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This article has one simple goal:  
Accept the demonstrable fact 
that until we (yes, probably you 

and I) focus more on human resourc-
es, organizations have little chance of 
achieving a workplace that truly capi-
talizes on its people talent.  Most of 
us can agree that the primary goal of 
business is to make money.  I would 
not dispute that, but simply point out 
the positive impact of emphasizing the 
human element more in our business 
strategies.  “No,” you say, “we really 
do value our people.” The answer is, 
“of course you do” … but more than 
the money that they produce?  It is 
fairly obvious that money is our pri-
mary focus.  Just observe virtually any business meeting, organizational 
planning or assessment of productivity.  By calculating the percentage of 
time or emphasis that is placed on money (a result) and not on people 
(the producers of money), you might be shocked.

In organizations across America, the Human Resource function is far 
more passive and reactive than leading the charge as the guardians of 
the only resource with the power to shape and use the other resources.  
We hear it every day:  “If our IT [Technology Resources] goes down, we’re 
dead!” or “If we don’t get that contract [Financial Resources] we may not 
survive!”  You just have to smile when you analyze the significance of 
these perceived ruinations.  Who in the world created and used the IT?  
People did.  Who submitted that contract or will fulfill it?  People will.  
Who crafted a solution for any problem we faced?  People!  Who will 
overcome virtually all organizational catastrophes:  The People!!

Why is there so much emphasis on the non-air breathing “resources” 
versus people?  Just a hunch, and you are welcome to your theory as 
well, but mine is all about trust.  Yes, trust.  We seem to have more trust 
in inanimate objects than people because most often what you see is 
what you get - not so with people.  On any given day do we really “trust” 
that every person will come through as expected?  A historical review of 
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An HR Services seminar focused on:

Developing a Total Compensation 
and Rewards Strategy

Developing a comprehensive strategy 
that incorporates all elements of 
compensation and rewards including 
salary, benefits, performance, work-life 
balance, personal development and 
career opportunities is essential to attract, 
motivate and retain talented employees.  
Successfully accomplishing this within 
the framework and available resources 
of any particular organization can set it 
apart from the competition.  This workshop 
is designed to explore the art and science 
of combining these elements into a tailored 
package to achieve optimum business 
results and organizational effectiveness. 

Join us for a half day seminar that will 
examine all facets of a Total Rewards 
approach.

Dates and Locations:

May 15th - Norfolk Office
May 17th - Newport News Office
May 22nd - Richmond Office
May 23rd - Tysons Corner Office

Watch for your invitation brochure in the mail 
or go to out web site at www.goodmanco.com 
for more information.
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Your approach to your work is generally organized and 
orderly.  Clear goals must be set and communicated 
to your staff and workers; but how do you know 

whether the goals are being achieved?  What type of 
measurement systems exist that can give you confidence 
that everyone is working toward the same objectives?

We can manage only that which we can measure.  We 
must be able to quantify the contribution that our collective 
efforts have made, or will make, toward the desired objec-
tives.  Many of our best attempts fall short of measuring real 
outcomes, because it has become common to focus more 
closely on activity and effort rather than on actual results.  
Although effort is commendable, what value is it unless 
it contributes toward the desired and defined result?

The Balanced Scorecard
Effectively managed businesses and organizations have 
several strategic areas they are working to improve.  They 
are usually linked to far-reaching, high-end goals that define 
the future of the company.  Usually, these strategic areas 
fall into categories such as:

Profit Potential
Process Proficiency
People Preparation
Product/Service Presentation

Some organizations may have initiatives that require a 
special category, but these customary groupings are critical 
to the success of virtually every business or organization.

We Treasure What We Measure
Many of the leadership and management systems that were 
embraced and applied during the 1970’s and 80’s, although 
implemented with honorable intentions, contributed toward a 
lack of effective measurement.  In businesses and organiza-
tions throughout the country and the world, initiatives were 
launched with the objective of building teamwork and collab-
oration. These efforts were often successful in accomplishing 
this, but people got bogged down in busy work by participat-
ing in endless meetings and completing lengthy reports that 
were never read.  While many businesses and organizations 
developed creativity and innovation, they fell short on imple-
mentation.  The result was mass layoffs at several junctures 
during the past 30, years while these organizations got back 
to the basics — focusing on results and the integral actions 
that contribute to the desired outcome.

The foundations of many of these previously popular lead-
ership systems are good. They involve developing people, 
establishing a customer focus and defining consistent 
processes and systems.  However, if people are being 
measured by which or how many meetings they attend, or 
how much their report weighs, they will respond accordingly.  
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Achieving financial goals that promote continued success and 
growth depend on each functional area of an organization adding 
value to the business.  For those in human resources, the ques-
tions revolve around how effectively the HR function is contributing 
to the implementation of the organization’s overall strategy and 
maximizing its human capital.  Traditionally, HR areas such 
as recruitment and selection, employee retention, employee 
development, employee safety, absenteeism and employee 
attitudes that have a direct economic impact on an organization 
have been the foundation for measuring the HR function.

An effective measurement system can assist in: 

Determining how well an organization is achieving its mission
Communicating results
Promoting accountability
Improving the decision making process
Focusing efforts in areas determined to be significant
Understanding how well an organization is utilizing its 
human capital

Not only is it important that information be quantified, it is also 
critical that it be presented in the language of business, i.e. 
numbers.  In developing an effective measurement process, 
a systematic approach should be followed.  Consider the 
following step-by-step approach:

Step 1: Identify your business goals.  Determine what needs 
to be measured since collecting and compiling information takes 
a significant amount of time and effort.  Allocate resources to 
compiling the information that will have the greatest impact.  

Step 2: Identify the functions that have a direct relationship 
or impact on the business goals.  The performance of HR needs 
to be incorporated into the larger system that reflects the strategy 
and implementation processes of the organization, such as in a 
Balance Scorecard approach, for example.

Step 3: Determine ownership.  Key to the success of any 
measurement process is establishing who is responsible for 
the functions that are to be measured.  Also, it is critical that the 
identified owner have meaningful control over the resources and 
processes.  Without ownership and meaningful control, there can 
be no accountability.

Step 4: Determine outcomes.  Specify what end results are 
expected, thereby providing a rule or measure of success.

Step 5: Identify the activities, actions or processes required 
to achieve the end result.  This stage of the process requires 
the development of specific actions and plans to achieve the 
overall goal.  

Step 6: Identify the sources of information and build reports.  
Determine the best sources for informative and meaningful data 
collection.  Develop a quick, reliable and repeatable method to 
synthesize the collected data into easily understandable reports.  
The process should be one that is easily replicated so that 
management can obtain the necessary information to respond 
to changes quickly and effectively.

With effective metrics in place, management decisions can be 
based on data and results, assisting management in answering 
questions such as:  How should I allocate resources?  Did I 
make the correct decision?  What should we do next?
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Therefore, the measurement systems should be designed 
to indicate the level of contribution toward the company’s 
profits and goals.

Establishing Meaningful Measurement
Having the ability to develop effective measurement systems 
presumes that specific and measurable goals based on an 
overall company direction have already been established.  
If they have not, the best attempts at measuring productivity 
and throughput will fall short of inspiring maximum perfor-
mance.  The measures define the finish line and milestones 
along the way.  It is difficult to tell if you are on the right track 
if the race has not been charted.  Yogi Berra once said, “If 
you don’t know where you are going, any road will get you 
there.”

Once the foundation has been established, you can set up 
the proper measurement systems that will indicate progress 
toward your organization’s goals by using a worksheet that 
can be specifically designed for this purpose.  Adapt the 
measures, categories or periodicity to your areas of concern.  
Some of the indicators may have an element of subjectivity 
to them, but the benefits that you will experience from your 
focus on achievement of results cannot be overstated.  Even 
so, these indicators should be as quantifiable as possible.

Avoid trying to measure too many elements of any particular 
goal.  Doing so gives people the impression that you are 
micro managing, and you will fall back into the “activity 
without outcome” trap.  Instead, encourage each person, 
group, or tier within your organization to establish the mea-
sures pertinent to the realistic contribution potential at that 
level.  This drives decision-making to the point of action, and 
you will find that most people will place greater challenges 
on themselves than their leaders will.  In fact, it might be 
necessary to scale back their expectations to realistic levels.  
Setting standards so high that they can never be reached is 
an exercise in futility, and can diminish the energy level of 
your people.

Conversely, be careful not to set the standards too low.  
Goals that require employees to stretch — with a reward 
system for achievement — can do wonders for profitability.  
If you and your employees meet every goal you set, you 
probably are not challenging yourself to the full level of your 
potential.  Some people will need your encouragement and 
help to establish meaningful thresholds and develop strate-
gies for achievement.  

The Need to Lead
Leading by example is an excellent way to drive home this 
philosophy of measuring achievement.  Too often, leaders 
believe that these progressive techniques are good for their 
subordinates, but they sometimes think that they need not 
subject themselves to such tactics.  This shows a lack of 
discipline and only a fractional commitment to the objectives 
of the organization.  A leader’s failure to adhere to his or her 
own spoken standards will make people feel as though they 
have been set up, used and abandoned.

On the flip side, leaders who make it known that they are 
holding themselves to the same principles to which others 
are being held exhibit the kind of consistency and integrity 
that people find inspiring.  This creates a willingness — even 
an eagerness — for people to participate in this drive for 
results.  You can use this enthusiasm to your advantage, and 
propel both your organization and your people toward excel-
lence.  This represents a significant accountability challenge.

Achievement is electrifying and energizing.  Ambitious peo-
ple seek it, and they have a strong need to know when they 
are progressing toward the desired objectives.  Providing 
an atmosphere that encourages it — by measurement and 
by example — offers the nurturing kind of leadership that 
people find appealing.  Giving people something to strive for 
— and a system that tells them when they have achieved 
their goals — imparts the type of environment that fosters 
fulfillment.  If you can successfully do this, you will find that 
people will be loyal, courageous, creative, content and of 
course productive.  Providing targets for achievement and 
measuring progress toward these targets generates energy, 
the kind of energy that you most likely want to build in your 
organization and work group.

Give It All You Have Got!
Start working on your Balanced Scorecard today, and create 
an environment in which your people can be fulfilled.

Record the goals of your position or work center.
Determine which of the critical area/s is/are served 
by achievement of each goal.
Establish a statement of expectation for each goal — 
state how achievement will enhance the organization’s 
capabilities in the critical area(s) to which it applies.
Apply a measurement period for each goal and a level 
of progress that will be achieved at each milestone.

By employing valid measurement systems to individual 
and organizational goals, you will prepare yourself, your 
team and your organization to achieve excellence.  Should 
anything less be expected of you?  Do you expect anything 
less of your people?

About the Guest Author:

Paul C. Schmidt, Director of Management Consulting 
Services for Goodman & Company has assisted public 
and private sector clients for over 20 years in areas such 
as strategic planning, operations review, purchasing and 
inventory controls, compensation studies and meeting/retreat 
facilitation.  Many organizations have relied on his services 
to develop breakthrough work processes, as well as facili-
tate the development of their strategic business plans.  In 
addition, he is a certified facilitator and has presented such 
courses as “Conflict Resolution” and “Win-Win Negotiating”.  
He has also provided professional development and men-
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In recent years, the role of the Human Resources 
Department within an organization has been 
expanding.  Gone are the days of the “Personnel 

Department” that acted only as an administrator of ben-
efits and the gate-keeper of employee files.  Although 
these tasks remain a function of human resources, the 
new model has a much more pivotal role in the organiza-
tion.  Today’s HR professional is a business partner and 
strategist, someone who is an integral part of the man-
agement team, helping make the corporate vision a real-
ity.  Many people within the HR profession are aware of 
these changes and are enthusiastic to contribute to the 
bigger picture.  However, the challenge is in making oth-
ers within the organization (executive management and 
employees alike) aware of the significant contribution 
human resources can make in orchestrating the success 
of a company’s many goals and achieving its vision.   

A 1995 study published in the Academy of Management 
Journal was one of the first that linked company per-
formance to strategic human resource management.  
The study showed the positive effects of having strong 
human capital management systems in place not only 
in short- and long-term economic goals (i.e. financial), 
but also at the employee level of staffing, turn-over and 
productivity.  Since human resources is the go-to depart-
ment for hiring, termination, training and employment 
compliance, it seems logical that this same resource 
would be included as a partner in strategic management.  
This paradigm shift is gaining acceptance and acknowl-
edgement by many executives; however, where walls still 
exist, a more direct approach should be considered by 
those desiring change.  

One suggestion to accomplish a more strategic position 
within an organization is to work with a mentor, someone 
from inside or outside the organization (e.g. an associa-
tion member, a departmental head, a college professor, 
etc.).  Learning from someone else’s experiences will 
help to see the path more clearly.  In addition, having 
access to first-hand knowledge and advice will be a 
guiding force through the process.

A second action item to consider is to become more visi-
ble and involved in the day-to-day operations of the orga-
nization.  One of the reasons that HR is still viewed as 
purely administrative is that the HR staff is usually found 
working diligently at their desks, behind their computers.  
If possible, consider working in some of the other depart-
ments.  Get to know those jobs first hand, understand 
what is working well and identify areas for improvement.  
This hands-on knowledge will not only provide a valuable 
perspective, but also confidence when making recom-
mendations to corporate officers and/or board members.  
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Strategic Human Resource Management
BY LORIANN PENMAN, MBA, SPHR

Ask any business owner or top executive what 
their company’s most valuable asset is and 
chances are he or she will look past the physical 

fixed assets or the net operating income and point 
at the people that make up the organization.  Even at 
the smallest companies, the drive, determination and 
successes are fueled by the human elements making up 
the workforce.  This “human capital” is what determines 
a company’s ability to meet its goals and be successful.  
As top performing companies realize this and see the 
value of their human capital, more and more are focus-
ing on how to strengthen and develop it.

Let us take a moment to clarify what is meant by the 
term, “human capital.”  In essence, human capital is the 
combination of all the education, knowledge, experience, 
skills, motivation, and potential that make up the people
in an organization.  As a key revenue driver in today’s 
service oriented economy, human capital is arguably the 
most valuable asset of an organization.  As with any high 
value asset, attention should be paid to maximizing and 
maintaining its potential.  

In this new economy, people, not machines and equip-
ment, are considered the foundation of a company’s 
competitive advantage.  Just as organizations invest in 
physical assets, companies today realize the need to 
invest in their employees as well.  Some studies suggest 
that up to 70% of an organization’s expenses are related 
to human capital, and top performing companies experi-
ence a greater return on investment (ROI) when financial 
resources are invested in human capital. 

In order to develop programs that cultivate and develop 
human capital, companies must rely heavily on the 
Human Resource function.  As “managers” of the com-
pany’s investment in its workforce, HR decides where 
to allocate funds and chooses areas for concentration, 
keeping in mind the primary goals of optimizing talent 
and gaining a significant return on the company’s invest-
ment.  By developing sound, highly-involved human 
resource management programs that directly contrib-
ute to the bottom line, these goals can be achieved.  
Highlighted below are some of the most influential pro-
grams that have been effective in providing a high ROI 
for many organizations:  

Recruiting and selection:  Building a talented 
workforce starts with recruiting and selection.  
After all, good employees do not simply materialize.  
Marketing and branding your organization and 
developing a strong recruiting program will help 
attract top talent and ensure that sound hiring 
decisions are made.

•

The Value of Human Capital
BY JAN WALTERS, MBA, PHR
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Lastly, learn and understand the corporate mission.  
Although much time and energy is spent developing 
the mission and vision statements, how many people, 
other than the C-level executives (CEO, CFO, CIO) 
really understand and internalize them?  By realizing 
why the company exists, what sets it apart from others 
in the industry and knowing how it plans to accomplish 
its goals, the human resource manager can start to align 
his or her departmental goals with this larger vision.  

These are just a few of the many possibilities that 
will help position the Human Resource function as a 
strategic partner within the management team.  As 
with most organizational change, to be successful and 
seamless, buy-in from other team members is crucial.  
By developing a clearly planned path with measurable 
results, acceptance will be gained and strategic human 
resources will soon be an indispensable commodity.

(Continued from Page 4)
Strategic Human Resource Management

This publication is distributed with the understanding that Goodman 
& Company, LLP is not rendering legal, accounting or other profes-
sional advice and assumes no liability whatsoever in connection with 
its use.   Goodman & Company HR Review is published by Goodman 
& Company, LLP. Copyright © 2007, All rights reserved. Duplication 
in any form without permission, including photocopying or electronic 
reproduction, is prohibited.

people-related disappointments, disloyalty, irresponsibil-
ity, over emotionalism, incompetency, hidden agendas, 
etc., could easily uncover at least part of the mystery.  
We “value” people, but all too often for any number of 
reasons, they are not present and accounted for, so our 
faith in them erodes.  Meanwhile, our trusty computer 
patiently awaits the caress of our initiating index finger 
and all those dollars, desks and chairs sit poised for 
someone to engage them.

So what is the point exactly?  Let me leave you with a 
couple of themes to try balancing competing elements 
better in tomorrow’s workplace, and they all have about 
equal value:

Evaluate our love affair with money.
Shift the weighted focus (and support) to Human 
Resources as the basis for virtually all organizational 
success.
Work diligently using every available technique 
to methodically surround yourself with employees 
prepared to “be present” and make a difference.
Grow and develop people (invest) with training, 
work assignments, challenges, feedback, coaching 
and any other method of development.
Make sure that every person knows how much they 
matter and acknowledge their contributions in every 
way imaginable.
Provide exit opportunities for those folks who simply 
are not compatible with your organization or their 
role and avoid a poisonous culture from developing.
Expect and empower each person to be the 
“Consummate Professional" and reap the rewards.

Hopefully, these few thoughts might prompt a subtle, 
but important, shift in how we view people (our Human 
Resources) in the workforce before, not after, we focus 
on the money.
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IRS Circular 230 Disclosure
The following disclosure is required pursuant to IRS 
Circular 230 and applicable state and local tax provi-
sions, the regulations that govern the practice of tax 
advisors.  Any advice concerning Federal, state and local 
tax issues contained in this written communication (and 
any attachments) has not been written nor is it intended 
by the author or Goodman & Company, L.L.P. to be 
used, and cannot be used, for the purpose of (i) avoiding 
federal, state or local tax penalties that may be imposed 
by the Internal Revenue Service or applicable state 
or local tax provisions, or (ii) promoting, marketing, or 
recommending to another party any transaction or matter 
addressed herein.  If a formal covered opinion intended 
to provide such protection is desired, please contact us 
to discuss the issues and costs involved in preparation 
of such a covered opinion.

Compensation and benefits:  A strong compensa-
tion and benefits program attracts people to your 
organization and helps retain them.  Developing a 
solid compensation program that ties individual per-
formance and rewards to organizational goals has 
proven to be effective in top performing companies.
       
Training and development:  The investment in 
these programs directly relates to production levels.  
Remember, knowledge is expandable and transfer-
able.  When employees are given opportunities to 
participate in continuing education and other work 
related training courses, they will internalize and uti-
lize this new-found skill or knowledge.  Furthermore, 
establishing progressive development plans for 
employees increases motivation, goal orientation 
and retention.  

Top performing organizations realize the value and 
potential of their human capital.  By nurturing and devel-
oping their employees, they show that people are one 
of their most valuable assets and continue to benefit 
from this investment.  Not only are gains recognized in 
the ROI, but also a more intangible benefit is realized.  
Taking care of human capital contributes to a positive 
working environment where employees want to remain, 
being productive and adding value to the organization.  

•
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