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2 - INTRODUCTION 
2.1 BACKGROUND 

P&H Mining Equipment designs and manufactures reliable and productive electric mining shovels, walking draglines and rotary blasthole drills for the surface mining industry worldwide. These product lines are distributed via the company-owned global distribution organization, P&H MinePro Services, which markets and supports over 30 leading lines of equipment. P&H MinePro Services is the exclusive distributor of P&H mining equipment worldwide (www.phmining.com). P&H Mining Equipment is one of two divisions of the Nasdaq-100 listed Joy Global Inc. The other division is called Joy Mining Machinery. Collectively Joy Global Inc. employs 11200 employees worldwide of which 3200 are P&H Mining Equipment employees. “Through its market-leading businesses – P&H Mining Equipment and Joy Mining Machinery – the Company manufactures and markets original equipment and aftermarket parts and services for both the underground and above-ground mining industries and certain industrial applications. Joy Global's products and related services are used extensively for the mining of coal, copper, iron ore, oil sands, gold and other mineral resources.”(www.joyglobal.com) This divisionalised structure is also applicable to the Southern Africa operation. Joy Global SA (Pty) Ltd. consists of 2 divisions, P&H MinePro Services Southern Africa with 118 employees and Joy Mining Machinery (JMM) with 1463 employees. P&H MinePro Services Southern Africa consists of two entities. Firstly there is P&H MinePro Services Botswana, a registered entity in Botswana, which looks after the diamond mines in the north as well as the south of Botswana. The operation in the north, Orapa and Lethlakane, is a service operation with 9 employees. The southern operation based in Jwaneng, with 26 employees, is responsible for servicing the P&H equipment owned by the customer as well as the administrative duties of both sites. 
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Secondly there is P&H MinePro Services SA (P&H SA), employing 83 employees. P&H SA is a service and distribution entity that services all the open pit mines in South Africa. The management of P&H SA is also functionally responsible for the operations of P&H MinePro Services Botswana. From an organisational structure point of view, P&H SA has a very flat management structure. The diagram below reflects the functional direct reports of the Managing director. 

Lee Paterson General Manager Joyce Mc Cullagh Receptionist 

Japie Cordier Financial Manager 

Ruben Lamprecht Manager - Field Sales and Service Bob Johnston Operations Manager LCM Alwyn van der Merwe Regional Manager - Botswana and Technical Services Steve Joubert Manager - Capital Sales 

Bob Oakes Account Manager Draglines John Bunker LeTourneau Product Manager 
Figure 1 

The Human Resources(HR), Quality control(QC) as well as the Supply Chain functions are provided as a Shared services function, which is driven by JMM. 
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2.2 

PURPOSE 

The purpose of this paper is to critically analyse the need for a formalised and structured succession plan as well as the role of HR in the successful development, implementation and execution of this succession plan. 2.3 APPROACH 

Firstly, an in-depth analysis of the internal as well as the external contextual factors of the organisation that gave rise to this issue as well as the potential impact on the organisation if this critical need is not addressed. Thereafter, based on the analysis, the writer will propose recommendations as well as an outline plan to address the identified inadequacies. Finally, the author will identify and assess the potential benefits as well as the risks associated with the recommendations. 

3 - ANALYSIS 
3.1 Why does P&H SA not have a succession plan and why now is one required?: 

The first discussions regarding succession planning first arose in late 2008 when the General Manager (GM) of P&H SA at that time resigned and joined the opposition. The regional Vice President (VP) then came to the sudden realisation that there was nobody in the current management structure of P&H SA with the correct skills set to step up and fill the position of GM. Shortly thereafter it was also realised that the ex-GM also left a significant hole in the organisation relating to intellectual property that was never transferred to, or shared with the rest of the management team. This brings us back to the management structure as presented in the introduction of this paper, which will be the starting point of this analysis. The current GM, Lee Paterson (55 years old with 31 years of service) was temporarily placed in this position in December of 2008. Lee is originally from South Africa, but relocated to P&H head office, in Milwaukee Wisconsin, 19 years ago. Lee’s knowledge, connections and prior experience in the South African environment was the main drivers for this temporary assignment. One of Lee’s key performance indicators (KPI) for this temporary assignment was to identify and develop the individual that was going to become the next GM. The author of this paper, also the Financial Manager (36 years old with 22 months of service) of P&H SA was the latest addition to the management team. The Financial, Field sales and Services, as well as the Botswana Regional Manager is in a similar age bracket, but both these managers have five years of service with P&H SA. The LeTourneau Product Manager as well as the Operations Manager are past retirement age and currently employed on contract basis. Between these two individuals they have in excess of 80 years of service with P&H SA and more that 100 years of industry experience. The Capital Sales Manager is 51 years old with 18 years of service and the Dragline Account Manager has two years to go to retirement with 18 years of service at JMM and thereafter a further 12 years of service with P&H SA. 5 

From the analysis of the P&H SA management team it is evident that there is no shortage of experience and industry knowledge. The concern however manifest if the 8 individuals that make up the entire management team of P&H SA is categorised as follow:  2 individuals already past retirement age,  1 individual with two years to go until retirement,  2 individuals over the age of 50 and one of them only on temporary assignment basis, and  In excess of 160 years of service between the above mentioned 5 individuals,  3 members of the management team below 40 years of age with only 13 year of service between them. The severity of this issue is further accentuated by the fact that the HR function, under the shared services umbrella, is not a strategic partner of the P&H SA management team, but only delivers related services on an ad hoc basis. As mentioned in the introduction, P&H MinePro Services Southern Africa employs less that 10% of the number of employees employed by JMM and therefore it is reasonable to assume that more than 90% of the available HR resource hours will be spend on JMM related issues. Taking all the above factors into account it is clear that designing and implementing a successful succession strategy never received the consideration it rightfully deserved, and looking at the age variance one would think that the only logical solution would be to recruit talent from outside the company. On the other hand though, one can’t stop to wonder about the impact of not implementing a succession plan on sustainable organisational performance, growth as well as profitability. 3.2 Managing in context – The Framework for Managing People and Performance: 

The above analysed management context is only part of a bigger scope of the contextual factors that drives the need for the successful development, implementation and execution of the succession strategy. Some of the key sections (highlighted in red) of the Managing People and Performance Framework (Adapted from: The HR Value Proposition, Ulrich, 2005) will be utilised to further analyse this critical requirement. 
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3.2.1 

Knowing external business realities: 

To ensure that all the potential contextual factors are analysed the author will make use of the relevant parts of the PESTLIED model and depicted by Long T. Henley Management College, 2006. 3.2.1.1 Political imperatives and their impact: The current political milieu in South Africa characterised by crime and corruption is everything but supportive when it comes to the current war for talent, in more than one way: Firstly, talented young South Africans leave South Africa by the thousands every year to seek employment in foreign countries. The crime and corruption in South Africa is often cited as the most prominent driver for making the decision to leave South Africa. “South Africa has lost 25% of its graduates to the United States alone. Moreover, South Africans account for 9.7% of all international medical graduates practicing in Canada. Out of all the medical graduates produced by the University of Witwatersrand in the last 35 years, more than 45% (or 2,000 physicians), have left the country. South Africa's Bureau of Statistics estimates that between 1 million and 1.6 million people in skilled, professional, and managerial occupations have emigrated since 1994 and that, for every emigrant, 10 unskilled people lose their jobs”(Human Capital Flight: Stratification,Globalization, and the Challenges to Tertiary 
Education in Africa; Benno J. Ndulu; JHEA/RESA Vol. 2, No. 1, 2004, pp. 57–91). 

Secondly, one would think that in a global organisation that employs in excess of 11 000 employees it would be easy to find qualified employees that is willing to apply their trade in South Africa. On the contrary, when the vacant GM position in P&H SA was advertised internally, the only applications received were from employees of Joy Global SA (Pty) Ltd. The impact of these imperatives on the successful development, implementation and execution of the succession strategy is far reaching. Not only does it seem to be impossible to utilise the vast resource base already available to this global organisation, it also becomes difficult to attract local talent due to the mass exodus. 3.2.1.2 Economic imperatives and their impact: The South African economy is a very volatile and developing economy with a significant focus on job creation and Broad Based Black Economic Empowerment (BBBEE). This focus is further emphasised by the mainly unionised labour force as well as an official unemployment rate of 25.3%. The significance of these economic factors is of such importance that the South African Mining Charter imposed stringent requirements to be achieved by all the relevant stakeholders in the mining industry. “The jobless rate increased to 25.3 percent from 25.2 percent in the first quarter, Statistics South Africa said in a report released in Pretoria today. The number of people with work fell by 61,000 to 12.7 million”. 
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In light of the analysis of the management structure it is clear that the effect of these economic imperative are twofold; At a first glance it is obvious that all the current managers in the P&H SA management structure is white males, and against a backdrop of an aggressive drive towards BBBEE and the requirements of the Mining Charter, poses a serious threat to the sustainability of the business. Also, the fact that 2 of the managers is significantly past retirement age and that the acting GM is a non-South African sends out a negative message with regard to job creation, especially towards the younger generation. However, the opportunity does exist to replace these individuals with young talent, either from within the current organisational structure or from outside the organisation. The successful development, implementation and execution of a succession strategy is imperative to ensure that this opportunity is fully utilised. 3.2.1.3 International imperatives and their impact: Being part of a global organisation has some distinct advantages, especially when one considers the significant pool of available talent and skills that one can draw from if and when required. Over the years Joy Global Inc. has build up a significant centralised resource structure. In doing so the best talent is identified and relocated to the USA based operation. These individuals are then developed and utilised globally. “However, flight of human capital in South Africa should not be attributed solely to regional factors. For example the demand for skilled labourers in the UK, US, Canada, New Zealand, and Australia has led to active recruitment programs by those countries in South Africa. These countries accounted for 75% (by volume) of recent skilled emigration with the UK receiving approximately half of annual skilled South African emigration from 1990 to 1996.”(Skilled Labour Migration from Developing Countries) Over the years P&H SA lost a significant amount of talent to the USA based operation, and these individuals, like Lee Paterson, now occupy some of the most senior positions in the organisation. Though this reflects positive of the talent produced in South Africa, the draining effect of these HP practices is palpable when looking at the current management structure. 3.2.2 Serving External and Internal stakeholders: 

Sustainable business development coupled with growth and profitability is the key drivers when servicing the customers and investors. But there are also some significant other external stakeholders that need to be considered. Earlier in this paper we touched on the stakeholders in the political context and the risk that initiatives like BBBEE and job creation poses to the sustainability P&H SA. The internal stakeholders, employees and managers are also sensitive to the current situation. Promotional opportunities are already very limited due to the flat hierarchical structure and keeping contractors employed in senior management positions limits these opportunities even further. Not only does this demotivate performing employees, but it also leaves current managers’ integrity tainted when questioned about these employment practices by subordinates. 
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3.2.3 

Building people resources: 

In section 4.1 of this analysis the author makes the statement that HR is not a strategic partner of the P&H SA management team, and only delivers related services on an ad hoc basis. This raises the question of the extent of HR’s involvement when it comes to building people resources. The diagram below will be utilised to obtain a better understanding of HR’s current position in the organisation. 

Currently HR fits into the left upper corner of the bottom left square of the diagram with minimal focus on strategy and medium focus on control. A major source of friction between the P&H SA management team and HR, functioning under the shared services umbrella is this focus on control. Complicated by the fact that P&H SA reports into P&H Mining Equipment in the USA which have very different HR policies to JMM, HR has always enforced JMM policies on the P&H SA management team. For this reason the line managers have assumed a pivotal role in delivering HR services in the organisation. Some of the distinct advantages of having the line managers assuming these responsibilities are as follow:  Managers are more accountable for their actions.  Line managers are now closer than ever to their direct reports and therefore should be acutely aware of their issues.  Development of line managers in terms of legislative developments. There are also some obvious disadvantages like,  Potential legal exposure if policies are incorrectly applied,  Decisions are made without notifying or consulting HR,  Line managers might apply HR policies inconsistently, that could have significant financial implications under the South African labour legislation. It is apparent from the previous analysis of the current management structure that a significant gap exists in the building of capable and talented people resources. This will only be achieved if HR assumes a more strategic role, illustrate by the two right squares on the above diagram. 9 

4 – RECOMMENDATIONS TO IMPROVE ORGANAISATIONAL PERFORMANCE 
The proposed recommendations to successfully develop, implement and execute this succession plan to ensure long term improved organisational performance will be build around the central theme of “building people resources”. It is clear from the analysis that this central theme is impacted by various internal as well as external factors. What aggravates this is that there is no clear strategy in place to counteract the effects of these impacting factors. 4.1 Linking HR strategy to Business strategy: 

The first critical action that will determine the success of the entire succession plan is to ensure that the current role fulfilled by HR changes from the previously mentioned “Pay and rations role” to a significantly more strategic role. This required change is represented by the red arrow in the diagram below. 

The way to achieve this cultural change would be to ensure that the HR strategy is closely aligned with the organisational strategy. “If HR is to be strategic it is essential that there is a clear “line of sight” between an organisation’s business strategy and its people management policies and practices” (Higgs, 2004) The way to accomplish such a strategic alignment is to firstly pin down the strategic organisational goal and then define the organisational strategies required to ensure that the strategic goal is achieved. Finally, the HR implications of these strategies must be assessed to ensure that proper action plans are developed to drive this entire value chain. The latter diagram reflects the strategic goal as well as related business strategies of P&H SA and how these translate into HR action plans. 
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Strategic Goal 

Operational Strategies 

HR Implications 
Multi-skilled roles Expanded competencies Attitudinal change External partner management 

Action Plans 
Adjusted recruitment profiles Managing change New training requirements Revised/new reward programs Customer service training New reward strategy Third party HR monitoring 

Provide exceptional To become the technical support through preferred supplier remote monitoring of heavy equipment to the Customer service excellence opencast mining industry. Eliminate non-value added work through subcontracting 

The reality is that realising this strategic goal is increasingly becoming more difficult due to the significantly limited and declining long term resource base, as previously analysed, as well as external pressures like BBBEE and foreign talent poaching. It is therefore critical that the P&H SA management team and HR work intimately together to ensure that this transformation is successful, and in doing so ensuring long term improved organisational performance. 4.2 Attracting, retaining and developing the right people: 

When 63% of your current management structure is over 50 years of age, with two of these managers already way past retirement age and one almost there, and the organisation has no defined succession strategy then retaining and developing current human capital becomes a critical HR activity and responsibility. In the current situation is also imminent that talent will have to be attracted in the short term to ensure that the need for human capital is satisfied. Retaining current talent as well as attracting potential new talent is all about understanding what people want from work, and then offering a value proposition that meets the needs of the individual as well as the organisation. The diagram below categorises the significant requirements that employees have. These value propositions might be rated significantly different by potential employees depending on their individual requirements and it is therefore important that HR, through the selection and screening processes, recruitment individuals that fit the value proposition on offer, considering external impacting factors like BBBEE requirements. 
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“Retention will be influenced by a number of factors, including person–organisation fit, fitting the job to the person, realistic job previews and the quality of the working life (Cooper et al, 2003). The concept of job embeddedness may help us to understand why people remain in organisations. It consists of three factors (Mitchell et al, 2001):  links – the connections between a person and other people, groups or organisations  fit – an employee’s perceived compatibility with job, organisation and community  sacrifice – the cost of what people give up if they leave a job.” With these factors that impacts on retention it is important that the P&H SA management team, together with HR embark on a talent identification exercise to ensure that procedures and processes are initiated to retain and develop the current human capital. This will enable HR to identify potential future leaders to be included in the succession plan and to develop specific training to ensure that these individuals reach their full potential. It will also ensure that potential gaps in the current structure are identified where recruitment of human capital will be required. 4.3 Manage Individual performance through a total reward framework: 

It is imperative that individual performance is closely managed and monitored during this transitional phase. Not only is this important for the learning and development of the future leaders of P&H SA but it is equally important for the retired and soon to be retired members of the management team. The following categories must be considered in developing an effective and successful total reward framework that will assure the successful development, implementation and execution of a succession strategy,     Attractive pay - base pay as well as other forms of remuneration like share options, Benefits must be attractive and flexible, Positive work environment, and Learning and development opportunities 

If the total reward strategy is executed effectively it would ensure that the future talent is developed adequately, through mentoring and coaching relationship with the current managers, to ensure the strategic organisational goal is achieved. 

5 – POTENTIAL BENEFITS AND RISKS 
Due to the complexity of the human nature it is always prudent to consider and assess the potential risks and benefits when attempting to implement new processes and procedure that will affect individuals or groups of individuals. The diagram below, a slightly modified version of the SWOT analysis, identifies various potential benefits and risks associated with the recommendations presented in the previous section of this paper. For the purpose of this paper the strengths and weaknesses were intentionally left blank in order to focus on the potential benefits and risks. 
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For ease of reference and discussion the potential benefits and risks were grouped together and will be addressed under the following headings as per the groupings: 1. HR functional related 2. HR policy related 3. Recruitment related 4. Employee related -, and 5. Time and cost constraints 6. Proactive succession plan 5.1 HR functional related benefits and risks: 

The key roles of HR take on a complete new set of dynamics when the functional role of HR changes from providing ad hoc services to becoming a strategic business partner. These new roles, as depicted in the next diagram are by far more of a strategic nature than just being an ad hoc service provider. 
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The benefits of having HR as a strategic partner is endless, considering where HR fits into the current organisation as discussed in the previous analysis – “The pay and rations role” One of the more significant potential benefits of this partnership is the effective management of strategic human resources that should ensure that the organisation builds a sufficient human capital resource base. The lack of the former is the cause of the current configuration of the P&H SA management team. The success of this potential strategic partnership could easily be determined by the use of the following strategic human capital measures: 1. Attraction - Successful recruitment and the elimination of the current gaps in the P&H SA management structure. 2. Development - Increase in skills, expertise and potential. 3. Performance - Achievements, increased outputs and results. 4. Retention – Attrition/turnover rates. The potential risk that exists is the availability of shared HR resources. Taking on this strategic role would require far more effort than the current ad hoc services, and with the current resource base stretched to its limits it is imminent that additional resources would have to be recruited. The potential benefits that could be realised by increasing the current resources should far outweigh the potential cost and therefore should be auctioned. 5.2 HR policy related benefits and risks: 

The differences in HR policies and practices have been a significant source of friction between the P&H SA management team and HR. The fact that HR tries to enforce JMM policies on P&H employees without any consideration for the differences in the policies poses a significant risk to this proposed partnership. 
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The potential benefit lies within the alignment of these policies. This would be the ideal time for HR, in conjunction with the management teams of JMM SA and P&H SA, to develop a single set of HR policies that will support the strategic goals of both divisions. This will not only eliminate the friction between the P&H SA management team and HR, but will also alleviate a significant amount of tension between the lower level employees in both divisions. The reality at the end of the day is that JMM SA and P&H SA is one legal entity with common shareholders and a common strategic goal. Eliminating these frictions and tensions should ultimately have a positive effect on the overall organisational culture. 5.3 Recruitment related benefits and risks: 

The current age deviation of the P&H SA management team creates the perfect opportunity to recruit some new young talent into the organisation. Attracting talented potential employees is a challenge in itself but the potential benefits could be momentous. New ideas, knowledge, different views and ways of thinking together with significant business contacts and connections is only some of the potential benefits that new “blood” could contribute to the current management team. The one significant risk when employing is the risk of employing the wrong individual. The financial implication if this risk could potentially have a dual effect. Firstly, the placement fees charged by reputable employment agents could be as high as 35% of annual package. Secondly, terminating an individual is not only a time consuming exercise but also a costly one. These risks could however be significantly mitigated my developing sound screening and interviewing processes. 5.4 Employee related benefits and risks: 

Developing a total reward framework based on a sound understanding of what people want from work lays the ideal platform for employee and employer to enter into a psychological contract that matches the organisations need and offer to the individuals offer and need. The benefit of these contracts should lead to increased performance and moral as well as increased retention. “Understanding the psychological contract could be seen to signify the interest in the individual as a person rather than as a factor of production. The underlying concept of the psychological contract is that it is the unspoken, unwritten, and often unrecognised, expectations that the two parties have of each other. Many of these expectations may not have been understood until something goes wrong. As in culture, it is founded on shared underlying assumptions and potentially just as powerful”. (Source, Henley University of Reading – Managing People and Performance Course Content) Poaching current and newly developed talent is one of the most significant employee related risks. This concern is intensified in the current market climate where P&H’s biggest competitor, Bucyrus has embarked on a significant market penetration and expansion strategy in Africa. This has resulted in numerous current P&H employees being approached by head hunters on behalf of the opposition. In pursuing this strategy Bucyrus also poached numerous employees from their client base, and in doing so fell into disrepute with these customers. The P&H SA management team should capitalise on this situation. 
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The other potential employee related risk relates to the transfer of knowledge. As depicted in the earlier management analysis, there is a significant amount of human capital, in the form of knowledge, entrapped in the older members of the current management team. The risk exist that these individuals are firstly, not willing to, and secondly, not able to transfer their knowledge to their colleagues. Tools and approaches like mentoring and coaching could be very successful in mitigating this risk, but management should be very aware of the potential consequences of these risks and should therefore manage it closely. 5.5 Time and cost constraints: 

Time and costs are significant constraints if considered against the backdrop of the proposed recommendations. Aligning strategies, attracting and developing talent and implementing a total rewards framework all require significant inputs, both in terms of time and costs. To ensure that these scarce resources are applied effectively, management should always ensure that the potential benefits to be obtained outweigh the costs of the inputs. 5.6 Proactive succession plan: 

One of the most significant benefits that can be achieved through the successful implementation of the recommendations is a proactive succession plan. This all encompassing benefit will ensure that potential talent is identified throughout the organisation and developed to ensure a sustainable pool of human capital. The diagram below represents this achievement through the dependencies of this business goal. It also indicated some measures and techniques that should be utilised to ensure that the performance goal is effectively achieved. Achieving this business goal will in turn contribute significantly in the achievement of the strategic business goal as depicted in the proposed recommendations - To become the preferred supplier of heavy equipment to the opencast mining industry. 
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6 - PERSONAL REFLECTION 
My dealings with HR in the latter part of my career have been a significant source of frustration, to the extent that I have developed a condemning preconception about the roles and responsibilities of HR. My preconception came under close scrutiny when I realised that the cause of my frustration was not necessarily HR as a function but rather my expectation of the HR function. My expectation of the HR function has always been significantly more on the strategic side, managing and developing human capital to engineer competitive advantages, rather than control and day-to-day functional activities. The one big revelation for me was to gain insights into the total rewards framework in conjunction with an understanding of what people actually want from work. Understanding these individual needs provides strategic information that can be utilised to develop a strong corporate employment brand. In turn, this brand will ensure that the organisation retain key individuals as well as attract talented new potential employees. I also realised that a well designed total reward system should be flexible enough to cater for a vast range of needs. This is in strong contrast with my previous believes that all rewards should be consist and that exceptions should not be tolerated. Even though this module deals with the management of people and performance it is quite noticeable that most of the HR activities are executed through applicable processes and systems. So, for HR to be successful there needs to be proper processes and systems in place and on the other hand, processes and systems are only as successful as the individuals that drive the processes and systems. In my mind these two topics are so intensely interrelated that it is critical that the individuals taxed with the design and implementation of a succession plan should have adequate knowledge of both subjects, as well as a thoroughly understanding of the interdependencies that exists. Looking at this topic through the lens of complexity it becomes evidently clear that every individual is a complex adaptive system, and should be acknowledged as such. In my view this is one of the fundamental short falls of P&H and the management team should endeavour to create a learning culture to ensure that future talent is identified and developed. 
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