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This book is for my soulmate Carolyn Ford, loving wife and mother, and my fiercest supporter taken far too soon.

To my daughters Vivian and Lydia to show pouring your soul into what you believe in lets you achieve it. To the family, friends, coworkers, and others who have loved and supported me in good times and bad and helped me to be more than I ever thought possible.


 

INTRODUCTION

Hewlett-Packard, or HP for short, was founded in 1939 by Bill Hewlett and David Packard; the company would eventually become one of the juggernauts of the personal computing era. In fact, from 2007 to 2013, HP was the biggest PC manufacturer in the world. In 2009, the company ranked ninth on the Fortune 500 list.

Around that time, the company had almost 350,000 employees, served customers in more than a hundred countries, and brought in around $120 billion in revenue each year. But there was trouble on the horizon. Between 1947 and 1999, HP had only four CEOs. Over the next fifteen years, they went through six.

Part of the problem was HP’s desire to transition from its traditional focus on its products into services. As the personal computer and printer that had made HP a dominant player became commoditized—after all, there was little difference between an HP computer and a Dell or Lenovo—HP thought they could maintain that dominance by pivoting to cloud services and system integration delivery.

This was a reasonable strategy, but HP made a critical mistake. They decided to focus their service strategy on affordability over quality. In other words, they wanted to be a low-cost competitor instead of a high-quality one. This was the era when tech was first becoming infatuated with offshoring talent, and HP figured they could staff their service division primarily outside the United States, save on labor costs, and undercut their competition.

It didn’t work out that way.

HP had a plan of sorts. They already had some presence in places like India, Costa Rica, Argentina, and other offshore hubs with large amounts of tech talent. They intended to expand their footprint in these places where they knew they could hire the necessary talent. With that plan in mind, they sold IT services contracts to companies at a rate that would be profitable—if their workforce planning was in order. Delivered from offshore, these contracts would profit HP and save money for the customers.

We can see how this planning let them down by considering their contract. This was a standard servicing with a large financial services institution based in the southern United States. The contract covered not just physical technology but apps and other digital solutions. In theory, the only HP presence that had to be located in America was direct tech support.

The problem HP ran into was that the company didn’t yet have enough staff hired in Costa Rica—or the facility to house them. While HP built up their presence there, they had to run services through their offices in the United States. For two years, HP supported the contract out of places like Charlotte, Atlanta, and New York. By the time HP was ready to transition to their new Costa Rican office, the bank was not interested in making the change. After all, they were getting great service at an incredible price without any of the controversy of using offshore workers.

Such poor judgment on workplace planning and talent strategy spread across the company. This added extra pressure at the top of the organization, where HP was carrying a significant debt load while the market was slowing down. The company started burning through CEOs, with each new leader making very dramatic efforts to turn things around. With all this desperate fumbling, the company began missing Wall Street earning targets. And then the financial crisis further slowed business. Leadership began to panic.

What followed was a series of layoffs. Eventually, after multiple rounds of cuts, the company went from 350,000 employees to a low of 287,000. With such dramatic layoffs, it was impossible to hold on to top talent, and that left the company without the resources to arrest the downward spiral. In 2015, the company split into two, creating HP, Inc. for its products and Hewlett Packard Enterprises for its services. And thus ended HP’s efforts to pivot to services—undone by poor workforce planning.

The Risk of Poor Planning

It didn’t have to go that way. I was part of the team working within HP at the time to build a workforce planning model that would have allowed the company to shift its talent resources to accommodate the new focus on services. It was true they needed some cuts—by my estimate they had about 32,000 more employees in certain areas than they needed. But they also needed to hire people with the skills of tomorrow, maybe as many as 18,000 new people for other positions. For instance, to make that strategy work, for every two computer programmers they cut in Charlotte, they needed to hire a DevOps person in Costa Rica.

If they’d followed this strategy on a reasonable timeline, the company could have remained successful. Unfortunately, HP didn’t follow the model. And they paid for it.

This is not to say they didn’t have very talented leaders—they did. It is to say that the differentiator in an information age is talent and talent strategy. Talent decisions are what drive success and failure far more so than global supply chains or union versus non-union factories. And if leadership can’t come to terms with that dynamic, it can put even very large and successful companies at risk.

If this could happen to HP, it could happen to any company. No matter how strong your brand or how impressive your revenue or how outstanding your products or services, you have to take the risks associated with poor workforce planning and talent strategy very seriously.

I’ve been in this industry for decades, and I’ve seen the same story play out time and time again across industries. Fellow tech giant IBM made similar mistakes in the early 2000s. Leadership misunderstood the state of offshoring their highly skilled workforce. They moved many of their operations to India, assuming the lower labor costs would drive down overall costs, lower prices on their products, and improve their profit margins. What they didn’t consider was that such a move put them in direct competition with companies that had very different labor costs.

The labor cost models of the Indian outsource providers are estimated by Intelligent Sourcing and other industry publications to be about a third of the cost of providers in Europe or the United States. This is true not just of client-facing labor but executive and back-office costs as well.

However, if you set up delivery centers in India, you can match some of the labor costs, but you will still have your overhead functions at a higher cost. Additionally, if a US-based firm wishes to compete in this space, the differentiation to the client cannot just be financial. Service and innovation have to be the differentiation, and that requires different skills and different levels of experience in your workforce than what the offshore competitors can offer.

IBM ran into similar problems in its efforts. The company eventually recovered but only after years of pain.

Here’s another example: a large, successful tech consulting company I’ve worked with has a fifty-year corporate history. Over that entire history, the company has only missed Wall Street estimates five times. Three of those five have been in the last three quarters. Another may be coming as they forecast slower growth.

These issues aren’t driven by the economy or the quality of their product. The root cause can be found in decisions leadership made about their workforce. They made the mistake of overpaying for talent at the bottom of their ladder while laying off talent at the top. This had a short-term benefit of impressing Wall Street with reduced payroll after cutting those big salaries. But the longer-term consequences were written on the wall. Sales and product differentiation suffered, as well as the reputation of the firm.

Once again, leadership justified this decision by building IT systems abroad. Unfortunately, they began building this infrastructure and hiring this workforce as cloud was scaling and AI capabilities came to market. Suddenly, their competitors were reshoring this work, and their clients were bringing much of it back in-house—in both cases because the work required a smaller workforce and could be handled affordably onshore.

While their competitors were hiring more high-end talent with more hands-on industry expertise—the sort this company had just let go—they discovered they’d sunk massive costs into the wrong labor strategy. As with IBM, this company will be fine, but they’re in for some pain in the near term.

To be clear, this book is agnostic on offshoring as a business strategy. There are times when it is useful and even necessary. There are other times when it’s the wrong call. I am also not claiming that workforce planning was the only cause of the turbulence these companies faced. The point of the stories I’ve shared here is that any major business strategy is less likely to succeed if you don’t first understand the talent you have, the talent you need, and the strategies to make the two meet.

And this is true across the whole economy. While all three of these companies are in the tech sector, the risks and rewards of workforce planning and strategy are the same across every industry. The issues HP and IBM faced are the same issues you’ll find at McDonald’s or Walmart or JPMorgan Chase. The specific labor requirements and specific business strategies are different, but the principles remain the same.

Prediction and Data

In business, when things are going well, it’s easy to feel invulnerable at times. You shoot past expectations quarter after quarter, and you dominate your industry. Attracting talent appears effortless. It feels like nothing could take you down. But fortune can turn around very quickly, and if you don’t have excellent workplace planning and talent management strategies in place, you expose yourself to the risks that brought down HP.

Before going any further, let me take a moment to define these concepts here. According to the International Organization of Standardization, workforce planning is:
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Talent management, meanwhile, is defined as “the process of developing and integrating new workers, developing and retaining current workers, and attracting highly skilled workers to an organization.”

Luckily, it is now possible to model both components to match your labor needs while also developing powerful, accurate predictability in how those needs will shift over time. You can anticipate ahead of time the results of adjustments of your workforce planning and talent. Imagine if you could know whether reducing employee turnover would have a positive or negative affect on everything from the bottom line to employee morale, customer satisfaction, innovation, and product development. Knowing the outcome before you disrupt the organization or spend the money is a question of modeling—a question not dramatically different from how an actuary works to price a life insurance policy.

The essence of talent acquisition and management has always been about the right people, the right place, with the right skills at the right time and right price. Now, you can help ensure you get these decisions right with data that offers predictable and forecastable results for your organization. Such results can have a high degree of efficacy necessary for data-driven business decisions.

In fact, with the right data and the right modeling, you can now know where the problems are at the job level and give yourself near certitude in your actions. Of course, we can’t predict everything. We’ll never be able to know if George in sale acquisition will leave his position this year or if Sarah in customer support will fit well when shifted into a new role in HR, but we can know with about 80 percent certitude that of all the Georges and Sarahs in your organization, around thirty will leave and all but around fifteen will adjust to their departments. What’s more, we can know that you’ll need another five Georges and three Sarahs over the next year—and potentially how many you have to bring in each quarter.

Essentially, you can put rigor and evidence-based data behind HR functions. With visibility in your data and structure in your workforce planning, you can remove much of the gut-instinct decision-making that’s so prevalent even in most successful corporations.

It’s hard to overemphasize how big a deal this is. Since the beginning of corporate business, there’s been difficulty finding any certainty over hiring and retention needs. It’s a constant struggle to move talent around organizations. There are chronic issues with overstaffing in one department and understaffing in another.

Now, it’s possible to have true visibility in your workforce—across a single department or scaled all the way to the enterprise level. The technology already available enables this visibility at a cost previously thought not possible. These days, this is not a technology problem; it is a process and governance one. And those processes and governance models can be built and deployed surprisingly quickly once you understand the concepts behind them.

Workforce predictability has many knock-on benefits, including happier employees, higher retention, improved production, and, ultimately, more revenue. Making sure your people have what they need when they need it is both more rewarding for them and allows you to execute your business strategy—whatever that strategy is.

It can also allow you to hire with more precision across time and location. Imagine the benefits of being able to tell your HR department not “We need a thousand new people this year” but “We need two hundred new people in quarter one across these three divisions and these two locations, another three hundred in quarter two across these four divisions, and in these specific jobs, etc.” Imagine the confidence with which you’ll make future decisions when those predictions prove right.

Workforce Needs Change Over Time

When the robots came for those jobs in the 1980s, some people assumed this was the end of the car manufacturing job. It seemed in the moment that technology would eventually eliminate the factory workforce entirely, opening the gates for massive profits, lower costs, and a future without any need for the concerns of this book.

We all know that reality never came to pass. Instead, while the plant requires fewer employees now, those workers all earn far higher salaries. A car plant may now have three hundred employees instead of three thousand, but the savings on workforce aren’t particularly significant, as the workers of today have higher labor costs relative to the economy than the workers of the 1970s. Instead, those jobs that were once labor focused now require knowledge workers who can demand higher pay for their skills.

This is the nature of workforce dynamics. Disruption occurs in technology, customer behavior, or economic realities, and businesses have to adjust their hiring, retention, and resource policies quickly if they want to stay ahead. This was the source of HP’s trouble. The company correctly saw the future was in services, but it couldn’t adjust its workforce to meet that shift.

This is also your dilemma. We don’t yet know where the next disruption will come from. It may be in advances in AI. It could be a definitive shift away from the Chinese market. It could be the emergence of the African continent as a major source of labor or growing markets. It could be changes in emissions standards. It could be something we haven’t yet even thought of.

But it will be your job to make sure your workforce can adjust to that new reality. The only trend we can be confident will remain in place is the focus on skills and knowledge over labor. Whatever shift occurs, you will want the best people with the most experience, talent, and knowledge in the ideal positions within your company. You’ll want them working with people who can allow them to produce the best results.

You’ll need your company to be agile in attracting those people, placing them, shifting them around the organization, and replacing them if they leave. And that means that workforce planning and talent strategies have to be at the forefront of your thinking.

Modeling Workforce Made Easy

The ideas in this book are necessary if you want to ride the waves of disruption ahead, but that doesn’t mean the path forward is easy. I won’t lie to you, the math behind the models in this book is intimidating. You will need talented data scientists on hand to tackle it. But I suspect you already have data scientists. What you lack is the high-level understanding to lead the implementation of these ideas into your business. That’s what we’re going to do here.

This book is not academic or technical in terms of the mathematics behind it. Instead, my aim is to offer an approachable, actionable process that will allow you to assess workforce needs, develop a workforce plan, and engage in strategic talent management.

To effectively plan, you will need significant data, but here, disruptive technology offers us a new way forward. For instance, we’ve known since the beginning of time how to assess skills. Historically, it’s done in one of two ways. Either I ask you what your skills are, and you rate yourself on them, or I ask your manager what your skills are, and they rate you. There are obvious flaws in either system. In particular, they’re time-consuming, open to bias, and people can game the system. These options also don’t account for skills outside the remit of the current position—and those may be the skills you’re most in need of.

But now, we have new technological tools. We have LinkedIn and other social media sites where people post about the skills they have and the degrees that they possess. We have AI, which can scrape those sites to collect that data. We have the cloud where we can store far more data for analysis.

Again there’s a lot of math behind this analysis, but you don’t need to understand it in order to have your teams implement it—you just need to understand the ideas themselves. That’s where we’re going to go in this book. We’ll discuss the science behind predictable workforce planning, the table-stakes ideas you have to accept for these ideas to bear fruit, and the system itself that will allow you to use your data to make workforce decisions with far greater confidence.

By the end, you’ll know all that these ideas can do for you and exactly what you need your team to deliver in order to install these strategies in your business.

Unleash Incredible Potential

As a vice president of HR at Hewlett-Packard I saw the company fall apart in real time. I also saw IBM make its workforce mistakes. But in my long career, I’ve seen more successes than failures. In my thirty-two years working with and consulting for Fortune 500 companies, I’ve seen great results at Microsoft and PricewaterhouseCoopers. I’ve been in the trenches with companies across six continents and in industries as diverse as tech, financial services, products, retail, and travel—seeing the very best and worst workforce planning on the planet.

All that experience has taught me two things. First, you cannot afford to ignore workforce planning or talent strategy. And second, if you implement a well-designed system, you can unleash truly incredible results that will differentiate you from your competitors both to your employees and to your customers through products you put in the marketplace.

How incredible? Let me tell you.

You may have heard of a little startup called Moderna. Along with Pfizer, they led the way to synthesizing the COVID vaccine using new mRNA technology. What you may not know is that one of the reasons they were so well placed to keep up with massive companies like Pfizer and Johnson & Johnson is because of their elite workforce planning.

About a decade ago Moderna was simply a new company with a different mindset looking to shake the industry up. But their talent management didn’t reflect that mindset. Back then, they were still running a very traditional five-hundred-person company. It was impossible for them to keep up with the research spending of the Johnson & Johnsons of this world following the same playbook. They simply didn’t have the resources for that.

But if they implemented elite workforce planning and talent strategy, they were far more likely to get where they wanted to go—and they were likely to get there about three years quicker.

“You’re an R&D company, so what would those three years get you? In pharmaceuticals, they get you everything.”
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A process that ensures people with the appropriate skills
are inthe right place, at the right location, at the right time
to meet the customers’ changing needs. It examines what
an organization needs to accomplish in a given period of
time; what knowledge, skills, and experience are required

to get the job done; and how large a workforce and what
type of workforce are required to provide that mix of skills,
knowledge, and experience.
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