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HCM Strategies 2010-2020 (Part 4)

This series of articles explains the HCM strategy for small- to mid-sized firms for the years 2010-2020. 

It outlines preparedness strategies for staffing and sourcing and the various IT scenarios for dealing with current and trending business needs. It contains projections of/for the hiring marketplace during this period.

Evolution of the Employee-Employer Contract

There is consistently one reference which most everyone makes reference to as a seminal work, the article, “The Psychological Contract: Managing the Joining-up Process” by John Paul Kotter. In it the author refers to an implicit contract between an individual and the organization which specifies what each expect to give and receive from each other in the relationship” This expectation set is illustrated below, and very much explains that matched set of expectations in all four quadrants is necessary to make the relationship work. This is such an important point and it reminds one of “The Anna Karenina Principle” coined by Jared Diamond in the book “Guns, Germs and Steel” in turn quoting the opening line of Anna Karenina by L. Tolstoy: “Happy families are all alike; every unhappy family is unhappy in its own way.”
By which the author (Tolstoy) means that for a family (or relationship) to work, effort must be made by both parties to keep everything carefully in-line, e.g. all good families work hard and on same principles to keep it that way. But if even one factor goes awry, then it’s very easy to see that relationship gets derailed. The message being that both sides must work towards a mutually acceptable goal.

The Psychological Contract

Noted leadership expert and educator John Paul Kotter explained misaligned expectations in terms of a “psychological contract.” He defined this as “an implicit contract between an individual and the organization which specifies what each expects to give and receive from each other in a relationship.” Matches and mismatches can occur based on the four sets of expectations in this “hidden” contract. When an employee realizes that the employer cannot meet a key expectation in the contract, there is often a feeling of having been betrayed, as if a real contract has been broken in bad faith. This can become the “shock” or turning point that begins the downward cycle toward disengagement and departure. The more clearly an employee understands his or her own expectations, the higher the probability of a match in expectations. Many new employees fresh out of college, however, are only dimly aware of their needs and desires. That problem is compounded when the organization is also not clear about what it expects, which is often the case. The psychological contract changes over time as the expectations of the employee and the organization change. With each change in expectations, open communication serves to keep both parties in alignment, or may lead to a mutual agreement to renegotiate or break the contract. This expectation relationship is show in the following diagram
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Figure 1-1 the psychological contract: two parties, four sets of expectations 
Matching Mutual Expectations

The following practices have been found to significantly raise the probability of new hire success, satisfaction and longer-term retention:

· Conduct realistic job previews with every job candidate. With every potential hire, initiate a frank and open discussion of job activities, performance expectations, immediate work team, working conditions, rules, policies, work culture, management style, the organization’s financial stability or other topics where surprises need to be minimized. If you lose candidates by divulging the truth about the job or workplace, you probably would have lost them anyway shortly after hiring them.
· Hire from a pool of temp-to-hire, adjunct staff, interns and part-time workers. When workers come aboard on a contingency basis, they have a chance to experience the ups and downs of the job firsthand before they and the organization have made the commitment to a full-time relationship.
· Hire from current employee referrals. Current employees tend to realistically describe the job and workplace to those they are referring. They have a vested interest in maintaining the friendship, and they are generally motivated to minimize surprises.

Create Realistic Job Descriptions

· Create a realistic job description with a short list of critical competencies. When a company’s list of “ideal candidate” competencies is too long, it unwittingly narrows its pool of candidates. The company also lays the groundwork for another problem later on — that the new hire will not be able to meet its performance expectations.

· Allow team members to interview candidates. When those who would work with the new hire as teammates are allowed to take part in the interviewing process, the interview often more accurately reflects the needs and competencies of both parties. It also creates greater “buy-in” from team members while sending them the message that their opinions count.

Hire From Within

· Hire from your pool of current employees. When you hire from within, you take less risk of turnover, because the inside candidate is already well versed in the ways and expectations of the organization.

· Create a way for candidates to “sample” on-the-job experience. Many companies have begun using CDROMs that simultaneously test the applicant’s aptitude for the position while also providing a glimpse of onthe-job realities.

· Survey or interview new hires to find out how to minimize new hire surprises in the future. Based on the feedback received from these, you can minimize misunderstandings and head off any potential disillusionment.

1.1 Comp plan design
Let’s start by examining comp plan design(s). Below is a typical overview which explains a concept which we’ll all be seeing more of: Pay-for-performance, the following diagram presents it as a conceptual diagram. It also starts to lay out some of the tangible and intangible factors in a pay package.
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While it isn’t the intention to examine pay packages in depth, everyone should have this picture in mind for performance reviews. It is expected that executive-like responsibility will filter down and similar factors to be considered for performance reviews, more so than today, a/k/a what has the employee done which merits rewarding.

1.2 Comp plan tangibles

http://www.lastingsolutionscoaching.ca/wp-content/uploads/2010/04/5-Low-Cost-High-Return-Rewards.pdf
http://www.biasca.com/archivos/for_downloading/management_surveys/Mgmt_Pay_for_Performance.pdf
Undoubtedly everyone focus on Base (salary) to the point of solely preparing for a job offer on that basis alone. The reasons are that it is the most easily quantifiable and the one that pays the bills. For most high-tech employees it comprises 50-100% of their compensation.

Compensation and Benefits are the tangible rewards that are thought about and are taking the biggest “hit” right now. For the most part, employees understand the need for the changes but as key attraction tools, these programs are still important to market and communicate as part of the Total Rewards offering.
While most employees know what incentive measures they are compensated for, not all employees understand how their base pay is determined. Developing a communication strategy  around your job evaluation system, such as how ranges are developed, how you benchmark against your competition, where levels and titles fit in and why and how employee’s progress through the ranges makes everything transparent and fully supports a performance driven culture.
Although Benefits is a smaller component of the overall cost than compensation, it is growing exponentially in relation to compensation and not typically sustainable in the long run.
Employers have taken this opportunity to critically review their benefit plans, cut and restructure.
Communicating what you have in your plan, various plan options, how to access it and how it can support ongoing health is imperative for ongoing sustainability. People want to be good consumers in all aspects of their lives, so providing the knowledge and clear understanding of all aspects of the benefit programs and the cost drivers in the plan is a critical part of the HR function. This marketing effort takes the focus away from potential cutbacks and gives employees the feeling of contribution.
Given the ongoing stressors in the working world with compounding personal pressures and government downloading, Benefits will continue to have sustainability issues...but it’s truly a golden opportunity to review true costs driving your plan and take a long term, proactive and transparent approach to change and ensure positive reactions and outcomes that translate into better returns for the company and employees.
1.3 Comp plan intangibles

There are the traditional, intangible benefits are, e.g. things like

a. Time-off – Holiday and Vacation

b. Health Plan

c. ESOPs

d. Education

e. Retirement plan benefits

f. Perks

However there are less-know ones that can have great impact, are cost effective, sustainable and fulfill our needs are:

· Career Development

· Recognition

· Coaching

· Wellness-Work/Life

· Communication
http://www.awlp.org/awlp/about/html/aboutus-whatis.html 

On this topic the concept of “Total Rewards” crops up repeatedly. In the future employers will be expected to provide intangible rewards along with traditional compensation and benefit programs. This means supporting employees need for appreciation, respect and demonstrates the company’s commitment to them and their wellbeing. A proactive rewards strategy will have a positive influence on performance and behavior, which influences, retention, company costs, leadership, training and customer satisfaction which ultimately influences profit and shareholder value.  Whether you are looking to enhance your company culture or shift what you have now, initiating and /or marketing the intangible factors of “Total Rewards” make good business sense, especially in these times of economic uncertainty employees will need more time, to feel  respected & valued.

1.4 What the employee expects to provide

Certainly it depends on the role and the level. Based on experience the three employee phases can be reviewed.
For example junior employees have only their education, and little to no experience or maturity; they expect their education to be relevant and have prepared them well. 

Mid-career personnel know they are expected to bring experience and executive personnel know they need to provide guidance and independence of thought to the organization.

Senior career and executive personnel know and expect to be on the line for responsibility and independence of thought.

What changes is the degree to which careers will accelerate. In turn this means more (responsibility and independence of thought, action) are expected sooner and in greater degree. There is less time for learning and gaining experience, the best employees should expect to “hit the ground running”, the best employees will be prepared for it; they’ll be rewarded sooner.

1.5 What the employer expects the employee to provide

Employees know they’re responsible for education, relevant experience and competency of work. A discussion on eHow http://www.ehow.com/facts_5798202_boss-expect-employee_.html 

 nicely discusses these as -

a. Timeliness

b. Maturity

c. Professionalism

d. Flexibility

e. Responsibility

f. Honesty and integrity

Some employers, such as Allstate Insurance Co., have created formal statements outlining what

Employee and employer can expect from each other. They believe employee loyalty improves when the company and employees clearly know what is expected. 

More employers are expected to formalize this/these “employment contract” intangibles. For example here’s one from a large insurance provider to their employees; you can expect more of this all the way down the chain of companies.

From Allstate to the employee:

· Offer work that is meaningful and challenging.

· Promote an environment that encourages open and constructive dialogue.

· Advise the employee of performance through regular feedback.

· Create learning opportunities through education and job assignments.

From the employee to Allstate:

· Perform at levels that significantly increase the company’s ability to outperform the competition.

· Take on assignments critical to meeting business objectives.

· Willingly listen to and act upon feedback.

· Take personal responsibility for each transaction with customers and for fostering their trust.

1.6 Career and Career Path Considerations

I’ve extracted from these articles

http://hubpages.com/hub/Hot-10-Top-20-Career-Choices-for-2010
http://hubpages.com/hub/Top-10-Best-Cities-Young-Adults-2020
Employees are more transient, even at later stages of their career. Nonetheless it benefits both sides by having the employer assist employees - either proactively or reactively. Several measures should be considered, all considered against their ROI

Train employees for their next job. This stands to reason by offering challenges and experience people feel fulfilled. Giving an employee relevant skills and world-class experience definitely goes into the “win” column for keeping them.

Here is a recent (and public) report entitled: “Gartner Says the World of Work Will Witness 10 Changes During the Next 10 Years” (Press Release, August 4, 2010)

http://www.gartner.com/it/page.jsp?id=1416513
“Work will become less routine, characterized by increased volatility, hyper-connectedness, 'swarming' and more,” said Tom Austin, vice president and Gartner fellow. By 2015, 40 percent or more of an organization’s work will be ‘non-routine’, up from 25 percent in 2010. “People will swarm more often and work solo less. They’ll work with others with whom they have few links, and teams will include people outside the control of the organization,” he added. “In addition, simulation, visualisation and unification technologies, working across yottabytes of data per second, will demand an emphasis on new perceptual skills.”

1. De-routinization of Work
The core value that people add is not in the processes that can be automated, but in non-routine processes, uniquely human, analytical or interactive contributions that result in words such as discovery, innovation, teaming, leading, selling and learning. Non-routine skills are those that cannot be automated. For example, the process of selling a life insurance policy to a skeptical buyer cannot be automated, but automation tools can be used to augment the selling process.

2. Work Swarms
Swarming is a work style characterized by a flurry of collective activity by anyone and everyone conceivably available and able to add value. Gartner identifies two phenomena within the collective activity; Teaming (instead of solo performances) will be valued and rewarded more and occur more frequently and a new form of teaming, which Gartner calls swarming, to distinguish it from more historical teaming models, is emerging. 

3. Weak Links
In swarms, if individuals know each other at all, it may be just barely, via weak links. Weak links are the cues people can pick up from people who know the people they have to work with. They are indirect indicators and rely, in part, on the confidence others have in their knowledge of people. Navigating one's own personal, professional and social networks helps people develop and exploit both strong and weak links and that, in turn, will be crucial to surviving and exploiting swarms for business benefit.

4. Working With the Collective
There are informal groups of people, outside the direct control of the organization, who can impact the success or failure of the organization. These informal groups are bound together by a common interest, a fad or a historical accident, as described by Gartner as “the collective.” Smart business executives discern how to live in a business ecosystem they cannot control; one they can only influence. 

5. Work Sketch-Ups
Most non-routine processes will also be highly informal. It is very important that organizations try to capture the criteria used in making decisions but, at least for now, Gartner does not expect most non-routine processes to follow meaningful standard patterns. Over time, it is believed that work patterns for more non-routine work will emerge, justifying a light-handed approach to collecting activity information, but it will take years before a real return on investment for this effort is visible. In the meantime, the process models for most non-routine processes will remain simple "sketch-ups," created on the fly.

6. Spontaneous Work
This property is also implied in Gartner’s description of work swarms. Spontaneity implies more than reactive activity, for example, to the emergence of new patterns. It also contains proactive work such as seeking out new opportunities and creating new designs and models.

7. Simulation and Experimentation
Active engagement with simulated environments (virtual environments), which are similar to technologies depicted in the film Minority Report, will come to replace drilling into cells in spreadsheets. This suggests the use of n-dimensional virtual representations of all different sorts of data. The contents of the simulated environment will be assembled by agent technologies that determine what materials go together based on watching people work with this content. People will interact with the data and actively manipulate various parameters reshaping the world they’re looking at.

8. Pattern Sensitivity
Gartner has published a major line of research on Pattern-Based Strategy. The business world is becoming more volatile, affording people working off of linear models based on past performance far less visibility into the future than ever before. Gartner expects to see a significant growth in the number of organizations that create groups specifically charged with detecting divergent emerging patterns, evaluating those patterns, developing various scenarios for how the disruption might play out and proposing to senior executives new ways of exploiting (or protecting the organization from) the changes to which they are now more sensitive.

9. Hyper-connected
Hyper -connectedness is a property of most organizations, existing within networks of networks, unable to completely control any of them. While key supply chain elements, for example, may be "under contract," there is no guarantee it will perform properly, not even if the supply chain is in-house. Hyper-connectedness will lead to a push for more work to occur in both formal and informal relationships across enterprise boundaries, and that has implications for how people work and how IT supports or augments that work.

10. My Place
The workplace is becoming more and more virtual, with meetings occurring across time zones and organizations and with participants who barely know each other, working on swarms attacking rapidly emerging problems. But the employee will still have a "place" where they work. Many will have neither a company-provided physical office nor a desk, and their work will increasingly happen 24 hours a day, seven days a week. In this work environment, the lines between personal, professional, social and family matters, along with organization subjects, will disappear. Individuals, of course, need to manage the complexity created by overlapping demands, whether from the new world of work or from external (non-work-related) phenomena. Those that cannot manage the underlying "expectation and interrupt overloads" will suffer performance deficits as these overloads force individuals to operate in an over-stimulated (information-overload) state.

2 Projections Based on Existing Companies

2.1 High-Tech SW Startups

The most trendy next new thing in 2020 is the cloud and how it affects and creates opportunities for software startups. This is being experienced directly as demonstrated by the significant increase in access to distributed computing. For about $10/month you can have a 100GB DB and a web server in the cloud. The startup costs for startups have now just dropped dramatically. The barrier for entry for SW startups has dropped to the point where angel funding is becoming more common. The author is experiencing all of this now, one of my companies (mobile app) just got $15K of angel funding to get off the ground, in return for 15% equity share. Looking ahead, this type of activity and prevalence of these scenarios will grow. 

A lot of these micro companies fall below the radar when it comes to HCM concerns. Productivity is actively watched, but we’re largely below the regulatory radar. SaaS distributed HR/HCM software solutions are largely used to manage staffing. For the most part HCM and staffing is seen to be haphazard at best. It is advised that for micro- and pre-funded startups the HCM environment is a mix of various solutions and there is no one-size fits all statement to make. Startups are startups and anything which gets them by for the moment is the norm, especially things outside our central focus, such as HCM concerns.

For startups that are post-funding, series A, B, etc rounds they do have regulatory concerns and employee concerns to be met. For the post-funded group of startups, its easy to predict that they’re first adopters of any HRIS and E-HRM solutions, similar to how accounting is going the way of online solutions. The only clear trends are the same as other IT concerns – it’s becoming a world of cloud, SaaS, and distributed, mobile SW solutions. Any HCM products out there will have to adapt to this new landscape. That’s the only safe prediction that can be made.

2.2 High-Tech Biotech

Alnylam Pharmaceuticals, Inc., a biopharmaceutical company, engages in developing therapeutics based on RNA interference (RNAi). Its development programs include ALN-RSV01, a phase I human clinical trial product for the treatment of respiratory syncytial virus (RSV) infection; ALN-FLU01 for pandemic influenza; and ALN-PCS01 for the treatment of hypercholesterolemia with an RNAi therapeutic. The company was founded in 2002 and is based in Cambridge, Massachusetts. By public estimates it has about 180 employees, largely from it’s Cambridge office. Although it recently announced reductions of 30% due to loss of a large Novartis contract

From discussions with employees they have a mix of roughly 160 FTE, 25 consultant types and 20 contractors, according to their classifications. Of these there are 130 tech/clinical, 10 PM, 30 G&A and 14 execs. All located in Cambridge HQ.

http://www.marketresearch.com/product/display.asp?productid=2043220  (Nov 1, 2008)

According to the report - “The Pharmaceutical Market Outlook to 2018: Key threats and opportunities for Big Pharma and its responses to them”

The pharmaceutical industry must respond to a number of key challenges over the next ten years in order to sustain recent levels of growth. Falling levels of R&D productivity and the exposure of an increasing amount of blockbuster drugs to generic competition as a result of patent expiries are among the most notable concerns for pharma players. Recent strategies have seen a rise in outsourcing and the restructuring of R&D processes, with a movement away from internally driven R&D organizations with Centers of R&D Excellence and Disease Focused R&D Centers. Turbulence in the global economy is also having a significant impact upon the biotech industry, where externally funded companies are particularly vulnerable to investment downturns. 

Some key findings from this report
· Global sales of biotech drugs rose by 12.5% in 2007 to over $75bn, despite the financial challenges faced by the pharma market. However biotech funding has been notably affected, having fallen to half of its 2007 level following investment of only $12bn in 2008 (YTD). 

· Lilly saw the second highest sales growth in 2007 amongst the leading pharma companies, a 13% increase over 2006 revenues. This performance can be largely attributued to the steady sales of Zyprexa ($5bn in 2007), the 6th highest selling drug globally in 2007. 

· Total pharma R&D spend has been increasing by 15% per annum to a total of $70bn in 2007, and is forecast to reach $85bn in 2009. Similarly, biotech R&D spend reached $13bn in 2007. Despite this increased spending, the number of NMEs being approved by the FDA has continued to fall, with only 18 NME approvals in 2007. 

· Pfizer’s Lipitor achieved sales of $13.5bn in 2007, however revenues are forecast to fall below $7bn over the next five years following the loss of patent protection. 

· Global expenditure on CRO services is forecast to reach over $26bn by 2010, accounting for 22% of the pharma budget. Much of this outsourcing will be focused upon Phase III and drug discovery. 

2.3 Medium Sized Consulting Firm

http://blacksgonegeek.org/HiringTrendsConsulting.aspx
IT Hiring Trends Among Consulting and Staffing Firms (2009)

In the area of infrastructure and support, the demand for networking and help desk professionals appears to have the highest demand. According to the government’s Occupational Outlook Handbook, employment of network administrators and engineers is expected to increase much faster than average, as firms will continue to invest heavily in securing computer networks. Since an entire enterprise can rely on the network administrator, these jobs are critical and in much demand. According to an interview of an IT recruiter, Teksystems.com stated that, "by far, the workers most in demand are those who can set up, maintain, and design networks. A typical technical worker with about four years of experience can command a really good salary, benefits, and even a flexible schedule."

2.4 Large Financial Services Firm

Fidelity is actually down-sizing and has been for the last three years. Being in the financial sector they have the advantage of better forecasting of economic trends and preparing for them. At present Fidelity considers itself to have a relatively static workforce. The overall budget amounts discussed internally were on the order of $3B (with a ‘B’) and striving for a 10-15% reduction over the past three years.
At present the Fidelity strategy is to move jobs away from high cost centers, e.g. Boston and towards lower cost-of-living areas such as Raleigh NC, Salt Lake City UT, Merrimack, NH, Smithfield RI, etc. Additionally Fidelity has begun using offshore centers in India, but only for non-sensitive and non-security related work.

Through its employment agency firm – Veritude Fidelity is able to use contractors in order to achieve a workforce size that can be fluid with its needs.
The IT departments are almost equally divided between FTEs and contractors, with very few classified as consultants.

Outlook

Fidelity is striving for a nearly equal mix of FTEs and contractors. It is actively moving jobs to lower cost domestic locales and it it looking to pare its 2008 IT budget by 20% and thereafter just grow it with inflation.

3 Infrastructure Affecting HCM Strategy

http://blogs.gartner.com/jim_holincheck/2009/12/23/predictions-business-applications-with-a-focus-on-hcm-in-2020/
Business Applications (with a focus on HCM) in 2020

Based on the information collected and analyzed, this is where the current trends will imapact business applications by the end of 2019:

· The strongest driver is all things “social”.  Workforce demographics will be such that it will put stresses on the labor supply.  Social technologies will enable access to a greater talent pool at a lower cost than can be imagined today.  Traditional organization structures and boundaries will change by 2019 because of this.  In addition, the notion of which data is owned by whom will become interesting.  Some of the best talent profile data is not in employer HR/Talent Management systems today.  It is in social networking solutions such as Facebook and LinkedIn.  There is inevitable integration and convergence that will happen by 2019.

· One of the MISO will no longer exist as an independent entity if history is a judge.  Consolidation will continue.  At least one new vendor will join the elite enterprise software group. At this point, Salesforce.com would be the favorite, but as a publicly-traded vendor it does not entirely hold its destiny in its own hands (as Oracle’s acquisition of PeopleSoft demonstrated in this decade).  Don’t be surprised if it is a vendor that is not a player in business applications today (for example, Google).

· Vendors that sell perpetual licenses will move to subscription license models to keep the maintenance gravy train rolling (combining license and maintenance fees so customers cannot opt out of maintenance easily and move to third party support providers).  

· SaaS will be the mainstream delivery model.  This is not a hard prediction as most new or funded vendors in the last three to four years are leveraging the SaaS model.  However, it is also predicted that there will be a second $1 billion in revenue SaaS vendor and at least three more SaaS vendors between $500 million and $1 billion in revenue by the end of 2019.

· Alternative business models will emerge as well.  Open source solutions already exist, but the “Freemium” model and ad-based model will likely have an impact on business application business models by the end of the next decade.

· Comprehensive HR BPO, aided by SaaS solutions, hits the plateau of productivity as providers learn how to deliver their services consistently, but margins get squeezed.  Vendors used to providing services on tight margins have the greatest success.

3.1 HRIS

HRIS (HRMS, EHRMS) is the applicability of IT to any and all typical HR functions. It’s changing from two directions, e.g. because of HR need and IT offerings.

http://www.articlesbase.com/human-resources-articles/hris-and-hrms-is-there-a-difference-589186.html
An Analysis of Current HCM Trends, Issues and Future Initiatives 

http://www.hrmreport.com/article/An-Analysis-of-Current-HCM-Trends-Issues-and-Future-Initiatives/ 

Compare HRIS http://www.comparehris.com/ 

An effective HRIS provides information on just about anything the company needs to track and analyze about employees, former employees, and applicants. Your company will need to select a Human Resources Information System and customize it to meet your needs.

With an appropriate HRIS, Human Resources staff enables employees to do their own benefits updates and address changes, thus freeing HR staff for more strategic functions. Additionally, data necessary for employee management, knowledge development, career growth and development, and equal treatment is facilitated. Finally, managers can access the information they need to legally, ethically, and effectively support the success of their reporting employees.

HRIS, HRMS are the encompassing terms used for HR software. Sometimes HRMS is viewed as more comprehensive than HRIS but more commonly they overlap to the degree of being synonymous terms.

3.2 E-HRM

For the most part E-HRM (Electronic Human Resource Management) systems are in place today; by 2016 they will be pervasive and by 2020 they will be the norm. Traditional means cannot offer the benefits and capability to serve distributed teams as E-HRM does. More than other software E-HRM benefits from trends such as mobile, SaaS (Software-As-A-Service), HA (High-Availability), Security awareness, and so on. Today such systems are available and can meet the functional and cost objectives of companies of any size. 


This area doesn’t even need the ten year timeline; all companies should be using these systems today. In practice the conversion is expected to be completed in the next 3-5 years due to drivers such as the organizational need to remain competitive and nimble, as well as any regulatory requirements.

4 Conclusions

Things will change and change faster. Careers will be accelerated, workers become more independent and mobile. Executive like responsibilities and expectations move down the ladder, along with more complex comp plans.

The economy (affects all things, including HR outlooks). Economic projections have become easier in that no one is predicting any wild swings, or large external effects such as another recession or wild growth. For the most part, even the CBO predicts low inflation, and flat to steady growth in the decade ahead. This goes towards things like salary, hiring, capital expenditures. It’s worth having a look at the CBO report since its an independent, reliable source for predictions of economic growth. Summary, table 2 

Salary expectations and projections. No one is predicting a return to the boom times of the late 1990’s. Equally no one is predicting a recession like the past three years. Consensus is for slow, steady growth with inflation adjusted CPI rates of 1.5-1.9% over the next decade. Salaries generally lag, but otherwise move with inflation. Message: reduced expectations in salary growth. Advice: Employees will have to grow their pay package by other means, both getting more from other comp variables and by actively working on their career growth.

Overall, an increasingly independent, fragmented, virtual workforce is expected. An environment more competitive will undoubtedly place stressors on the workforce. More than individuals will be asked to do more and do it more independently.


As relates to HCM, there will be increasingly more objective measures and employees will become more involved in employment as a two-way street. IT products and services such as HRIS and E-HRM will be used more and expected to do more.

5 Salary Projections

The largest, tangible and most visible component of compensation is salary. Always has been, always will be. In an attempt to address this here specific author experience is used from the last five years. The author reports his salary (and bonus and equity) experience; along with what has been paid for offshore rates. From here the next ten years is extrapolated, based on best available inflation predictions.

5.1 Present Day Salary Information (Author Experience)

First refer to recent (2010) reports projecting economic forecast for the next decade.

http://www.cbo.gov/ftpdocs/108xx/doc10871/Summary.shtml
The Budget and Economic Outlook: Fiscal Years 2010 to 2020

http://budget.house.gov/hearings/2010/01.27.2010_Elmendorf_Testimony.pdf
CBO’s Economic Projections for Calendar Years 2009 to 2020

http://www.halfhill.com/inflation.html
Inflation Calculator uses US Govt’s CPI Index

For the most part these tables show comp plan details for a senior level employee, either as an architect, a VP or a CTO. It also shows the variables across different types of companies (software industry) and at different ranges of maturity.


Conclusion

The individual choices seem to be in this range, for a senior level employee in the greater Boston area.

A. Large or mid-sized company, senior management role

a. Total compensation (base + bonus) of around $165K

B. Startup(s)

a. Startup established by someone else, e.g. “A” round. Salary of $90K, no bonus, equity around 10%

b. Startup of which you are a principle, e.g. pre-funded. No salary, equity of 50%, 42.5% after angel funding

As discussed above, for skilled technical personnel the author pays (currently)

A. $65-$70/hr for onshore contract work

B. $22 - $30/hr for offshore India work

C. $35-$40/hr for eastern Europe, Israel based work

Details are as given in tables below

Present Day Salaries by Role

	Period
	Employer
	Role
	Status
	Pay

	2005-2006, 2008
	Fidelity
	Security Architect
	Contractor
	80/hour

	2007
	Fidelity
	Security Architect
	FTE
	$120 base, 30% bonus, benefits

	2008
	Authentrus (startup)
	CTO
	Consultant
	$90K/annum, 10% founders equity

	2008
	Porticus – series D round
	CTO
	Consultant
	$150K/annum, 3% options

	2009
	Digital Reef – series C round
	Enterprise Architect
	Contract – 6 months
	$70/hr

	2009-Present
	Hollison Technologies – series A round
	SW Adviser
	Consultant
	Fixed priced bids $10-100K range

	2010-Present
	Stealth (mobile) – series A round
	Founder
	Founder
	50% equity initial. 42.5% after $15K angel funding

	2008-Present
	eProducts (Enterprise) and mProducts (Mobile)
	Owner
	Consulting
	$100-125/hr based on duration, travel, etc

	
	
	
	
	


Present Day Offshore Rates

	Country
	
	Role
	
	Pay

	India
	Enterprise SW
	PM, Architect
	
	$30/hr

	
	
	Technical
	
	$25/hr

	
	Mobile
	PM, Architect
	
	$25/hr

	
	
	Technical
	
	$20/hr

	
	
	
	
	

	Israel
	Enterprise SW
	PM, Architect
	
	$40/hr

	
	
	Technical
	
	$35/hr

	
	
	
	
	

	Eastern Europe
	Enterprise SW
	PM, Architect
	
	$40/hr

	
	
	Technical
	
	$35/hr


Present Day Salaries By Company Stages

	Country
	Company
	Base
	Bonus
	Equity

	Pre-funding
	Stealth
	0
	0
	50%

	Angel Funded
	Authentrus
	$90K
	0
	10%

	A Round
	Hollison Technologies
	Consultant
	
	

	B Round
	Digital Reef
	Contract
	
	

	C Round
	Porticus, Bowstreet (now IBM), Context Media (now Oracle)
	$130-150K
	10%
	3%

	Revenue Generating
	
	
	
	

	Mature
	Fidelity Investments, Parametric Technology
	$120K
	30%
	0


The last part of this continuing series addresses the following:

Projections based on Existing Companies

· High-Tech SW Startups

· High-Tech Biotech

· Medium Sized Consulting Firm

· Large Financial Services Firm

Infrastructure Affecting HCM Strategy
· HRIS
· E-HRM
Conclusions
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