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PO Model + HPO

Multinational

In an era of increasingly saturated markets and
ever tightening competition, multinational firms are
diversifying their product portfolios, exploring new
areas of operation, standardizing to achieve econo-
mies of scale, and generally enbancing the quality of
their organization. Such quality management prac-
tices, however, are typically confined to production
and supply chain processes, for there are no holis-
tic improvement models designed for overall appli-
cation in multinational firms. The experiences of a
European multinational that embarked on an initia-
tive to transform itself into a bigh-performing organ-
ization (HPO) to improve its ability to compete,
demonstrate the value of combining two generic
HPO schemata for guidance: Hanna’s HPO model
and de Waal’s HPO framework. Within six months
of evaluating its performance against those sets of
HPO guidelines, the organization realized significant
bebavioral improvements, including enbanced com-
munications and employee engagement, and was
able to set a course for sustainable renewal. © 2016
Wiley Periodicals, Inc.

After pursuing an autonomous growth strategy that
included taking over several smaller companies, the
managers of a multinational manufacturer head-
quartered in Europe were shocked by the threat of a
hostile takeover bid. Realizing that there were quite
a few investors who were unhappy enough with the
organization’s recent performance to potentially
back the bid, the managers had to act quickly to
show shareholders that they were still in control.

©2016 Wiley Periodicals, Inc.
Published online in Wiley Online Library (wileyonlinelibrary.com)

-ramework = Organizational
mprovement for a European

ANDRE DE WAAL
AND DAVID HANNA

Instead of defending the company against the bid
and despite competitive market conditions, they
decided that the best course of action was to trans-
form the company into a high-performing organi-
zation (HPO) whose achievements would satisfy
investors. But what strategy should they employ
toward that end?

Increasingly, industries are being dominated by a
few global brands that operate simultaneously in
many countries worldwide, commanding a large
share of the markets in which they operate. In
such an environment, continuous consolidation is
expected as markets become increasingly saturated
and competition between multinational firms inten-
sifies. In light of these conditions, multinationals
typically seek to diversify their product portfolio,
look for new markets, increase standardization to
achieve economies of scale and keep production
costs down, and generally improve the organiza-
tion’s level of quality.

In a study of quality management tools and best
practices in use at multinationals, Vrellas and Tsi-
otras (2015) found that while quality management
practices do, indeed, improve operations, reduce
costs, and increase profits at global companies, such
practices mainly seemed to be confined to produc-
tion and supply chain processes. Business excel-
lence models, such as those applied in determining
the recipients of the Malcolm Baldrige National
Award and promoted by the European Foundation
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for Quality Management, were sparingly applied
and then mostly in the form of lean manufactur-
ing techniques. Thus, it seems that although cur-
rent research focuses on how to achieve operational
excellence in multinationals (Beshah, Kitaw, &
Alemu, 2013; Vrellas & Tsiotras, 2015), there are no
holistic improvement models that are readily appli-
cable to these global organizations.

Setting a Strategy for an HPO Initiative

The multinational that was in danger of being taken
over is a leading company in its sector, owning a
portfolio of global and local brands worth well over
$10 billion in 2014. A SWOT analysis conducted in
that year noted the following:

o Strengths—The company’s leading market posi-
tion is built on its strong brand portfolio, and
the company enjoys first or second market posi-
tions in many countries. A second strength is the
large scale of its distribution network. It covers
its markets through a combination of wholly
owned companies, license agreements, affiliates,
and strategic partnerships and alliances. A third
strength is its focus on continuous innovation to
cater to continuously changing consumer needs.
The company is quite successful in introducing
new products.

o Weaknesses—The multinational depends heav-
ily on sales in developed countries, and analysts
foresee a weakening market in these countries
because of low economic growth and changing
customer needs. This might have a consider-
able negative impact on company revenues and
profits.

o Opportunities—The multinational is currently
strengthening its presence in emerging markets
through strategic acquisitions, often obtaining
major stakes and leading market positions in
these developing countries.

o Threats—There is a growing demand for pri-
vate-label products that threaten the sales of the
multinational’s products. Another threat is the
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global increase in the trade of counterfeit prod-
ucts under reputable brand names. This not only
has a negative impact on profits but also dam-
ages the company’s reputation when its name is
associated with inferior quality knockoffs.

The multinational’s management team decided to
transform the organization into an HPO to better
withstand the pressures it was facing. The specific
goals were to:

e define high-performing behaviors for employees,

e leverage the scale of operations to further
cut costs and, thus, meet the highest industry
standards (for example, an improved return on
net assets),

e clarify current operations among employees,
including how the company’s resources support
them, what the potential impact of management’s
decisions on the business are, and how good gov-
ernance is to be guaranteed,

e seek out opportunities to improve employees’
focus and simplify work processes, and

e accelerate the achievement of better financial results.

There is a growing demand for private-label products
that threaten the sales of the multinational’s prod-
ucts. Another threat is the global increase in the trade
of counterfeit products under reputable brand names.
This not only has a negative impact on profits, but
also damages the company’s reputation when its
name is associated with inferior-quality knockoffs.

Turning to a Model of High Performance for Direction
To guide its efforts, the multinational initially
used a modified version of Hanna’s (1988) high-
performance model (see Exhibit 1 on page 32). The
company then further broke down Hanna’s HPO
model into two loops. Tracing the loop shown in
Exhibit 2 (page 33), the multinational took the
following steps to work toward its desired future.
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Exhibit 1. An Adaptation of the Hanna HPO Model

Future Business Situation
What is required of our
organization in the future

1.Social, political, legal

/ Current Business Results

What the organization delivers

now

1.Extent to which Company
requirements are met

expectations
2.Competitive pressure
3.Company requirements
4.Expectations of employees
5.Then... the Hard Numbers

Business (Operating)

/
Strategy

1.Vision, mission
2.Strategy
3.Operating principles, underlying
values & assumptions
4.0Objective & goals (KPIs)

Color figure can be viewed in the online issue, which is available at wileyonlinelibrary.com.

2.Social, political, legal conduct
3.Position relative to competition
4.Extent to which employee
expectations are realized
5.Then... the Hard Numbers

Reward & /

Recognition Culture

How the organization really

operates

1.Attitude versus strategy & goals

2.Actual distribution of power &
rewards

3.Actual work people do / don't do

4.Other norms that explain how

things get done (or not)

Governance &
Performance

Step 1: Define the Theme and Map the System. The
goals here are to clarify and agree on the theme
that the company is focusing on (the key problem
and/or desired change); define the boundary of the
problem/change (part of the organization, area, or
department where the analysis is focused), as well
as the pertinent entities, transactions, and relation-
ships (any areas that interact with those within the
boundary); and understand the influence of the dif-
ferent entities on the boundary results. The activi-
ties conducted to achieve these goals are as follows:

e Define the theme and boundary and assemble the
right group of people to address them.

o Identify and map the entities that interact within
the boundary.
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o Describe existing formal processes and relationships
between the boundary and each involved entity.

e Map the influence of the different entities on the
boundary results.

Step 2: Identify the Gaps Between the Desired and Cur-
rent Situation. The goals here are to understand what
is required of the organization in the future (typi-
cally a three- to five-year plan/yearly reviews, or a
significant change), clarify the gaps to work on and
the results to be maintained, and create a sense of
urgency to overcome shortcomings. The activities
that take place in this step are as follows:

o Describe the future situation in terms of
the following aspects: company requirements
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Exhibit 2. An Adaptation of the Hanna HPO Model: The Define Theme and Assessment Loop

Future >

Step 2: Identify the gaps
between the future situationand
the current business results

Step 1: Define the theme and map the system

Business
Situation

Step 5: Know and assess the
actual operating strategy
aspects which influence the

- Current
7 Business
Results

7 design elements %
™ )
Business :
g Design
(os':far;‘:g;g) Elements Culture

Step 4: Identify organizational
design issues based on the
six design elements that
affect culture

Color figure can be viewed in the online issue, which is availahle at wileyonlinelibrary.com.

Step 3: Identify the
culture and behaviors
that influence the
currentresults

(the higher needs mandated from above, which
an organizational unit has to fulfill to contrib-
ute to the multinational’s strategy); social, politi-
cal, and legal expectations, ranging from social
responsibility programs to compliance with local
laws; competitive pressure, including all sources
of external pressure that could affect the compa-
ny’s future, such as pricing trends, raw material
shortages, and new product categories that could
compete with the company’s products; employee
expectations in terms of working conditions,
career growth, investment opportunities, etc.;
and the hard numbers to be achieved as meas-
ured by key performance indicators.

e Identify the current status of the aforementioned
aspects.

e Perform a gap analysis by determining which
results need to improve and which should be
maintained (because they are good and on track).

o Prioritize gaps to determine the order in which
they will be addressed.

Step 3: Identify the Culture and Behaviors That Influ-
ence Current Results. The goals in this step are to
understand how current results, both good and bad,
are influenced by the way the organization operates
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in terms of attitude toward strategy and goals, dis-
tribution of power and rewards, actual work that
people do or not do, and other norms that explain
how things get done or do not get done. The activi-
ties in this step are as follows:

e Examine how each result, whether good or bad,
is achieved and ask which organizational cultural
aspects and behaviors might be responsible for
this.

e Compare what people say they do with observ-
able behavior—that is, what is actually seen.

e Prepare a statement of positive behaviors that the
organization wants to promote.

e Prioritize critical cultural aspects and behaviors
to investigate.

Step 4: Identify Organizational Design Issues. The goals
here are to identify the influence of the current set
of six design elements in the diamond that can be
seen in the center of Exhibit 1 on the critical (good
and bad) cultural aspects and behaviors identified
during Step 3. In addition, consensus on the need
to solve the identified critical design issues must be
built within the management team. The activities in
this step are as follows:

July/August 2016




34

o Identify design strengths and opportunities by
assessing each of the critical cultural aspects and
behaviors in respect to the six design elements.

e Cluster common issues for each design element,
wherever possible.

o Prioritize the issues to be addressed by enter-
ing the diamond via processes and tasks, check-
ing that these are defined and then assessing the
influence of the other five design elements on per-
forming each process and task.

Step 5: Assess Operating Strategies That Influence
Design Elements. The goals in this step are to un-
derstand how the existing operating strategy has
influenced the current design of the organization
with respect to the design issues identified during
Step 4. It is also important to determine whether
the existing operating strategy is appropriate to
support the survival and growth of the organiza-
tion as presented in the description of the future
business situation. The activities in this step are
as follows:

e Determine the current operating strategy, both
formal and unwritten, to identify the causes
of any critical issues identified in the design
elements.

o Assess the fit between the actual operating strat-
egy and what the business situation requires
in the future, looking at vision, mission, strat-
egy, operating principles, underlying values and
assumptions, objectives, and key performance
indicators.

Final Steps Leading to Implementation

Subsequently, as shown in Exhibit 3, the multina-
tional had to take the following steps to make its cur-
rent business situation reflect the desired future state:

Step 6: Define the Operating Strategy to Reach the
Future Business Situation. The goal here is to build a
new operating strategy toward the desired business
state. The main activities in this step are to:

o reassemble the team members to discuss and
eventually reach consensus on each point of the
new operating strategy, and

o ensure that the critical elements of the new busi-
ness strategy criticalities that were identified during
Steps 4 and 5 are incorporated into the new design.

Step 7: Adapt the Six Design Elements to the New
Strategy. The goal in this step is to define any chang-
es needed to enable the new operating strategy.

Exhibit 3. An Adaptation of the Hanna HPO Model: The Redesign Loop and Consolidation of Key Findings

Future
Business
Situation

Current
Business
Results

Step 9: Consolidate
key findings to prepare
for implementation

Business :
: Design
(Operating) Elements Culture
Strategy

Step 6: Define the
operating strategy
to reach the future
business situation

Step 7: Adapt the six
design elements to the
new strategy

Color figure can be viewed in the online issue, which is available at wileyonlinelibrary.com.

Step 8: Based on the
changes to the design
elements predict
changes in the culture
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It is essential not to jump straight into the new or-
ganizational structure, lose what is working well,
and forget to crosscheck to ensure that the updated
design elements truly mesh with the new strategy.
The activities in this step are to:

o list all the processes and tasks that need to be
performed in order to fulfill the new operating
strategy, ensuring that processes and tasks fit;

 structure people to processes and tasks;

o confirm that employees have the competencies
needed to perform the tasks for which they are
responsible;

o reward task accomplishment and correct behaviors;

e ensure that decision making drives the newly
defined tasks and fits the revised structure;

» make sure that people get the information needed
to properly execute tasks and make decisions.

Step 8: Predict Culture Changes. The goal here is to
anticipate the future organizational culture that
will result from the changes made in the business
strategy and the six organizational design elements.
The activities in this step are as follows:

o Identify the positive and negative impact that the
new design elements will have on the organiza-
tional culture (reference positive behaviors as
defined in Step 3).

e Re-visit the diamond at the center of Exhibit 1
to evaluate predicted impact on each of the six
elements.

Step 9: Consolidate Key Findings to Prepare for Imple-
mentation. The goal in this step is to ensure that the
road to implementation is thoroughly charted. The
main activity in this step is to prepare a comprehen-
sive summary of the:

e changes to be implemented with respect to the
revised operating strategy,

o changes to the design elements,

e new communication plan, and

» major changes expected in the organizational culture.
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Using de Waal’s HPO Framework to Stay on Track
In adapting Hanna’s HPO model, the multinational
had three main goals. They were to identify the
following:

e Areas for improvement by determining the gap
between the current and the desired business
results.

o Critical issues regarding culture, organizational
design, and behavior that are the cause of current
results.

e Improvement actions regarding the six design
elements—processes and tasks, structure, people
and competencies, rewards and recognition, gov-
ernance and performance, information and sys-
tems—to move from the current to the desired state.

Although Hanna’s HPO model described the ana-
lytical activities to undertake and the order in
which they should be addressed, it did not pinpoint
which critical areas to focus on. Therefore, the
multinational’s managers risked spending time and
effort in various ways that would not actually help
the organization improve in a sustainable way. For
instance, people might suggest implementing com-
petency management techniques or installing more
information and communications technology sys-
tems, without knowing for sure that such practices
would actually help the company.

Looking to alternative models to offer tangible guid-
ance, the company’s internal consultants happened
upon de Waal’s HPO framework, which previously
had been tested in a multinational environment
(de Waal, 2012a, b). A scientifically validated ana-
lytical tool, the framework gave the multinational
an efficient approach for:

e identifying the most critical issues regarding cul-
ture, organizational design, and behavior that,
once addressed, would turn the organization into
an HPO,

e suggesting possible improvement actions for
addressing these critical issues, and
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o determining the priority of these improvement
actions. This was of particular importance, since
each organizational unit of the multinational can
apply the diamond in Hanna’s model in its own
way.

The HPO framework was developed according
to a descriptive review of 290 academic and prac-
titioner publications on high performance and a
questionnaire that was completed by 3,200 respond-
ents worldwide (de Waal, 2006 rev. 2010, 2012a).
According to the framework, an HPO is an organiza-
tion that achieves financial and non-financial results
that are significantly better than those of its peer
group over a period of five years or more, by focus-
ing in a disciplined way on what really matters to the
organization. The HPO framework consists of five
HPO factors and 35 underlying characteristics (see
Exhibit 4). The five HPO factors are the following:

1. Management Quality (MQ). Belief and trust
in others and fair treatment are encouraged in
an HPO. Managers are trustworthy; live with
integrity; show commitment, enthusiasm, and
respect; and have a decisive, action-focused
decision-making style. Management holds peo-
ple accountable for their results by maintaining
clear accountability for performance. Values
and strategy are communicated throughout
the organization, so everyone is aware of and
embraces them.

2. Openness and Action-Orientation (OAO). An
HPO has an open culture, which means that
management values the opinions of employees
and involves them in important organizational
processes. Making mistakes is allowed and is
regarded as an opportunity to learn. Employ-
ees spend a lot of time on dialogue, knowledge
exchange, and learning to develop new ideas
aimed at increasing their performance and mak-
ing the organization performance driven. Man-
agers are personally involved in experimenting,
thereby fostering an environment of change in
the organization.
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3. Long-Term Orientation (LTO). An HPO grows
through partnerships with suppliers and cus-
tomers, so long-term commitment is extended
to all stakeholders. Vacancies are filled by high-
potential internal candidates first, and people are
encouraged to become leaders. An HPO creates
a safe and secure workplace (both physical and
mental) and dismisses employees only as a last
resort.

4. Continuous Improvement and Renewal (CI). An
HPO compensates for dying strategies by renew-
ing them and making them unique. The organi-
zation continuously improves, simplifies, and
aligns its processes and innovates its products
and services, creating new sources of competi-
tive advantage to respond to market develop-
ments. Furthermore, the HPO manages its core
competences efficiently and sources out noncore
competencies.

5. Employee Quality (EQ). An HPO assembles and
recruits a diverse and complementary manage-
ment team and workforce with maximum work
flexibility. Trained to be resilient and flexible,
workers are encouraged to develop their skills
to accomplish extraordinary results and are held
responsible for their performance. This increases
creativity, which leads to better results.

According to the framework, an HPO is an organi-
zation that achieves financial and non-financial
results that are significantly better than those of
its peer group over a period of five years or more, by
focusing in a disciplined way on what really matters
to the organization. The HPO framework consists of
five HPO factors and 35 underlying characteristics.

The HPO research showed that there is a direct and
positive relationship between each of the five HPO
factors and competitive performance: The higher
the scores on the HPO factors (HPO scores), the
better the results of the organization; the lower
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Exhibit 4. de Waal’s HPO Framework

5 HPO Factors

35 HPO Characteristics

Management Quality 1 My manager is trusted by organizational members.

Management Quality 2 My manager has integrity.

Management Quality g My manager is a role model for organizational members.

Management Quality 4 My manager makes decisions quickly.

Management Quality 5 My manager takes action quickly.

Management Quality 6 My manager coaches organizational members to achieve better results.

Management Quality 7 My manager focuses on achieving results.

Management Quality 8 My manager is very effective.

Management Quality 9 My manager applies strong leadership.

Management Quality 10 My manager is confident.

Management Quality 11 My manager is decisive with regard to nonperformers.

Management Quality 12 My manager always holds organizational members responsible for their
results.

Openness & Action Orientation 13 My manager frequently engages in a dialogue with employees.

Openness & Action Orientation 14 Organizational members spend much time on knowledge exchange and
learning from each other.

Openness & Action Orientation 15 Organizational members are always involved in important processes.

Openness & Action Orientation 16 My manager allows making mistakes.

Openness & Action Orientation 17 My manager welcomes change.

Openness & Action Orientation 18 Our organization is performance driven.

Long-Term Orientation 19 Our organization maintains good and long-term relationships with all
stakeholders.

Long-Term Orientation 20 Our organization is aimed at servicing the customers as best as possible.

Long-Term Orientation 21 My manager has been with the company for a long time.

Long-Term Orientation 22 New management is promoted from within the organization.

Long-Term Orientation 23 Our organization is a secure workplace for organizational members.

Continuous Improvement & Renewal 24 Our organization has adopted a strategy that sets it clearly apart from
other organizations.

Continuous Improvement & Renewal 25 In our organization processes are continuously improved.

Continuous Improvement & Renewal 26 In our organization processes are continuously simplified.

Continuous Improvement & Renewal 27 In our organization processes are continuously aligned.

Continuous Improvement & Renewal 28 In our organization everything that matters to the organization’s
performance is explicitly reported.

Continuous Improvement & Renewal 29 In our organization both financial and non-financial information is
reported to organizational members.

Continuous Improvement & Renewal 30 Our organization continuously innovates its core competencies.

Continuous Improvement & Renewal 31 Our organization continuously innovates its products, processes, and
services.

Employee Quality 32 My manager inspires organizational members to accomplish extraordinary
results.

Employee Quality 88 Organizational members are trained to be resilient and flexible.

Employee Quality 34 Our organization has a diverse and complementary workforce.

Employee Quality 85 Our organization grows through partnerships with suppliers and/or

customers.
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the HPO scores, the lower the competitive perfor-
mance. An organization can evaluate its HPO sta-
tus by having its managers and employees respond
to the statements on the 35 HPO characteristics
given in Exhibit 4 with a rating of 1 (very poor) to
10 (excellent), and then calculating an average for
each factor. These average scores will pinpoint areas
needing improvement.

Clarifying the Relationship Between Hanna’s HPO
Model and de Waal’s HPO Framework

For the multinational to move forward and avoid
confusion, management needed to explain the
relationship between Hanna’s HPO model and
de Waal’s HPO framework and explain how and
when the results of the de Waal HPO questionnaire
should be used during the roll-out and use of Han-
na’s model. Exhibit 5 depicts how Hanna’s model
and de Waal’s framework for conducting an HPO
diagnosis complement each other; the broken-line
rectangle indicates where de Waal’s framework con-
nects with Hanna’s model.

As Exhibit 5 shows, applying de Waal’s HPO frame-
work in combination with Hanna’s HPO model
helped the organization in the following areas:

e Identify the current HPO status of the organiza-
tion by attaching hard numbers to the five HPO
factors. These numbers were derived from man-
agers and employees’ perceptions, revealed in the
data obtained from the HPO questionnaire.

o Make the desired future business status of
the organization tangible by identifying, once
again with hard numbers, the requirements
needed for the company to become an HPO.
(To achieve HPO status, the score for each of
the five factors in the HPO framework needs to
be at least 8.5.)

e Create the desired HPO mindset—an aware-
ness of the tangible requirements that need to be
addressed to become an HPO—which started as
soon as people filled in the HPO questionnaire.
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o Determine the changes needed in hygiene factors
(elements essential in a functioning organization)
and HPO factors (those that will lead to world-
class performance). The diamond in Hanna’s
HPO model provided a structure for mapping
actions according to the organizational elements
of structure, reward and recognition, governance
and performance, information and systems, peo-
ple and competencies, and processes and tasks.

o Translate these changes into practical actions
guided by the Hanna model diamond and prior-
itize them.

The diamond in Hanna’s HPO model provided a
structure for mapping actions according to the
organizational elements of structure, reward and
recognition, governance and performance, informa-
tion and systems, people and competencies, and
processes and tasks.

In summary, de Waal’s framework identifies what
companies need to do, while Hanna’s model indi-
cates how companies can change their organiza-
tional elements to become HPOs. The experiences
of the multinational in connecting the steps in the
HPO model with the process of conducting an HPO
diagnosis are outlined in Exhibit 6 (page 40).

Workshops Disseminate the HPO Message

To inform employees at all levels about the HPO
initiative and Hanna’s HPO model, teams of inter-
nal consultants conducted a series of workshops
throughout the organization. During the work-
shops, managers and those they supervised were
given an organization and change management
manual that explained the HPO model and the
steps that each operational unit in the company
would need to take to transform itself into an HPO.
As previously noted, during roll-out of the multi-
national’s HPO model it became clear that some-
thing extra was needed to make it more tangible for
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Exhibit 5. The Relationship Between Hanna’s Model and de Waal’s HPO Framework

m:uture Business Situation
What is required of our
organization in the future
1.Social, political, legal
expectations

/Current Business Results
What the organization delivers
now
1.Extent to which Company

requirements are met

2.Competitive pressure
3.Company requirements

4.Expectations of employees 4é§§:::a:%rﬁh:pei?§:§£e
5.Then... the Hard Numb
2 AL b \ 5.Then... the Hard Numbers
I HPO status: | >=8.5 A Current HPO status I
(for the case company: |} 7.0) I
ﬁ = ===} = [=—==] = ===} == e ==} = [c=—==} e ==} == == = = = j:==] =

2.Social, political, legal conduct
3.Position relative to competition

which translate in practical

changes needed in hygiene

factors + HPO factors,
activities, to do with:

Business (Operating)

(
Strategy

1.Vision, mission
2.Strategy
3.0perating principles, underlying
values & assumptions
4.0Objective & goals (KPIs)

Color figure can be viewed in the online issue, which is available at wileyonlinelibrary.com.

/ Culture

How the organization really
operates

1.Attitude versus strategy & goals
2.Actual distribution of power &

rewards

3.Actual work people do / don't do
4.0ther norms that explain how
things get done (or not)

Reward &
Recognition

Governance &
Performance

Information
& Systems

employees and to focus their improvement efforts.
This realization led the management team to turn
to de Waal’s HPO framework. The plan was to
introduce the framework at company headquarters,
evaluate its efficacy, and then decide whether to roll
it out further in the organization in conjunction
with Hanna’s HPO model.

The HPO questionnaire was distributed online via a
link to all HQ personnel. Of the 388 employees, 301
returned valid (completely filled-in) questionnaires,
for a response rate of 77.6 percent. Subsequently,
a call-to-action workshop to review the scores was
held with the company’s senior leadership team.
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Exhibit 7 (page 41) gives the average scores for
all multinational companies collected in the HPO
database, as maintained by the HPO Center in
Hilversum, The Netherlands. The case company
scored virtually the same. The company struggled
most with two HPO factors: openness and action
orientation, and continuous improvement and
renewal. The company’s HPO scores led to a list
of several Attention Points for the firm to address
in the next few years in order to transform itself
into an HPO. Two attention points were chosen as
having priority for the coming year: simplify and
align the way of working and improve openness in
the company.

July/August 2016




Exhibit 6. Connecting the Steps in Hanna’s HPO Model With Those in an HPO Diagnosis

HPO Model Steps

Role of HPO Diagnosis

No specific role as the theme has already been defined (in this case, becoming an

The HPO diagnosis can potentially uncover a need in the multinational for a clearer
picture of the organization as an HPO in 2020. This has a direct relation with its

Using data collected through the HPO questionnaire and the subsequent interviews,
the HPO diagnosis identifies critical issues regarding culture, organizational design,

and behavior that need to be addressed for the multinational to become an HPO.
These issues are formulated as HPO Attention Points.

During the HPO diagnosis, the multinational’s strategy is not reviewed.

1: Define the Theme
HPO to ward of hostile bids).
2: ldentify Gaps
future business state.
3: Examine
4. |dentify Issues This step is performed concurrently with step 3.
5: Know & Assess
6: Define New See step 5.
7: Changes To

The Attention Points formulated during the HPO diagnosis have to be turned into

tangible improvement actions for each subunit in the organization during the call-
to-action workshops, thus creating an HPO Action Agenda for each subunit. For this
to be done efficiently, the diamond from Hanna's model has to be used (see next

section).
8: Predict Impact

The impact of the improvement actions and the new design elements are assessed

during the call-to-action workshops. If necessary, changes are made to the HPO

Action Agenda.
9: Prepare for Implementation

The HPO Action Agendas of all the subunits have to be consolidated in order to

identify which improvement actions can be performed by an individual in the sub-
unit, the entire subunit, a particular department level, and the entire organization.

Subsequently, the management team members con-
ducted call-to-action workshops in their depart-
ments to inform their staff and discuss ways to
address the two high-priority attention points in
their respective area. These workshops were sup-
ported by a town hall-style meeting in which the
multinational’s CEO addressed staff on the impor-
tance of the company’s transformation and the
unconditional support that he and the management
team would give to this initiative.

Throughout the workshops, employees kept in
mind the elements of the diamond at the heart of
Hanna’s HPO model (see Exhibit 2) to ensure that
they would be taken into account when tackling the
HPO Attention Points. At the end of the workshops,
each company sub-unit had an HPO Action Plan
of tangible actions to address the questions they
raised. An example is given in Exhibit 8 (page 42).
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Management Guidance Leads to HPO Transition
One of the main challenges in any change initia-
tive is how to keep it alive (Carman, 2011; Raineri,
2011; Stanleigh, 2008). The multinational took a
threefold approach to address this issue.

First, the company established a Steering Platform,
consisting of the multinational’s CEO, the director
of strategy and control, and the director of human
resources. They were responsible for:

» monitoring the progress of the HPO transformation,

o guiding the overall strategic direction of the HPO
transformation, and

» making changes to the various actions based on mes-
sages received from various levels of the organization.

Second, the company established an HPO Change
Agents Group that consisted of a representative
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Exhibit 7. HPO Scores for the Dutch Multinational
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== == HPO (AVG>=8.5) 85 85 85 [ 85 85
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Color figure can be viewed in the online issue, which is available at wileyonlinelibrary.com.

from each organizational unit. The main responsi-
bilities of the group were to:

e convey messages from the work floor to manage-
ment and the Steering Platform about how the
HPO initiative was received and being dealt with
in the various units, and

e coach the units in starting and conducting the
various actions needed to address the HPO
Attention Points.

Third, the company gave priority to the HPO

Attention Point that addressed openness. Research
clearly shows that the support of top management
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is the most critical success factor in any organiza-
tional change initiative. This support should consist
of top managers visibly championing the change
effort, being involved in its activities, and regularly
talking to staff about the initiative (Messinger &
Havely, 2013; Oakland & Tanner, 2007). Thus, to
create genuine dialogue about its HPO transforma-
tion and ensure that employees would be motivated
to participate in it, the multinational made a con-
certed effort to make the CEO more visible to staff
by organizing regular town hall-style meetings and
having the CEO visit various locations where he
could talk individually to staff. The other members
of the company’s management team followed suit,

July/August 2016




Exhibit 8. Addressing HPO Attention Point 1: Simplify and Align the Way of Working

Diamond Elements: Sample Questions:

Processes & Tasks

Which processes and tasks have to be improved and in what way to make sure that we

get real simplification and alignment? How can we improve the process of process

improvement?
Structure

Do we need to change or adapt the organizational structure to achieve better

cooperation and alignment? Do we have to shift or change roles and responsibilities?

People & Competences

How can we strengthen the competencies that people need to be able to work in a

simplified and aligned manner?

Reward & Recognition

In what way do we need to change the reward and recognition system so that it fosters

instead of hinders cooperation and collaboration?

Governance & Performance

What performance information do we need to tell us the status of our simplified and

aligned processes and whether additional improvements are needed?

Information & Systems

How do we need to change our systems so they can support our improved processes

and our process of process improvement?

which gave employees many opportunities to inter-
act with top leaders.

Within six months of conducting its HPO diag-
nosis, the multinational experienced significant
behavioral improvements. The HPO Change
Agents Group conveyed crucial information to
the Steering Platform about HPO efforts in the
various organizational units and identified issues
that required attention. This improved line of
communication closed the gap between the work
floor and management. The members of the HPO
Change Agents Group became very enthusiastic
about their role and the respect and attention they
were receiving from management. The group con-
tinues to ensure that the HPO initiative stays alive
as it regularly reminds both managers and employ-
ees about the need for the company to become
an HPO in order to be successful. This buzz has
helped people to stay the course during the trans-
formation process.

The dynamics of the new communications struc-
ture emphasized the importance of people for the
business. In addition, the involvement of all depart-
ments through the HPO Change Agents Group sent
a strong message throughout the organization that
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mutual cooperation was essential for success, thus
breaking down the functional silos that had ham-
pered operations in the past.

As a result of his involvement with the Steering
Platform, the CEO is now more accessible. His
enhanced availability continues to break down sti-
fling hierarchical barriers, which facilitates interac-
tions between the Steering Platform and employees
at every level, who feel empowered to air their con-
cerns and put forth their ideas for improvement.
Discussions concerning organizational changes
have become more open, honest, and aligned to
the common goal of transforming the firm into an
HPO. Early indications show that, thanks to the
HPO initiative, investors have reaffirmed their trust
in the multinational and will support it in remain-
ing an independent company.
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