies have resulted in several Ph.D. dissertations, 

several books, dozens of chapters, and dozens of articles.5 

They have helped shaped how effective HR professionals think 

and behave over the past 25 years. In recent years, many have 

built on this work to define competencies for HR professionals. 

Wright, Stewart, and Moore of Cornell Advanced HR Studies 

(CAHRS) surveyed 56 Chief HR Officers (CHROs) in 2009, 72 

in 2010, and 172 CHROs in 2011.6 For the 2011 data, both Eu-

ropean and U.S. CHRO’s suggested talent as the most critical 

challenge, followed by cost control, succession planning, cul-

ture, and employee engagement (responses vary somewhat by 

European vs. U.S. CHRO’s). They also found that building HR 

competencies is the largest obstacle to achieving the CEO’s 

agenda for HR. The practices most likely used to increase 

CHRO effectiveness include learning from an external network, 

business focus, self-development activities, and effective HR 

processes. They also identified eight roles for CHROs and 

time spent on each role: strategic advisor, counselor/confi-

dant/coach, board liaison, talent architect, HR function leader, 

workforce sensor, and firm representative. 

Boston Consulting Group has done biannual studies of the 

HR profession.7 In their 2011 study, they received surveys 

from 2,039 executives in 35 European countries. Based on 

executive assessments of “current capability” and “future 

importance,” the four most critical topics for HR included 

(1) managing talent (recruiting, development, retention), (2) 

improving leadership development, (3) transforming HR into 

being a strategic partner, and (4) strategic workforce planning. 

They identified five critical HR capabilities (competencies) to 

address these topics: transforming HR into a strategic partner, 

mastering HR processes, delivering on recruiting, restructuring 

the organization, and improving leadership development. They 

also highlighted the importance of technology and social media.

The Center for Effective Organizations (CEO) has studied HR 

effectiveness over the past number four years.8 In their recent 

work based on their experiences, they suggest six trends or 

shifts facing HR professionals: 

•   Hero Leadership to Collective Leadership

•   Intellectual Property to Agile Cocreativity

•   Employment Value Proposition to Personal Value Proposition

•   Sameness to Segmentation

•   Fatigue to Sustainability

•   Persuasion to Education

They suggest that these six themes need to respond to 

external trends as well as organization processes. They then 

propose HR structure and competency changes to respond to 

these trends.

Deloitte, a consulting firm, summarizes their recommenda-

tions for HR competencies into three broad requirements: (1) 

business (commercial awareness, business acumen, customer 

focus, aligned business to HR), (2) HR (employee relations, get 

the basics right, HR expertise, HR metrics, change delivery), 

and (3) consulting capabilities (brokering, trusted advisor, 

impact and influence, facilitation and coaching, leadership, 

project delivery).9 They argue that when HR professionals 

master these competencies, they are able to be business part-

ners who help their business be successful. They base their 

recommendations on case experiences with their clients.

Hewitt, another consulting firm, surveyed 85 individuals to 

find out how these 85 firms managed their human resource 

priorities and competencies.10 They suggested that HR profes-

sionals needed competencies in organization design, service 

delivery / technology, governance/metrics, strategy, and 

program design. When HR professionals master these four 

skill sets, they are able to help their companies manage their 

businesses. 

Roffey Park Institute, a research institute in London, surveyed 

171 HR professionals and interviewed seven subject mat-

ter experts and six line managers to review the validity and 
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relevance of the business partnering model for HR.11 They 

suggested HR skills in interpersonal relationship and business 

knowledge as key to success of those in HR. They also identify 

fourteen specific behavioral HR competencies and suggest 

that demonstrating consistent delivery and building HR cred-

ibility are perceived as top predictors of HR success. 

The Society for Human Resource Management (SHRM) has 

held a number of forums on the future of HR.12 By talking with 

HR leaders, they propose that HR professionals should learn 

the business, be willing to change, use more analytics, find 

and develop talent, show greater personal initiative, have 

discipline in execution, prioritize better, and become account-

able for results. 

The Chartered Institute of Professional Development (CIPD) 

has created an HR profession map that offers a comprehen-

sive view of how HR professionals can provide insights and 

solutions to their businesses.13 This map is organized around 

how HR can provide leadership and insights around eight HR 

practice areas: organization design, organization development, 

resourcing and talent planning, learning and talent develop-

ment, performance and rewards, employee engagement, 

employee relations, and service delivery and information. 

Most of these approaches to HR competencies rely on self-

perception by asking HR professionals to report on what they 

think they need to know and do in order to be effective. For 

our 2012 data, we identified 139 specific behavioral competen-

cies derived from the previous five rounds of data collection 

and from dozens of focus groups in which we identified cur-

rent business trends that require new HR competencies. As 

indicated above, we then collected data from HR participants 

(2,638), associates inside HR (9,897), and associates outside 

HR (7,488) on the extent to which the HR participants demon-

strated these competencies.

We then utilized factor analysis to cluster these 139 compe-

tencies into six domains of HR competencies. 138 of the 139 

items loaded .4 or higher which lead to the six domains (the 

details of the factor analyses are available from the authors). 

We then identified 20 subfactors within the six domains 

through secondary factor analysis. These six domains of 

HR competence are described below both in terms of what 

HR should focus on (e.g., strategy, HR, change) and how 

HR should focus on that area through specific HR roles (e.g., 

positioner, champion, builder, innovator, integrator). These six 

domains define the skills and knowledge that HR profession-

als should demonstrate.

Strategic Positioner. High-performing HR professionals 

think and act from the outside-in. They are deeply knowledge-

able of and able to translate external business trends into 

internal decisions and actions. They understand the general 

business conditions (e.g., social, technological, economic, 

political, environmental, and demographic trends) that affect 

their respective industries and geographical regions. They tar-

get and serve key customers of their organization by identify-

ing customer segments, knowing customer expectations, and 

aligning organization actions to meet customer needs. They 

also cocreate their organizations’ strategic responses to busi-

ness conditions and customer expectations by helping frame 

and make strategic and organization choices.

Credible Activist. Effective HR professionals are credible 

activists because they build their personal trust through busi-

ness acumen. Credibility comes when HR professionals do 

what they promise, build personal relationships of trust, and 

can be relied on. Being a trusted advisor helps HR profession-

als have positive personal relationships. A credible activist 

communicates clear and consistent messages with integrity. 

As an activist, HR professionals have a point-of-view not only 

about HR activities but about business demands. As activists, 

HR professionals learn how to influence others in a positive 

way through clear, consistent, and high-impact communica-

tions. Some have called this HR with an attitude. HR profes-

sionals who are credible but who are not activists might be 

admired, but they do not have much impact on business 

performance. Those who are activists but are not credible may 

have good ideas, but not much attention will be given to them. 

To be credible activists, HR professionals need to be self-

aware and committed to building their profession.

Capability Builder. An effective HR professional melds 

individual abilities into an effective and strong organization 

by helping to define and build its organization capabilities. 

Organization is not structure or process; it is a distinct set of 

capabilities. Capability represents what the organization is 

good at and known for that represents an organization’s insti-

tutional strengths and the reputation that the organization has 

relative to those strengths. HR professionals should be able to 

audit and invest in the creation of organizational capabilities. 

These capabilities outlast the behavior or performance of any 

individual manager or system. Capabilities have been referred 

to as a company’s culture, process, or identity. HR profession-

als should facilitate capability audits to determine the identity 

of the organization. Such capabilities include customer service, 

speed, quality, efficiency, innovation, and collaboration. One 
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such emerging capability of successful organizations is to 

create an organization where employees find meaning and 

purpose at work. HR professionals can help line managers cre-

ate meaning so that the capability of the organization reflects 

the deeper values of the employees.

Change Champion. As change champions, HR professionals 

make sure that isolated and independent organization actions 

are integrated and sustained through disciplined change 

processes. HR professionals make an organization’s internal 

capacity for change match or lead the external pace of change. 

As change champions, HR professionals help make change 

happen at institutional (changing patterns), initiative (making 

things happen), and individual (enabling personal change) lev-

els. To make change happen at these three levels, HR profes-

sionals play two critical roles in the change process. First, they 

initiate change by building a case for why change matters, 

overcoming resistance to change, engaging key stakeholders 

in the process of change, and articulating the decisions to 

start change. Second, they sustain change by institutional-

izing change through ensuring organizational resources, 

designing organization structures, facilitating systemic com-

munications, and orchestrating continual learning. As change 

champions, HR professionals partner to create organizations 

that are agile, flexible, responsive, and able to make transfor-

mation happen in ways that create sustainable value.

Human Resource Innovator and Integrator. Effective HR 

professionals know the historical research on HR so that they 

can innovative and integrate HR practices into unified solu-

tions to solve future business problems. They must know lat-

est insights on key HR practice areas related to human capital 

(talent sourcing, talent development), performance account-

ability (appraisal, rewards), organization design (teamwork or-

ganization development), and communication. They must also 

be able to turn these unique HR practice areas into integrated 

solutions, generally around an organization’s leadership brand. 

These innovative and integrated HR practices then result in 

high impact on business results by ensuring that HR practices 

maintain their focus over the long run and do not become 

seduced by HR “flavor the month” or by another firm’s “best 

practices.”

Technology Proponent. In recent years, technology has 

changed the way in which HR people think and do their 

administrative and strategic work. At a basic level, HR profes-

sionals need to use technology to more efficiently deliver HR 

administrative systems such as benefits, payroll processing, 

healthcare costs, and other administrative services. In addi-

tion, HR professionals need to use technology to help people 

stay connected with each other. This means that technology 

plays an increasingly important role in improving communica-

tions, do administrative work more efficiently, and connecting 

inside employees to outside customers. An emerging technol-

ogy trend is using technology as a relationship building tool 

through social media. Leveraging social media enables the 

business to position itself for future growth. HR profession-

als who understand technology will create improved orga-

nizational identity outside the company and improve social 

relationships inside the company. As technology exponents 

HR professionals have to access, advocate, analyze, and align 

technology for information, efficiency, and relationships.

We then identified the impact of these six domains on both 

the perception of the effectiveness of the HR professional and 

the performance of the business where the HR professional 

works (see table 6 and figure 1). 

Table 6: Impact of HR Competencies on Perception of HR Effectiveness and Business Performance

Mean score on this compe-

tence domain (1 to 5)

Impact on Perception of HR 

Effectiveness (beta weights 

scaled to 100%)

Impact on Business Perfor-

mance (beta weights scaled 

to 100%)

Strategic Positioner 3.89 17% 15%

Credible Activist 4.23 22% 14%

Capability Builder 3.97 16% 18%

Change Champion 3.93 16% 16%

Human Resource Innovator 

and Integrator
3.90 17% 19%

Technology Proponent 3.74 12% 18%

Multiple R2 42.5% 8.4%
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These data show that to be seen as personally effective, HR 

professionals need to be credible activists who build relation-

ships of trust and have both a strong business and HR point-

of-view. They must also have to have a mix of competencies 

in positioning the firm to its external environment (strategic 

positioner), leading organization capability and culture audits 

(capability builder), making change happen (change cham-

pion), aligning and innovating HR practices (HR integrator), 

and understanding and using technology for the benefit of 

the organization (technology proponent). These six domains 

of HR competencies explain 42.5 percent of the effectiveness 

of an HR professional. We found that this same pattern of HR 

competencies holds across regions in the world, across levels 

of HR careers, in different HR roles, and in all size organiza-

tions (these details are available from the authors). These 

six domains of HR competencies also explain 8.4 percent of 

a business’s success, but being a credible activist has less 

impact and being a technology proponent has more impact 

on business performance.

As the figure 1 below suggests, we view these six domains of 

HR competence operating in three spheres of influence:

•   Context. HR professionals work from the outside-in. They 

help define their organization’s strategic position by 

understanding general business contexts and specific 

stakeholder expectations. They turn these external factors 

into internal strategy, capabilities, and investments. As we 

have said elsewhere, the HR role is to look “through” the 

mirror of strategy in helping shape strategic needs.

•   Organization. HR professionals create strong organizations. 

HR high performers convert context into a framework of 

action and organizational discipline by building capability, 

leading change, innovating and integrating HR practices, 

and proposing technology initiatives that improve effec-

tiveness and efficiency

•   Individual. HR professionals attend to individuals, both 

themselves and employees, throughout their organizations. 

Strong HR professionals operate at a personal level as 

credible activists,who build relationships of trust so that 

they can advocate for both personal and business results. 

Figure 1: 2012 HR Competencies for the Future
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To offer more detail of what makes an effective  

HR professional, we looked at 20 subfactors that  

characterize the competencies of HR professionals  

(see table 7). 

Table 7: Subfactors for HR Competence on Individual Effectiveness and Business Success

Subfactors for the Six HR Competency Domains Mean (1 to 5)
Individual Effec-
tiveness 100%

Business Suc-
cess 100%

Strategic Positioner

Interpreting global business context 3.83 4.4 4.2

Decoding customer expectations 3.83 4.4 5.2

Cocrafting a strategic agenda 3.96 6.3 4.6

Credible Activist

Earning trust through results 4.36 6.9 4.0

Influencing and relating to others 4.24 7.0 4.1

Improving through self-awareness 4.08 6.5 4.7

Shaping the HR profession 4.13 4.4 2.9

Capability Builder

Capitalizing organizational capability 4.03 5.4 5.3

Aligning strategy, culture, practices, and behavior 3.94 5.3 6.1

Creating a meaningful work environment 3.94 4.1 5.2

Change Champion

Initiating change 3.94 5.4 4.8

Sustaining change 3.91 4.7 5.7

HR Innovator and Integrator

Optimizing human capital through workforce planning and analytics 3.95 5.5 5.6

Developing talent 3.83 4.0 5.3

Shaping organization and communication practices 3.94 5.8 5.6

Driving performance 3.87 4.7 5.2

Building leadership brand 3.87 4.9 5.4

Technology Proponent

Improving utility of HR operations 3.72 2.9 5.0

Connecting people through technology 3.77 4.6 6.3

Leveraging social media tools 3.68 2.7 4.7

Overall R2 .431 .10814
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These subfactors offer further insights on what HR profes-

sionals should know and do to be personally effective and to 

influence business success. 

Based on these data, we could offer specific advice to HR 

professionals attempting to deliver value:

•   Help position your company’s strategy. Learn to do HR 

from the outside-in, which means understanding the 

social, technological, economic, political, environmental, 

and demographic trends facing your industry; knowing 

specific expectations of customers, investors, regula-

tors, and communities; and then building internal HR 

responses that align with these external requirements. To 

gain personal credibility, work with other business leaders 

to cocraft a strategic agenda, but to impact the business, 

work to decode customer expectations.

•   Become a credible activist. This skill set is particularly 

helpful in building perceptions of your personal effec-

tiveness, but it does not have as much impact on your 

business’s performance. You can establish a relationship of 

trust with your business leaders by knowing enough about 

business contexts and key stakeholders to fully engage in 

business discussions, by offering innovative and integrat-

ed HR solutions to business problems, and by being able 

to audit and improve talent, culture, and leadership. Earn 

trust by delivering what you promise. Shaping the HR pro-

fession has relatively little impact on business performance.

•   Create a strong organization. To do so, you need to un-

derstand the key organizational capabilities required for 

your organization to achieve its strategic goals and meet 

the expectations of customers, investors, and communi-

ties. Learn to do an organization audit that focuses on 

defining and assessing the key capabilities your company 

requires for success and their implications for staffing, 

training, compensation, communication, and other HR 

practices. Aligning strategy and organization, and creating 

a meaningful work environment are particularly important 

in determining business success.

•   Become a change champion. This requires an ability to 

make change happen at individual, initiative, and insti-

tutional levels. Help individuals learn and sustain new 

behaviors. Enable organization change by applying a dis-

ciplined change process to each organizational initiative. 

Encourage institutional change by monitoring and adapt-

ing the culture to fit external conditions. Be able to make 

isolated events into integrated and sustainable solutions. 

The ability to initiate change has more impact on personal 

effectiveness, and the ability to sustain change has more 

impact on business performance.

•   Leverage your HR practices. Improving HR practices means 

having the ability to both innovate and integrate your HR 

practices. Innovation means looking forward into the future 

with new and creative ways to design and deliver HR 

practices. Integrate these practices around talent, leader-

ship, and culture within your organization so that they offer 

sustainable solutions to business problems. Evolve your 

organization’s HR investments to solve future problems. 

Building better HR practices is particularly helpful in driv-

ing business performance, particularly developing talent.

•   Develop into a technology proponent. Using technology 

and systems, master technology to both deliver the ad-

ministrative work of HR and to connect people inside and 

outside the organization to each other. Make social media 

a reality by using technology to share information and 

connect people both inside and outside your organization. 

Mastering technology has relatively little impact on your 

personal effectiveness, but it has a high impact on your 

business’s performance.

Our research extends other research by going beyond HR 

practices areas by collecting data from line managers and 

others outside HR, by doing analytics that show how HR com-

petencies drive both HR effectiveness and effective HR, by 

having a large global sample, and by having longitudinal data 

to track what it takes for an HR professional to be effective.

3. WHAT CHARACTERISTICS OF HR DEPART-

MENTS BEST PREDICT BUSINESS PERFORMANCE?

One of the CHRO’s primary responsibilities (along with the HR 

leadership team) is to lead the HR department. We have recent-

ly written about the emerging structure of HR organizations15 

in leading their HR department; CHROs face three decisions:

1. Who are the stakeholders on which the department should 

focus attention?

2. What are the people (talent, human capital) management 

practices that have the most impact?

3. What are the HR priorities for an effective HR department?

With the business performance data in this study, we were able 

to show the business impact of decisions in each of these areas.

Who are the stakeholders on which the department should fo-

cus attention? In our conversations with HR professionals, we 

often ask, “Who are your ‘customers’?” Almost always, we find 

that HR professionals define their customers primarily or even 

exclusively as employees or leaders inside their organizations. 

In our research, we asked the extent to which the department 

designed and delivered HR practices that add value to five 

stakeholders (see table 8). 
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Table 8: Impact of HR Department Stakeholder Focus on Business Success

How well does your HR department design and deliver HR practices 

that add value to the following stakeholders of your business?
Mean (1 to 5)

Relative Weighting on Business 

Success (100 points)

External customers 3.38 20%

Investors or owners 3.54 20%

Communities where you operate 3.53 18%

Line managers in your organization 3.77 21%

Your employees 3.78 21%

Multiple Regression R2 .260

This table indicates that effective HR departments balance 

their focus on all five stakeholders. This is a dramatic shift 

for most HR departments whose focus is primarily inside the 

company, on line managers and/or employees. We have pro-

posed that HR from the “outside-in” will be a key message for 

HR in the future.16 CHROs will have to take into account how 

customers, investors, and communities influence and shape 

HR work. For example, it is not enough to be the employer of 

choice, but the employer of choice of employees customers 

would choose. Customers (or investors) could be involved in 

design, delivery, and participation in training and development 

experiences. Performance management might include custom-

er buying criteria as part of the behavior and results standards 

for employees. Leadership competency models could reflect 

customer expectations. We have also found that investors 

increasingly rely on perceptions of leadership but are not clear 

about how to assess quality of leadership.17 It is also interesting 

to note that the focus of an HR department explains 26 percent 

of business performance, higher than the 8.4 percent explained 

by the competencies of the individual HR professional.

What are the people (talent, human capital) management 

practices that will have the most impact?

No one doubts that HR departments should be the guardians, 

champions, allies, and advocates for employees within a com-

pany. Some have argued renaming human resource depart-

ments to human capital departments to focus exclusively on 

people or individual employees. We have argued strongly that 

while HR departments should focus on individual talent, it is 

not enough. Individual ability without organization capability 

(or talent without teamwork) will not be enough for sustain-

able organization success. Nonetheless, we acknowledge how 

important it is for CHROs to ensure that their HR department 

attends to the management of employees. In table 9, we re-

view seven leading edge people management practices to de-

termine which have the most impact on business performance.

Table 9: Impact of Employee Practices on Business Performance

To what extent does your HR department use the  

following HR practices to manage employees?
Mean (1 to 5)

Relative Weighting on Busi-

ness Success (100 points)

Select best all around candidates when recruiting 3.74 14%

Provide employees comprehensive training throughout their career 3.31 16%

Use performance appraisals to provide employees feedback for personal 

development
3.54 15%

Offer pay level (including incentives) that is higher than that of competitors 2.92 14%

Ensure that employee salaries and rewards are determined by performance 3.30 14%

Empower employees to recommend necessary changes in the way they 

perform their work
3.51 15%

Ask employees for their opinions in advance on decisions that affect employees 3.14 13%

Multiple Regression R2 0.305
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This table shows that there is no one magic solution for man-

aging employees. All seven practices impact business success, 

with the commitment to training having a slightly larger 

impact than involving employees in decisions. What is more 

interesting is that competitive pay and employee participation 

are used less frequently than other employee-related prac-

tices. This may reflect current economic conditions. In the last 

few years, there has been an emphasis in HR on recruiting, 

which shows up in this study with a parallel de-emphasis on 

compensation and employee involvement. 

What are the HR priorities for an effective HR department? 

In working with CHROs who transform HR, we have found 

that there are a series of decision the CHRO must make.18 We 

identified twelve critical decisions about governing an HR 

department then showed the relative impact of each of these 

decisions on business performance (table 10). 

Table 10: The Impact of Characteristics of an HR Department and Business Success

To what extent are the following true of your HR department? Mean (1 to 5)
Relative Weighting on Busi-

ness Success (100 points)

Interacts effectively with the Board of Directors 3.67 7.7%

Has clear roles and responsibilities for each of the groups within HR (e.g., 

service centers, centers of expertise, embedded HR) 
3.65 7.6%

Matches the structure of the HR department with how the business is 

organized 
3.64 7.8%

Ensures that HR initiatives enable the business to achieve strategic priorities 3.62 9.7%

Develops an HR strategy that clearly links HR practices to business strategy 3.61 9.2%

Ensures that the different groups within HR work effectively with each 

other to provide integrated HR solutions 
3.50 8.2%

Effectively manages external vendors of outsourced HR activities 3.49 8.3%

Invests in training and development of HR professionals 3.46 7.3%

Ensures that HR is a cultural role model for the rest of the organization 3.42 8.4%

Holds line managers accountable for HR 3.38 8.2%

Connects HR activities to external stakeholder expectations  

(e.g., customers, investors) 
3.25 8.9%

Tracks and measures the impact of HR 3.22 8.8%

Multiple Regression R2 .317

There are a number of insights and implications from this data. 

•   Business impact of HR professionals vs. HR department. 

In tables 6 and 7, we show that HR competencies impact 

business performance at 8.4 percent or 10.8 percent 

depending on our focus on domains or subfactors of HR 

competencies. In table 10, we see that the focus of the HR 

department explains 31.7 percent of business performance. 

This indicates that while the competencies of individual 

HR professionals are important, the effectiveness of the HR 

department matters much more (about three to four times 

as much). We have found in our work that line managers 

often like their HR person but don’t care much for their HR 

department. These data also imply that the HR department 

as a whole has a larger impact on business results than in-

dividual HR professionals. This is consistent with the view 

that teams often outperform individuals, or that effective 

teams corral individual skills into collective performance.

•   HR priorities. These data clearly show that effective HR 

departments (those that most influence business success) 

focus on:

•   Ensuring HR initiatives enable the business to achieve 

strategic priorities (9.7%).
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•   Developing HR strategy that clearly links HR practices 

to business strategy (9.2%).

•   Connecting HR activities to external stakeholder expec-

tations (e.g., customers, investors) (8.9%).

•   Tracking and measuring the impact of HR (8.8%).

The data indicate that senior HR leaders should pay a 

good deal of attention to making sure that their HR work 

and priorities align to the business strategy and to the 

key requirements of external stakeholders. They also need 

to make sure that they rigorously track and measure the 

impact of HR and take actions that increase impact. 

•   HR gaps. The data also show the gap between where HR 

departments already perform well and where they need 

improvement. What stands out is that connecting HR 

activities to external stakeholders and tracking and mea-

suring HR are the weakest current HR practice areas; yet 

these activities are among the most important in driving 

business performance. This work validates attention spent 

on HR analytics and encourages more work on HR from the 

outside-in. Two additional HR gaps include HR’s deficiency 

in being a cultural role model for the rest of the organization 

and HR’s deficiency for holding line managers accountable 

for their role in HR work. Each of these deficiencies is found 

in many HR departments but have high impact on HR 

department effectiveness. Thus, these represent important 

potential sources of competitive differentiation.

•   HR governance. In our discussions with HR departments, 

much debate focuses on how to organize HR: Should we 

centralize or decentralize HR? Should we have centers of 

expertise? Solutions centers? Outsourcing HR? Our data 

suggest that, relative to other HR initiatives, HR structure 

(roles, responsibilities, alignment to business) appear to be 

reasonably effective. Perhaps the last decade of dialogue 

about structuring HR is coming to an end. We appear to be 

learning that how HR is structured is less important than 

other HR activities and the business results that HR creates.

SUMMARY OF HR DEPARTMENT

To determine where senior HR leaders should best focus their 

attention, we conducted a factor analysis of all the items in ta-

bles 9 and 10. This work resulted in four factors. This analysis 

enabled us to determine the relative impact of these factors 

on business performance. Table 11 reports these findings.

Table 11: Summary of HR Department Actions and Business Performance

Our HR department is effective at: Mean (1 to 5)
Relative Weighting on Busi-

ness Success (100 points)

Managing employees effectively 3.35 30%

Having a clear HR strategy and culture 3.49 25%

Having clear roles and responsibilities within HR 3.56 23%

 Building accountability in HR 3.35 22%

Multiple Regression R2 .329

This table reinforces the importance of managing employees effectively, consistent with many findings including recent work 

by Google.19 It scores lower than the other HR practice areas and is more important for HR department effectiveness. Again, the 

focus on HR structure scores higher than the other areas of HR focus.  

CONCLUSION

We are honored to consider ourselves members of the HR pro-

fession. We are proud of what the profession has accomplished, 

and also honest about the profession’s strengths and weak-

nesses. We believe that this type of global, comprehensive, 

and analytic research informs and improves both the personal 

development of HR professionals and the collective develop-

ment of HR departments and the global HR community.
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Table 1: Historical Overview of HR Competencies and Sample Characteristics

1987

•   Total respondents: 10,291

•   Business units: 1,200

•   Associate raters: 8,884

•   HR participants: 1,407

1992

•   Total respondents: 4,556

•   Business units: 441

•   Associate raters: 3,805

•   HR participants: 751

1997

•   Total respondents: 3,229

•   Business units: 678

•   Associate raters: 2,565

•   HR participants: 664

2002

•   Total respondents: 7,082

•   Business units: 692

•   Associate raters: 5,890

•   HR participants: 1,192

2007

•   Total respondents: 10,063

•   Business units: 413

•   Associate raters: 8,414

•   HR participants: 1,671
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