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Among the strategy scholars, there is general consensus that responsive-
integrative strategy making is essential for ensuring a competitive advan-
tage in contemporary dynamic environments. What is the role of HR in this
process, and how can HR support responsive-integrative strategy making?To
answer these questions, we use illustrative experiences from Chr. Hansen,
a global supplier of bioscience-based ingredients to the food, health, and
animal feed industries. We argue that HR’s strategic role lies in providing
support for both centralized and decentralized strategy making by offering
aspirations for strategic decisions and by gathering various sources of inspi-
ration for strategy discussions. © 2013 Wiley Periodicals, Inc.
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Introduction sort of “hiring/firing” unit that made

some attempts at “organizational
development,” but it had no clear

ur new owner has
clearly stated that

Chr. Hansen will be
the platform for fur-
ther growth in a con-
solidating market. This means that
the Chr. Hansen brand will con-
tinue, the headquarters will remain
in Denmark, and we will basically
follow the strategy as it is laid out
today, although we will focus more

strategy. This bothered me for a long
time. We are an international com-
pany with 2,500 employees of many
nationalities. We work in teams. We
work on joint projects. Letting peo-
ple “run around” without any clear
direction is not the most efficient
way to strategically manage human
resources of a global company.

—Lars Frederiksen, CEO,
Chr. Hansen, May 2005

on growth—organic growth and,
perhaps, growth through acquisi-
tions. That makes me a very proud
new CEO! However, we still have one
important thing to do. I would claim
that Chr. Hansen never had a real
HR department. Yes, there was some

Much has been said about the potential
strategic role of human resource manage-
ment (HRM). Yet, demonstrations of concrete
HRM activities that can enhance the effective
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execution of corporate strategy are lacking.
To address this shortcoming, the following
explores how HRM relates to a responsive-inte-
grative approach to strategy making, demon-
strates how specific HRM tools can be adopted
to facilitate this strategy process, and expli-
cates the role of the corporate HR function.

In this study, we suggest that responsive-
integrative strategy making is critical for a
firm’s ability to achieve its full business poten-
tial and gain a competitive advantage in turbu-
lent environmental conditions. This strategy
approach assigns importance to dispersed strat-
egy-making agents who can discern opportu-
nities and turn them into strategic advantages
for the firm, guided by a central strategic direc-

we suggest that

integrative strategy

making is critical

In this study,

responsive-

tion. In this regard, the orchestra-
tion of specific HRM policies and
programs can facilitate the execu-
tion of responsive-integrative strat-
egy-making processes. To illustrate
the operationalization of HRM’s
strategic role in practice, we ana-
lyze how a company operating in
the knowledge-intensive, dynamic
global pharmaceutical industry

for a firm’s ability ~ (Chr. Hansen A/S) transformed

potential and gain

environmental

to achieve its

full business

a competitive

advantage

in turbulent

conditions.

itself in order to actively use the
response capabilities of its employ-
ees to create a strategic advantage.
In this transformation process, the
company uncovered HRM prac-
tices that facilitated responsive-
integrative strategy making.

In the following, we first syn-
thesize relevant parts of the stra-
tegic management and strategic
HRM literature streams to show
how HRM is linked to responsive-
integrative strategy making. We
then present the company case

in order to show how HRM has
been applied to improve strategic outcomes.
Finally, we offer a discussion of our findings
and their managerial implications.

The Strategy Perspective

From a conventional point of view, strategy
making is an analytical process that rationally
determines an appropriate future strategic

direction with clear goals and objectives. This
process entails a sequence of comprehensive
environmental analyses, the evaluation of
strategic options, the detailed planning of ac-
tions, and the subsequent implementation of
these actions in accordance with the plan
(e.g., Ansoff, 1988; Schendel & Hofer, 1979).
This view of strategy making implies that it is
possible to monitor outcomes associated with
the execution of planned actions and control
performance so that it meets the expectations
implied by the strategic plan (e.g., Anthony,
19635; Lorange & Vancil, 1993; Richards,
1986). However, in reality, such efforts are
difficult to control due to the high complex-
ity of market conditions and uncertainty
about the effects from corporate actions
(Goold & Quinn, 1990, 1993; Simons, 1995).
Furthermore, this view reflects a top-driven
strategy-making process with little room for
ongoing deliberations among the line, func-
tional, and specialist managers who deal with
the organization’s operational challenges.
Although a formal planning approach can be
used to determine the firm’s general strategic
direction, it lacks mechanisms to help the or-
ganization respond to unexpected changes
arising during the strategy execution between
planning cycles.

In view of this limitation, continuous
learning through active communication
among managers across hierarchical and
functional barriers about ongoing changes is
arguably a better strategy-making approach
in turbulent environments (Mintzberg, 1990).
Hypercompetitive market conditions with fre-
quent changes and unknown effects create a
need for responsive initiatives by the people
in those business units who are close to the
observed changes (e.g., Child & McGrath,
2001; IMlinitch, D’Aveni, & Lewin, 1996).
However, in the extreme, such an approach
could lead to a “garbage can” of dispersed
initiatives without common direction (e.g.,
Cyert & March, 1963). Or, in the words of Chr.
Hansen’s CEO Lars Frederiksen: “Letting peo-
ple ‘run around’ without any clear direction is
not the most efficient way to strategically man-
age human resources of a global company.”

So, it is argued that the complex strategy-
making process must embrace both intended
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(planned) and emergent (responsive) strate-
gies (Mintzberg, 1978; Mintzberg & Waters,
1985). There is a need for central strategic
planning activities to drive the general stra-
tegic direction and decentralized strategic
responses adapting to local circumstances
and conditional changes. We refer to the
simultaneous emphasis on central direction
and decentralized responses as responsive-
integrative strategy making. In Chr. Hansen the
corporate strategy was quite clear, as the com-
pany wanted to pursue global organic growth
and create value in local markets around its
core products. This would require people
involvement in a more customer-focused
organization supported by career and talent
management. Hence, the company wanted
to enact an ambitious strategy through the
engaged intervention of corporate employees
in what can be interpreted as a responsive-
integrative strategy process (we will discuss
this in more detail later).

The central planning activities and decen-
tralized initiatives in responsive-integrative
strategy making are complementary. Strategic
plans need flexibility to accommodate
responsive actions, and decentralized initia-
tives need coordination and direction pro-
vided by strategic planning (Brews & Hunt,
1999). Notably, firms that master multiple
strategy-making modes, such as undertaking
decentralized initiatives while engaging in
planning activities, display significantly bet-
ter economic performance (e.g., T.J. Andersen,
2004; T. J. Andersen & Nielsen, 2009; Hart &
Banbury, 1994; Miller & Dess, 1993). Hence,
the empirical evidence indicates that respon-
sive-integrative strategy-making processes
are associated with more effective outcomes,
particularly in turbulent environments.
Therefore, we suggest that firms able to pur-
sue responsive-integrative approaches com-
bining both centralized and decentralized
strategy making will generally perform better
than their industry peers (Figure 1).

In empirical studies, centralized strategy
making is typically measured as the organi-
zation’s emphasis on the rational, analytical
elements of the strategic planning process
(i.e., mission statement, long-term goals,
environmental analysis, controls, and action

Human Resource Management DOI: 10.1002/hrm

HumAN REsOURCE MIANAGEMENT AND STRATEGY MAKING

high
A

centralized strategy making

performance outcomes
Low
low
low decentralized strategy making high

FIGURE 1. The Performance Implications of Integra-
tive Strategy Making

plans). Decentralized strategy making is mea-
sured as the extent to which an organization
distributes decision-making power so manag-
ers across the organization can exert influence
and act in response to emerging threats and
opportunities. These responsive actions could
include modifying product and service offer-
ings to fit new customer requirements; engag-
ing in new, promising customer segments;
developing new operating competencies;
and adopting new practices and technolo-
gies. Although each of these strategy-making
modes is associated with improved perfor-
mance (measured in terms of sales growth and
economic return), organizations that are able
to combine the two in responsive-integrative
strategy making outperform their industry
peers. Hence, a recognized case-based litera-
ture illustrates the importance of conjoined
processes of centrally planned (induced)
strategy and decentralized (autonomous) stra-
tegic initiatives (e.g., Bower & Gilbert, 2007;
Burgelman & Grove, 1996, 2007).

Adherence to central planning does not
necessarily imply that all resource-committing
decisions are made in this way. Instead, it
suggests that analytical deliberations can
help stipulate a general direction for future
strategic activities. Hence, centralized strat-
egy making may refer to a discourse in which
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managers across the organization engage in
systematic analytics-based discussions about
the future strategic development of the cor-
poration (Hendry, 2000). The outcome can
be a formalized plan where the underlying
discussions help form a common under-
standing about the competitive situation
and create commitment to future strategic
actions. The centralized strategy-making pro-
cess can thereby provide insights and aspira-
tions that guide subsequent actions taken by
managers throughout the organization. The
HR function can play an important role in
this process by communicating the corporate
strategy to key people in the field and discuss-
ing the implications of that strategy in their
local business areas.

Adherence to
central planning

does not necessarily

resource-committing

made in this way.
Instead, it suggests
that analytical
deliberations can
help stipulate a
general direction

for future strategic

imply that all

decisions are

activities.

Conversely, central planning
activities may serve as a back-
drop for the reevaluation of stra-
tegic moves when unexpected
events happen in the competitive
environment. In a decentralized
decision-making structure, power
is dispersed to specialized local
entities, and managers can engage
in responsive initiatives within
their areas of responsibility. They
can, therefore, react to observed
threats and opportunities when
they are observed, and they can
experiment with new business
approaches that could become
rewarding strategic options for
the firm. The new business prop-
ositions that are tested in decen-
tralized responses can, in turn,
become important inspirational
sources for the periodic strategy
discussions that are part of the
central planning process. Here
the HR function can be a facilita-

tor of important information to
corporate headquarters about new respon-
sive business initiatives in the field for gen-
eral consideration in the central planning
discussions.

The dual emphasis on central planning
and decentralized responses resembles “semi-
structures” that combine a limited struc-
ture of priorities and responsibilities with

extensive communication and freedom to
improvise current product offerings (Brown
& Eisenhardt, 1997). In effect, it describes
a model of strategic responsiveness where
observed changes in the environment induce
local actions that allow the firm to exploit
new opportunities and adapt (T. J. Andersen,
Denrell, & Bettis, 2007). It also captures
essential dimensions of the dynamic capabili-
ties concept where local sensing of new devel-
opments in the surrounding business system
inspires development of new opportunities
(Teece, 2007, 2009). The dynamic capabilities
can be concrete manifestations of operational
routines, such as new product development
and reconfiguration of corporate activities
(Eisenhardt & Martin, 2000) or, by exten-
sion, integrative-responsive strategy-making
processes.

The Role of HR in Strategy Making

What is the role of the corporate HR function
in this process? It could be that of an active
liaison function ensuring the dynamic inter-
action between the central strategic aims of
corporate headquarters and decentralized ini-
tiatives taken by local managers to execute
the strategy in complex and diverse global
markets. Clearly, the line and local functional
managers involved in the decentralized strat-
egy-making process constitute essential
human resources in the organization. The
challenge in this respect is to better under-
stand HRM's involvement in the intricate re-
lationship between the experiences gained
from the activities in the organization’s local
operating entities and the outcomes of the
central strategy discussions. Subsequently, we
need to describe the characteristics of basic
HRM policies and the practices that can ef-
tectively facilitate these processes. In this
context, one HRM function can provide line
managers with analytical concepts and tools
that support the responsive-integrative strat-
egy-making processes. These concepts and
tools might facilitate strategic insights and
leave room for managers to improvise and
experiment with new business activities as well
as assist in lateral cross-functional coordination
among managers.
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By adopting HRM tools that support inter-
active strategy-making processes, top man-
agement can furnish strategic understanding,
insight, and aspirations to organizational
members on all levels. The new initiatives
taken throughout the organization as a result
could be seen as trial-and-error experiments
that test the effectiveness of alternative ways
to pursue organizational activities. The new
activities and supportive capabilities derived
from these initiatives eventually constitute a
portfolio of alternative business opportuni-
ties available to the firm. Another HRM role,
then, can be to ensure that the experiences,
capabilities, and strategic insights derived
from these initiatives are brought to the
attention of top management for further con-
sideration and as inspiration for the periodic
strategy discussions that are part of the cen-
tralized strategy-making process. These inter-
twined top-down and bottom-up processes
are illustrated in Figure 2.

Top and line managers are involved in
centralized  strategy-making  discussions,
where analytics-based deliberations can create
a common understanding about the competi-
tive situation. These deliberations may help
to form a strategic direction that provides aspi-
rations for emerging decisions and responsive
initiatives taken throughout the organization
as local managers work to execute the corpo-
rate strategy. The corporate HR function can
serve as a facilitator in this process of insti-
gating responsive strategic initiatives across
local functional entities as part of the decen-
tralized strategy-making process with a view
to the overarching strategic intent (top down,
Figure 2a). Simultaneously, the HR function
can observe dispersed decisions and respon-
sive initiatives taken by line and functional
managers, and facilitate ongoing reporting on
their effects. These reports, in turn, can serve
as inspirational input for subsequent strategy
discussions in the central strategy-making
process (bottom up, Figure 2b).

We therefore perceive a responsive-
integrative strategy process that involves
three managerial layers (top management,
line management, and functional manage-
ment) with sequential activities that inter-
act over time. Top management drives the
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central strategy-making process through
periodic strategy discussions involving line
managers. The goal of these discussions is to
foster a common understanding and develop
a general strategic intent for the organiza-
tion. This process constitutes an inspirational
backdrop for subsequent decisions and ini-
tiatives across the organization’s functional
entities. The line and functional managers
drive the responsive actions that constitute
the decentralized strategy-making process, the
outcomes of which may serve as inspiration
for subsequent discussions in the central-
ized strategy-making process. In this way, the
centralized and decentralized strategy modes
are intertwined in a responsive-integrative
strategy-making process where
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HRM can play the important role
of facilitating interaction between
the two strategy-making modes.
In the following, we identify
the characteristics of HRM poli-
cies and practices that can support
an effective responsive-integrative
strategy-making process. To this
end, we use Chr. Hansen A/S as
an illustrative case study. The
detailed insights about the HR
activities in the company were
obtained over a longer period of
collaborative involvement with
the Chr. Hansen’s Global People
and Organization department—
the corporate HR function. We
interviewed multiple informants,
analyzed internal and external
reports and policy papers, and
participated in the international

insight, and

levels.

By adopting HRM
tools that support
interactive strategy-
making processes,
top management
can furnish strategic

understanding,

aspirations to
organizational

members on all

meetings and social events. One
of the authors has been involved in the global
HR strategy development and rollout.

The case demonstrates that the corporate
HR function institutes HRM processes and
practices that support both centralized
and decentralized strategy making as key ele-
ments of a responsive-integrative strategy pro-
cess. This is achieved by engaging managers
across the organization in systematic, analyt-
ics-based discussions about strategic condi-
tions and future business opportunities (top
down, with the goal of providing aspirations),
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FIGURE 2. The HR Function as Facilitor of Integrative Strategy Making

and by providing mechanisms to facilitate
autonomous initiatives and report on their
outcomes to top management (bottom up,
with the goal of serving as inspiration).

The Company

Chr. Hansen A/S is a multinational company
headquartered in Denmark (www.chr-hansen
.dk). Christian Ditlev Ammentorp Hansen, a

Danish pharmacist, established the company
in 1872 while developing a procedure to ex-
tract pure, standardized rennet enzymes. Chr.
Hansen now develops natural ingredient so-
lutions—such as cultures, enzymes, colors,
and flavors—for the food, pharmaceutical,
nutrition, and agricultural industries. In the
2003/2004 financial year, Chr. Hansen
Holding A/S’s net profit was DKK 76 million,
and net profit including minority interests
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was DKK 108 million. Until 2005,
Chr. Hansen Holding A/S consisted of two
widely different business areas: food ingredi-
ents (Chr. Hansen) and pharamaceutical
treatment of allergies (ALK-Abell0).

In 2003, Chr. Hansen's growth rate fell,
as it did for many other major food ingre-
dient producers. The disappointing growth
reflected the stagnation in the ingredients
industry resulting from inventory adjust-
ments and the negative trend in the global
economy. By the end of 2004, however, the
situation had improved; revenue for the full
year was DKK 3,420 million, which reflected
a growth rate of 8 percent. Although growth
was evident across all regions, it was particu-
larly strong in Asia.

Chr. Hansen’s ongoing innovation and
development efforts have resulted in a corpo-
rate slogan of “130 years of innovation.” The
core competencies of the corporate research
center lie within food starter cultures,
enzymes, and health-promoting characteris-
tics of probiotics and functional foods, as well
as natural colors and dairy flavors. These prod-
uct markets have different dynamics, as the
market for cultures is characterized by high
gross margins and entry barriers, whereas
the market for colors has lower margins and
entry barriers; thus, they require different
responses. About 6 percent of the company’s
revenue is spent on R&D and the application
of knowledge. Development centers are situ-
ated in Denmark, the United States, France,
and Germany, while application centers are
found in 21 countries.

At the beginning of 2005, Chr. Hansen
employed 2,600 people in 32 countries. The
majority of employees were based in Denmark
(820), the United States (442), France (253),
Germany (186), and Brazil (117). This exten-
sive global presence obviously spans over a
range of quite unique market conditions that
must be understood and exploited in the stra-
tegic drive for corporate growth around the
core products. Chr. Hansen has always been
viewed as “a nice place to work.” At that
time, the organization was decentralized and
relatively flat, with high trust relations
and high levels of cooperation between man-
agers and employees. In general, employees
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were satistied with their jobs, their growth
opportunities, and the organization’s gen-
eral attitude toward employees. Corporate
human resources functioned as a traditional
personnel department and focused almost
exclusively on individuals (hiring/firing and
employment contracts), although it was
involved in some intraorganizational pro-
cesses (management training and employee
appraisal interviews). Although an employee
satisfaction survey was conducted regularly,
there was no follow-up on the results. HR
was also responsible for regularly redefining
the set of competencies that applied to all
Chr. Hansen managers, regardless of where
they were based.
Knowledge-intensive, service-
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oriented, and high-tech com-
panies like Chr. Hansen are an
essential part of the Danish econ-
omy. Their competitive strength
is associated with the ability to
attract and develop highly quali-
fied and flexible human resources
within the Danish “flexicurity”
model. This model combines
three essential elements of the
labor market: easy hiring and fir-

small size of

The relatively

Danish companies,
combined with
their emphasis

on knowledge-

ing, relatively generous unem- based global
ployment benefits, and active -
labor market policies. These labor ~ competitiveness

market traits serve to ensure high
mobility of human resources and
that employees develop required
skills and are Kkept motivated
(S. K. Andersen & Mailand, 2005;
Bredgaard, Larsen, & Madsen,
2008; Madsen, 2008).

The relatively small size of
Danish companies, combined with
their emphasis on knowledge-
based global competitiveness and

many Danish

takeovers.

and the flexicurity

system, has made

companies the

targets of foreign

the flexicurity system, has made

many Danish companies the targets of for-
eign takeovers. In fact, many companies—
including Chr. Hansen—have been acquired
by foreign hedge funds. In April 2005, Chr.
Hansen Holding A/S signed an agreement
with PAI Partners,' a leading French private
equity fund, to divest Chr. Hansen Holding’s
food ingredients business. The selling price
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was DKK 8.2 billion on a debt-free basis,
and the divestment was DKK 4.2 billion. At
the time of acquisition, the revenue of Chr.
Hansen Holding’s food ingredients business
(hereafter Chr. Hansen) totaled DKK 3,420
million.

Although PAI calls itself “an active part-
ner,” it typically leaves much of the acquired
company’s management team in place to
handle the day-to-day running of the busi-
ness. PAI’s tactic is to appoint a capable stra-
tegic management team and then “keep an
eye” on the key strategic decisions. In this
regard, Lars Frederiksen, Chr. Hansen’s vice
president of sales and marketing, was asked
to take on the position of president and
CEO, and to form the new corporate lead-
ership team. At the time, he had been with
Chr. Hansen for 27 years.

PAI wanted a fresh, strong professional
management team “to develop and imple-
ment the new strategy for the new company.”
In the summer of 2005, corporate manage-
ment conducted a strategic evaluation of
the company, which was seconded by two
renowned consulting companies (Egon
Zehnder International and BCG). Their anal-
yses pointed toward the pursuit of a growth
strategy based on expanded geographic mar-
ket coverage within the core product areas.
The consultants found that the company had
been “historically undermanaged,” had “no
performance culture,” and lacked “account-
ability,” but also repeatedly pinpointed the
“enormous Human Capital potential” and
strong willingness among senior manage-
ment to do things differently.

One major concern was the absence of a
strong professional HR organization to sup-
port the ambitious corporate growth strat-
egy of core products in the global markets.
According to Frederiksen: “Chr. Hansen . . .
never had a real HR department. I could not
blame the employees in the HR department.
They were highly qualified, but they were
doing no more than they were told to do.”
Although the previous management team
had tried to impose a global strategy across
the company as a whole, HR had never been
involved. Corporate HR was only responsi-
ble for employees in Denmark, and country

managers had the freedom to handle their
personnel issues as they saw fit. Frederiksen
envisioned a more visible HR organization
that would “change the way we think about
HR,” “align HR processes with the global orga-
nization,” and “integrate HR with business
strategy.” As Frederiksen stated, “This is what
I told those who applied for the position: I
believe Chr. Hansen has Denmark’s best per-
sonnel department for 1965. I want you to
turn it into the best professional, world-class
HR organization for 2005.” So, the intent was
to anchor the HR functions around the global
business activities and thereby support the
execution of the corporate growth strategy.

HR in Strategy Making at
Chr. Hansen

In January 2006, Jesper Allentoft joined Chr.
Hansen. His task was to head the HR depart-
ment. After some major staffing changes were
implemented, the new organization was in
place by August 2006. Its mission stated: “Our
aim is to optimize and link business, people
and organization.” To accomplish this, new
positions were created with the title of “HR
business partner” and they became a corner-
stone in the new structure. Each executive
vice president was paired with an HR business
partner, and the two were to act as sparring
partners. Each HR business partner was made
responsible for all HR issues in one product
division. Allentoft desired “strong HR
generalists and real team players” to ensure
interacting practices around the strategy exe-
cution in the different corporate entities.
Three very experienced HR professionals had
joined Chr. Hansen as HR business partners
by June 2006:

e Susanne Parfelt, HR business partner for
colors, flavors, finance, IT, and other staff
functions. She came from a position as
HR divisional director at Lundbeck and
had more than 20 years of general HR
experience.

e Marianne Smedegaard, HR business part-
ner for cultures & enzymes and corporate
research. She came from a position as HR
business partner for biopharmaceuticals
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product supply at Novo Nordisk and had
more than 15 years of HR experience.

e Lisbeth Kirk, HR business partner for
global sales. She came from a position as
senior HR specialist for the global sales
organization at Lundbeck and had more
than 12 years of experience.

The HR business partners were integrated
into the divisional management teams and
participated in all management meetings
and thereby were close to all ongoing strategic
and business control discussions. Smedegaard
explained this situation: “Our mission is to
partner with the organization. To me, this
means being very close to the managers, talk-
ing to them on a continuous basis, and know-
ing their challenges and their needs. It is
about coaching them, mentoring them, being
there for them when they need it, and being
their close partner.” The new view on HR was
also described by Kirk: “We were building a
new HR organization, which was not a sup-
port function but a part of the day-to-day
divisional management.” The HR business
partners’ main task was to develop the “new
concepts and tools” (HR processes and HR
practices) necessary to support strategy execu-
tion in their respective divisions. According
to Smedegaard’s interpretation, this meant:
“Everything we do should be related to the
needs of the organization and closely linked
to our overall business strategy.”

Top Down: Aspirations for Emerging
Strategic Decisions and Initiatives

“Concepts and tools” were developed by the
HR business partners to ensure that the mis-
sion and planned strategic intent were clearly
outlined and communicated and provided
aspirations for the ongoing efforts to execute
the corporate strategy. At the same time, vari-
ous experiences from new initiatives were
collected and fed back to inspire the central
strategic-planning activities. As illustrated in
Figure 2a, one group of HR processes and
practices drew on the strategy discussions to
provide aspirations for subsequent strategic
decisions throughout the organization. In
some instances, this led to immediate actions
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(e.g., high-performance workshops; see
Sidebar 1). In other cases, it merely served as
an informative roadmap for ongoing strategic
search (e.g., C-Way; see Sidebar 2).

One main purpose of the high-perfor-
mance workshop was to enable managers to
create the best possible development oppor-
tunities in their units. As an integral part of
the management program, all participants
had to establish a development plan for their
individual units. The purpose of this exercise
was to provide managers with opportunities
to improvise and experiment with new busi-
ness ideas that could become effective strate-
gic responses. As Allentoft explained, “Lars
Frederiksen is involved in the teaching of
every single workshop. Local man-
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agers are often astounded when
he shows up for three hours at the
beginning of the course, regard-
less of where it is organized, to
talk about the basics of the overall
business strategy—what and why
are we doing what we are doing.”
All core HR staff took part in these
training activities. Frederiksen saw
his direct involvement as a way to
instill strategic direction while at
the same time getting a much bet-
ter feel for the strategic challenges
in local markets.

This part of the centralized
strategy-making process served
to create a common understand-
ing of the competitive situation

of the high-

performance

to create the
best possible

development

units.

One main purpose

workshop was to

enable managers

opportunities in their

and outline the strategic options
available to the firm by involv-
ing business-unit managers directly in the
process. Through such tools as the annual
performance development interview (PDI)
(see Sidebar 3), management could commu-
nicate the strategic intent developed from the
strategy discussions, clarify the roles of each
unit and of the individuals within them, and
secure alignment between individuals and
business units in pursuit of corporate goals.
Hence, all company employees were to com-
plete the PDI once a year together with their
immediate superiors and produce an indi-
vidual development plan. The purpose of the
PDI was to ensure that every employee knew
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High-Performance Workshops

The high-performance workshops focus on HRM from three perspectives:

1. Identification of performance drivers (e.g., How do | identify the activities that drive strategy ex-
ecution? How do | set and follow up on significant, measurable, ambitious, realistic, time-bound
targets for my unit?)

2. Optimization of development places (e.g., How do | improve the integration of development
plans with the organization of work? How do | focus the business and motivate development
plans?)

3. Leading change process (e.g., How do | create motivation results and development opportuni-
ties for the employees in a change process?)

The high-performance workshop’s main objective is to equip managers with the knowledge and
skills needed to handle these challenges. Leadership development is accomplished using various
learning methods, as learning takes place in many different ways and as different people have dif-
ferent preferred approaches to learning.

The approaches used at the high-performance workshops include:

e introduction of a range of leadership theories, tools, and models;

e knowledge sharing, exchange of best practices, and mutual inspiration;

e networking;

e discussions and reflections on leadership and necessary leadership competencies; and
e clarification of leadership challenges and discussions of how to handle them.

Source: Internal documents.

cWay

We operate within the framework of our vision and values, policies, and positions regarding busi-
ness integrity and responsible citizenship. We call it C-Way—The Chr. Hansen Way of Management.

Launched in 2008, C-Way links our vision and values to the business strategy and to everyday op-
erational tasks throughout the company, streamlining our policies and procedures and ensuring
global alignment. In this way, we create transparency in the organization and set the framework for
building and running a sustainable business.

Vision
Values

Global policles

Procedures & Instructions

i 0

Business activities:

* Objectives * Strategles * Plans & actions

Source: Chr. Hansen (2008).
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Employee Survey 2006

Employee Survey 2007
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Employee Survey 2008

Yes Yes Yes
No No No
Performance Development Performance Development Performance Development
interview interview interview
24%
27%
39%

: Yes Yes Yes

61% No No No

73% 76%

Individual Development Plan

Individual Development Plan

Individual Development Plan

In 2008, 85 percent of our employees completed a PDI and 76 percent have an individual development plan. This is a
major increase compared to 2006, where only 39 percent employees completed a development plan.

Source: Chr. Hansen (2008).

FIGURE 3. PDI and the Individual Development Plan

and understood the connection between their
own operational tasks, the goals of the unit,
and Chr. Hansen'’s overall strategic direction.
“We are making sure that we properly align
employee skills and individual needs with the
company’s strategic needs,” said Allentoft.

Although the PDI concept was developed
for the global organization, it was subjected to
significant local adjustments. Kirk explained,
“To succeed globally, we had to develop the
PDI together with local HR managers. First,
they received a draft, and were invited to give
their comments and suggestions. We con-
sidered all of them and tried to incorporate
the changes. For example, we used the US
grading system, adjusted the PDI to the legal
requirements of France, and linked it to the
employee satisfaction survey carried out glob-
ally. We had to explain the purpose of PDI
to managers in Poland and train them in its
use. However, even in Denmark we discussed
the PDI with our division managers during the
meeting of the divisional management teams
before we launched it.” By 2008, the results
of the annual Employee Survey showed a
substantial increase in the level of participa-
tion in the PDIs and individual development
plans (see Figure 3).
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To balance the PDI, which is exclusively
focused on relations within the department
(between manager and employee), another
managerial tool was developed by corporate
HR—the Partner Feedback System (PFS). The
PES is focused on cooperation among inter-
nal partners across different departments,
with the aim of systematically collecting feed-
back to improve work relations and processes
across functional areas (see Sidebar 4). The
fact that the PES is indirectly linked to the PDI
encourages knowledge sharing and innova-
tion among individuals in the organization, as
such exchanges occur when people interact—
particularly within groups or teams that cross
conventional functional boundaries.

Bottom Up: Inspiration for Strategy
Discussions

Over time, the experiences line managers
gather from various autonomous initiatives
can be channeled up the organizational struc-
ture to serve as important sources of inspira-
tion for the organization’s periodic strategy
discussions (see Figure 2b). In this context, HR
needs to have processes and practices in place
to ensure that the outcomes of autonomous
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Performance Development Interview (PDI)

Purpose of the interview

The purpose of the PDI is to ensure that every employee knows and understands the connection be-
tween their own tasks, the goals of the unit, and the overall strategy of Chr. Hansen.

Chr. Hansen attaches great importance to the development of its employees, as employees are
viewed as key to the company’s continued success. All employees must have a performance devel-
opment interview and, as a result, an individual development plan.To ensure consistency worldwide,
the global PDI form is used by all employees and managers in Chr. Hansen.

The interview consists of four steps:
1. Follow-up on last year’s targets and performance evaluation

The basis of the PDl is an evaluation of the employee’s performance relative to the targets agreed for
the preceding year. Subsequently, the employee’s performance is evaluated in relation to the perfor-
mance criteria for Chr. Hansen.

2. Salary evaluation

The evaluation of last year’s targets and the employee performance evaluation form the basis for the
determination of the salary for the next period. Any changes in salary are communicated during the
interview.

3. Determination of business targets for the next period

On the basis of the targets set for the area/department, the employee and the manager agree on
business targets for the next period. Each manager is responsible for ensuring that all employees in
the area/department are informed about the overall targets for Chr. Hansen and that they understand
how they contribute to the department’s targets.

The business targets must be well defined and realistic, and can advantageously be set in accordance
with the SMART model, where S = significant, M = measurable, A = ambitious, R = realistic, and
T = time limited.

4. Individual development plan

On the basis of the defined targets and the performance evaluation, the employee and the manager
agree on future competence development initiatives for the short and long term. A number of ele-
ments go into preparing the individual development plan:

e the business targets and expectations for the next period,

e future job requirements,

e performance evaluations,

e professional and personal competence development needs, and
e possible future job opportunities.

After the performance development interview, the employee enters the agreed targets and the indi-
vidual development plan for the next period into the forms, which are then signed by both parties.
The manager and the employee are mutually responsible for implementation of the agreed targets.

Source: Internal documents.

initiatives are recorded, brought to the atten-
tion of top management, and made available
as useful input into strategy discussions. In
Chr. Hansen, the organizational audit (OA)
and the organization review (OR) serve ex-
actly these purposes. Formally, the OA and
OR assess how the organization and its
human resources support the present and an-
ticipated future business requirements. They

do so by evaluating past performance and
preparing follow-up action plans for the en-
suing years.

Based on inputs from PDI and PES, all
executive vice presidents conduct an OA
annually for their respective business areas.
The OAs cover two main themes: “Linking
Business and Organization” and “Succession
Management” (see Table I). The former
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Partner Feedback System (PFS)

Purpose:

The PFS is based on the idea that cooperation improves when people have a chance to discuss how
they best work together. Chr. Hansen believes that in order to provide its customers with high-quality
products, it needs well-functioning business flows. The company therefore focuses on continuously
improving and developing its internal work processes to ensure product development, reliable deliv-
ery, and strong customer relations.

The purposes of the PFS are to:

e strengthen cross-functional cooperation through open and constructive feedback, and
e support optimization and development of cross-functional work processes.
Description:

The PFS was developed as a tool for systematically collecting feedback from internal partners in
Chr. Hansen. It is based on interviews with important internal business partners. These interviews
are conducted directly with the partners by the manager. During the PFS process, the manager is
expected to:

1. Identify three important partners in Chr. Hansen.This should be done together with the employee’s
own supervisor.

2. Carry out interviews with each identified partner. The interview form should be used to ensure the
same areas are discussed in all interviews.

3. Go through the interview material and clarify feedback—both positive and negative—and make
suggestions for improvements and the development of future cooperation.

4. Write a summary of the feedback and suggestions for development and improvement. The sum-
mary should be distributed to the interviewed partners and to the employee’s own supervisor.

The PFS summary can serve as a valuable input in the annual performance development interview
between the employee and his/her supervisor, as it identifies focus areas, and provides suggestions
for the development and improvement of future cooperation with internal partners.

Source: Internal documents.

Structure of OA and OR

Present and Expected Business Requirements and Challenges

Linking Business and Organization Succession Management

Organizational development (past years) Corporate key positions
Future organizational development Corporate key people (including successors)
Annual focus themes Rising stars

Development activities and action plans Development plans and management review

Source: Internal documents.

focuses on the link between the development
plan for the business area and the business
goals for the company as a whole. It also
describes the main scenario(s) for future busi-
ness development. In addition, selected areas
for future organizational development are
outlined, and considerations relevant to the
annual focus themes are described. The sec-
ond part—Succession Management—identifies:
(1) key positions in the division, and evaluates
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the ability of those holding these positions to
take on increased managerial and/or profes-
sional responsibilities; (2) successors to key
positions, and their readiness; and (3) “rising
stars.”

In addition to the main themes, “focus
themes,” which reflect important issues across
the organization, are included in the OA.
These themes are defined jointly by the CEO
and the vice president of human resources
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every year to accommodate shifting strate-
gic priorities, and to balance HR demand and
supply. For example, the OA focus themes for
2007 were: follow-up actions on the results of
the employee satisfaction survey; issues related
to the attraction and retention of key per-
sonnel; and planned and conducted actions
to reduce complexity and limit unnecessary
work processes. In 2008, the focus the-
mes were (1) linking business, people, and
organization and (2) succession and talent
management.

The ORs are conducted by the respective
management groups for the product divisions,
Finance and IT, and Corporate Research. The
structure and the themes are identical to those

“The OA and OR

ensure that the

of the OA. The OR and OA follow
a common timeline, as the OA is
a follow-up on the OR conducted
in each division. The process typi-
cally follows this sequence:

organization is

alert and fit to
handle change at
any moment. For
instance, if we are
entering a new
business area,
we know instantly
whether we have

the necessary

capabilities.” °

e In June, an introduction, the
guidelines, and the templates to
be used for the OR and the OA are
distributed to the corporate lead-
ership team members.

e In July, the results of the Em-
ployee Survey are distributed.

e From August through Decem-
ber, ORs are conducted by respec-
tive executive vice presidents and
vice presidents in cooperation
with their HR business partners.
For ORs, the respective executive
vice presidents chair the meetings
together with the respective HR
business partners.

In January, OR and OA reports

are discussed during a full-day
meeting of corporate leadership team
members. At the meeting, each executive
vice president presents the results of the
OR and OA for that division and is then
drilled for 15 minutes by other corporate
leadership team members. After the meet-
ing, a summary of the agreed actions for
each division and for the entirety of Chr.
Hansen is produced. That document then
serves as the action plan for the coming
year.

Frederiksen discussed his view of these
two processes: “OA and OR serve to ensure
that we have an organization that is capable
of fulfilling the requirements of our business
strategy at all times. All potential and talents,
as well as the problems and ‘red flags,” become
very visible, which allows us [the corporate
leadership team members] to react quickly
and facilitate any necessary adjustments in
our business strategy or our organization. The
whole process gives rise to extremely interest-
ing and useful discussions among the corpo-
rate leadership team members about whether
our business strategy is the right one, wheth-
er there are any unexplored opportunities, and
whether and how we could do better in terms
of strategy implementation.” Allentoft’s view
on the processes is similar: “OA and OR are
useful, but time-consuming, organizational
exercises. When they were developed, they
were meant to be implemented only once a
year. However, both the corporate leadership
team and divisional management groups
were so enthusiastic about these exercises
that they decided to make them biannual
activities. The OA and OR ensure that the
organization is alert and fit to handle change
at any moment. For instance, if we are enter-
ing a new business area, we know instantly
whether we have the necessary capabilities.”

Results

In 2009, the results of the employee satisfac-
tion survey showed that “the level of employee
commitment [had] never been higher” (Chr.
Hansen, 2009). The high level of commitment
was all the more remarkable given that the
positive trend in employee satisfaction devel-
oped during a period of significant organiza-
tional changes (including some layoffs)
designed to reinforce Chr. Hansen’s global
market position. As Allentoft argued, “We can
actually measure the positive impact in both
the employee satisfaction score and the bot-
tom line. This is the ultimate documentation
that our strategy has been successful.”
According to Allentoft and the HR busi-
ness partner team, the key to success was the
maintenance of a tight alignment between
HR activities and the business strategy by
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maintaining a focus on employee develop-
ment and by motivating employees with
exciting job and career opportunities. For the
corporate leadership team members and the
CEO in particular, the process was supported
by continuous feedback from the organiza-
tion, which, Frederiksen said, “pushed us
to never relax and to constantly question
our way of working, wondering whether we
could do things in smarter, more efficient
ways.” Allentoft also provided a view on the
importance of the system: “As head of global
HR, it is extremely important that I have a
good relationship with my colleagues in the
corporate leadership team, and, in particular,
with the CEO. We coach each other and make
things work. The fact that the HR business
partners are integrated in divisional manage-
ment means that the corporate leadership
team members have a common basic vision
of how HR can contribute to value creation
in the company.”

However, it would be naive to assume that
the process was easy, particularly in light of
several developments. Allentoft and his team
were facing several challenges. First, PAl's exit
was scheduled for the end of 2010, which cre-
ated a lot of ambiguity. While maintaining
performance culture was easier at the head-
quarters, the subsidiaries were left to wonder
about the future of the company. Second,
Chr. Hansen had been developing from a
one-stop ingredient supplier into a focused
bioscience company. That required changes
in corporate branding and development of
a new employee value proposition. Third,
the organization had been trimmed through
the divestiture of noncore businesses and the
streamlining of all business processes, while
acquiring some new businesses. In the Global
HR Strategy for 2008-2010, it was stated:
“Handling M&A and change processes are the
most critical goal due to its high importance
for business and low current HR capabilities.
Clearly, managing change and cultural trans-
formation are areas where HR could provide
valuable support to businesses.” According to
HR business partners, the big challenge was
“how to preserve the old good Chr. Hansen
spirit but at the same time make it workable
in the future” under new business conditions.
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Finally, the global implementation
of HR initiatives did not proceed so eas-
ily as expected. Five HR coordinators were
appointed in the largest countries in which
Chr. Hansen was operating. The intention
was to make them responsible for anchor-
ing the global strategies on the regional level.
However, some HR coordinators found it
difficult to deal with this challenge because
they had limited global/regional experience
or were new to the organization. Some were
not strong enough to move from an admin-
istrative role into a truly global/regional role
focused on formulating regional HR strate-
gies that reflected local needs while staying
rooted in the global HR objectives.
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This difficulty was highlighted by
Allentoft: “I am not quite satis-
tied with the global implementa-
tion progress. . . . While most of
our concepts have become routine
in Denmark, this is not necessar-
ily the case in the international
organization. The strengthening
of the international organization
will be an important focus area
over the next few months. We will
focus on such activities as recruit-
ing stronger HR profiles in certain
regions, shifting the role of corpo-
rate HR, and training regional HR
coordinators.” At the same time,
some regional HR coordinators
were not satisfied with the role of
“implementer” and expressed a
desire to be more involved in the

was “how to

According to HR
business partners,

the big challenge

preserve the old
good Chr. Hansen

spirit but at the

same time make
it workable in the
future” under new

business conditions.

development of “concepts and

tools” from the very beginning. One anony-
mous regional coordinator said, “We would
like to move away from central development
with local implementation towards central
inspiration with regional development and
local implementation.”

Despite the challenges, Allentoft was pos-
itive: “Fundamentally, if [ had to do it all over
again, I wouldn't really change anything. For
instance, regional and local HR coordinators
must be personally involved in OA and OR in
their regions, which allows them to become
sparring partners for the country managers.
That situation mirrors the relations between
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HR business partners and divisional execu-
tive vice presidents. The art of HR—when the
music really plays—is when we gain
the confidence of the functional managers,
the people we are serving, so that we can be
a true sparring partner. This is what strategic
HR is all about from my point of view.”

Conclusion

In this article, our ambition was to show how
HRM can enhance the corporate strategy-
making process. Strategic respon-

The responsive-
integrative strategy
approach may
sensitize managers
on all levels to the
complexity of the

strategic challenge

siveness is generally recognized as
essential for competitive advan-
tage. The ability to respond and to
adapt a strategy to changing con-
ditions hinges upon the organiza-
tion’s ability to facilitate autono-
mous initiatives among individual
managers within the organiza-
tion. Yet, general direction and co-
ordination remain important for
economic efficiency, which sug-
gests a need for integrative strat-
egy processes that combine decen-

and instill a general  tralized emergent strategy making

awareness for
adaptive strategic
responses in the

diverse global

competitive

environment.

with centralized intended strategy
making. We used the example of
Chr. Hansen to illustrate HRM’s
role in the orchestration of both
autonomous and induced
strategies.

The responsive-integrative strat-
egy approach may sensitize man-
agers on all levels to the complexity
of the strategic challenge and instill
a general awareness for adaptive

strategic responses in the diverse
global competitive environment. Such aware-
ness can help improve the organization’s
ability to identify unique local market require-
ments and environmental changes that call
for adjusted corporate actions. Furthermore,
the responsive-integrative approach to strat-
egy making clearly accommodates the role of
HR in the complex strategy-making process.
As such, the corporate HR function could
be seen as the driver of an advanced form of
interactive management control system where
top managers “regularly involve themselves

in the decisions of subordinates,” which
could comprise “human development sys-
tems” (Simons, 1991, pp. 49, 53). The broad
involvement of managers across hierarchies
and local functions can also be seen as a way
to accommodate fruitful interaction between
“big picture—conscious” individuals at head-
quarters and “detail-conscious” individuals
in the local operating entities (Hodgkinson &
Clarke, 2007).

Hence, the focus of the HR function
should support both induced (centralized,
top-down) and autonomous (decentralized,
bottom-up) strategy making. In Chr. Hansen,
the support for induced strategy making
was done by engaging managers across the
organization in systematic, analytics-based
discussions about strategic intent and the
future direction of the company via high-
performance workshops, the C-Way initia-
tive, personal development interview, and
Partner Feedback System. In addition to
facilitating strategic insights, these programs
developed and initiated by the corporate HR
function provided the line managers with
room to improvise and experiment with new
business activities as well as assist in lateral
cross-functional coordination among manag-
ers. In addition, the corporate HR function at
Chr. Hansen put in place mechanisms that
facilitate autonomous initiatives and allow
for the ongoing reporting of their outcomes
to top management. Organizational review
and organizational audit brought to the
attention of top management the experi-
ences, capabilities, and strategic insights
derived from discussions about strategic
intent and autonomous initiatives. These
served as inputs for further consideration and
as inspiration for the periodic strategy discus-
sions that are part of the centralized strategy-
making process.

Our work further clarifies the “strategic
partner” role of HR professionals (Ulrich,
1987). Ulrich (1997, p. 27) wrote, “HR profes-
sionals become strategic partners when they
participate in the process of defining business
strategy, when they ask questions that move
strategy to action, and when they design HR
practices that align with business strategy.” To
that we will add that the “strategic partner”

Human Resource Management DOI: 10.1002/hrm
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HR as a strategic partner

v
Offer aspirations
¢ Channel strategic intent

¢ Create room for managers
to improvise and
experiment

v

Serve as inspiration

¢ Bring autonomous
initiatives to the top

¢ Find ways to gather and
reflect upon dispersed
individual insights

|

Across functions, divisions, and units

FIGURE 4. HR’'s Role as a Strategic Partner

role also includes orchestrating bottom-up
autonomous responses adapting the strategic
intent to local circumstances and conditional
changes.

In contemporary dynamic environments,
the understanding of the essential role of
HRM in responsive-integrative strategy mak-
ing is critical to the future development and
direction of the HR function in organizations.
In this regard, the experiences of Chr. Hansen
suggest the following steps:

1. Create room for an effective integrative
strategy-making process by:

e establishing a centralized forum for
periodic strategy discussions designed
to coordinate and create direction,
leaving room for decentralized initia-
tives to respond to emerging changes;

* encouraging continuous responses to
emerging events that are in line with
an overarching organizational pur-
pose and strategic intent; and

e continualy (or periodically) monitor-
ing experiences with autonomous
initiatives that can modify strategic
insights and inform the periodic strat-
egy discussions.

2. Use HR to integrate strategy-making pro-
cesses.

HR’s support for both centralized and
decentralized strategy making (see Figure 4)

can result in an HR architecture that provides

Human Resource Management DOI: 10.1002/hrm

aspirations for strategic decisions and initia-
tives throughout the organization. It may also
establish clear ways of channeling the strate-
gic intent formulated by top management. In
this regard, HR processes and practices can be
put in place that provide line managers with
opportunities to experiment and improvise
with new business ideas. Furthermore, HR
tools can be used to increase cross-functional
lateral collaboration.

The corporate HR function can also col-
lect insights from new decentralized initia-
tives that might inspire periodic strategy
discussions at the top. The establishment
of HRM processes and practices through
which dispersed individual experiences can
be gathered and reflected upon would allow
the organization to gain new insights from
autonomous initiatives. In addition, the HR
function can work to find ways to help line
managers develop new ideas across functions,
which can then serve as sources of inspiration
for the organization’s periodic, centralized
strategy discussions.

As for Chr. Hansen, on June 3, 2010, the
company was relisted on the NASDAQ OMX
Copenhagen exchange after five years of PAI
private ownership. The successful transition
into a public company was completed before
the formal date of PAI exit. In August 2010,
Frederiksen commented: “Our desire to con-
tinuously strive for improved performance has
helped us create a high-performing culture
throughout the organization. An important
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part of this is the commitment and enthusi-
asm among all employees, and we are very
happy that the employee satisfaction survey
in 2010 showed the highest score ever—
significantly higher than the benchmark.”
In retrospect, two years later, he adds: “We
would have never done it without HR.”

Note

1. PAIl Partners is one of the oldest private equity
firms in Europe, with origins in Paribas Affaires
Industrielles, the historical principal investment
activity of Paribas. Paribas, a pan-European
merchant bank, merged with BNP in 1999.
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