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Strategic Human Resource
Management
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Learning Objecties &Q>

1 Describe why HRM (human resource management) i rtant to a company’s

performance.
2 List the six primary HRM functions. Q

3 Describe why it is important to align the )—Qﬁhctions in support of common

goals and objectives.

4 Explain why HRM is important fo&zaller as well as larger organizations.
o

5 Explain why HRM is importa%

4
ry manager’s career.
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Real World Challengg

How Culture Reinforces Business Strat@a,t ;atagonla

According to its Chief of Human Resources, outdoor re atagonla s founder, Yvon Chouinard,
wanted to build an “un-company” whose mai oneegn is taking care of employees, customers,
and the planet. Patagonia’s mission is “Build best product, cause no unnecessary harm, use
business to inspire and implement sol @ to the environmental crisis.”! The company wants to
be a steward of planet Earth bec . as its Chief of HR Dean Carter said, “There's no business
if there’s no planet.”? Since 1985, Patagoma has donated over $89 million to grassroots environ-
mental groups and is B Corporation, which is a certification given to employers that
K

he environment in addition to shareholders.?

add value to emp@
Patagoni@ ss strategy is responsibly manufacturing and selling high-quality outdoor
cOMpany wants to leverage its human resources function to help it create and sus-

clothm&
tair@tu that reinforces its business strategy and helps it execute its mission. Imagine that

th of HR asks you for your ideas. After reading this chapter, you should have some good

: stiggestions for him.

Y

This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

Copyright (c)2024 by Sage Publications, Inc.



competitive
advantage

doing something
differently from the
competition that leads
to outperformance and
success

consider this

Because employees
create and implement a
company's competitive
advantage, strategic
HRM is a critical part of
strategic execution.

OO

CHAPTER 1 Strategic Human Resource Management

Effectively managing employees is critical to organizational success. If you disagree, then fire
all of your current employees, replace them with the next people you see, put them on the job
with no training, and pay them a low wage. Few successful managers would accept this chal-
lenge because they know that who they hire and how they motivate and treat their employees
are essential to their performance and survival. A company has a competitive advantage
when it does something differently from its competition that allows it to outperform them and
succeed in its industry.

Competitive advantages can come from a variety of factors, including better technol-
ogy, more innovative products or services, better locations, lower costs, or outStand-
ing customer service, but these advantages don’t happen by themselves. It is ayS\the
organization’s employees who create, implement, or sustain a competitive ‘advantage.
Research has found that acquiring, developing, and retaining the best t @ilable is
essential to firms’ performance and viability, particularly for knowle sed firms.*
As Wade Burgess, VP of Talent Solutions for LinkedIn said, “ N y, what sep-
arated an average company from a great company had been %gy. We’re in the
middle of a transformation. Today, what differentiates an ave&c pany from a great

age company
chnology. We’re
ion. Today, what

company is talent.

“Traditionally, what separated an
from a great company had b
in the middle of a transfo
differentiates an avep@e company from a great

company is talent.%

O Wade Burgess, VP of Talent Solutions for LinkedIn

So how do people ma@uch a difference to an organization’s success? At companies
such as Patagonia, featured in this chapter’s opening Real World Challenge, successful
products and ser«v-'skal’a created and delivered by the company’s talent. Employees at
Activision, A @P Computer, and Nike create, manufacture, and sell new and innova-
tive prod ines. Employees are responsible for creating the supply chains and manu-
facturi s that produce low-cost, high-quality automobiles at Tata Motors and
Hyun@inally, the high-caliber customer service at L.L. Bean, Marriott Hotels, and

pos-“Starts with quality employee-customer interactions. None of these companies
év&d be as successful without the talents and efforts of their employees. By making

Q\ployees more effective at their jobs and the company better at executing its strategy,
u

N

man resource management can create substantial value within an organization if it is
done strategically.®

The first section of this book, The Importance and Context of Human Resource Man-
agement, focuses on the important role the management of human resources plays in
organizations. This chapter gives an overview of how human resource management
(abbreviated HRM throughout the book) influences organizational performance and
business strategy execution, as well as how effective HRM can create a competitive
advantage. The importance of flexibly applying HRM in different organizations and
among different employees (functions, and performance levels) is also discussed. After
reading this chapter, you will understand the role HRM plays in a firm and how it adds
value. Because HRM policies are created by the company but are executed by manag-
ers and supervisors, managers’ roles in executing HRM strategies and policies is also
discussed. After reading this chapter, you will understand the role HRM plays in a firm
and how it adds value.
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CHAPTER 1 Strategic Human Resource Management

What Is HRM?

It is believed that the first HRM department was created as a department called "Per-
sonnel" in 1901 by The National Cash Register Company following a bitter labor strike.
The new department’s role was primarily legal compliance, focusing on record-keeping,
payroll, workplace safety, and employee grievances.” During the Industrial Revolution,
the department evolved to focus on labor relations and union issues. After World War II,
the department's role expanded further to include efficiency improvement and took on
greater responsibility in the areas of recruiting, hiring, training, and performance manage-
ment. Beginning in the 1980s, HRM departments also began managing change, mergers
and acquisitions, employee motivation, and organizational culture. The increased use of
technology and cloud-based HRM systems since the 1980s has enabled the function to
become much more strategic. HRM units are now much less focused on the transactional

or automated) and much more focused on aligning an organization’s business strateg
its talent capabilities. The field of HRM has probably transformed more during th t

operations of the function such as processing paychecks (which are now often outsourcz\%

years than any other functional area of business. Although the HRM departmen never
be a revenue generator for an organization, the return on investment through erfor-
mance, greater organizational capability, and lower turnover derived fro ctive HRM

practices as well as the savings from improved risk management.

Human resource management is the organizational function %:ible for attract-
ing, hiring, developing, rewarding, and retaining talent. HRM nsible for people-
related issues as well as employment-related legal compliance.@tive HRM is critical
to all organizations because it both manages risk and creates the system that acquires,
motivates, manages, develops, and retains the talent th )d&mfhes the organization’s suc-
cess. In higher-performing companies, talent issues
Because employee costs are one of the largest ¢

budget, it is essential to properly manage the Q

ommon focus of top leadership.
ts of an organization’s operating
s a company makes in its people. No
out the acquisition, development, deploy-

organization will maximize its effectiveness
ment, and retention of the right talent.®

HRM is also important to attend t efiployee or as a potential employee. Would you
perform as well or be as satisfied 4 ompany that invests in your development, gives you
clear goals, rewards you for gg6@wpeiformance, and gives you regular feedback about your
performance as you would_i at does not? Most people wouldn’t be able to perform
as well and wouldn’t stay gyong in a company that doesn’t motivate, develop, and fairly
reward them. Compagpfes différ widely in the rewards, training, and development opportuni-
ties they offer to e es. If you value developing your skills and advancing in your field,
it is wise to cho employer with HRM practices that will help you do this.

My goal in g this book is to help you to understand how to effectively use HRM
tools to be a better manager and bring out the excellence in each of your employees. Effec-
tively aging others is as important in marketing and accounting as it is in nursing,
cComp programming, construction, and every other field. I also want you to better
%@ and how to leverage HRM to enhance your personal career success. Understanding
how"HRM policies and practices work can help you better identify a job or an organiza-
tion you will enjoy working in, increase the chances of getting the job you want, and help
you to be a more successful manager once you are there. An organization’s HRM choices
reflect a lot about its values and about what it is like to work there, and the better you
understand HRM policies and choices, the better you’ll be able to find a company that
matches your values and motivations. The Develop Your Skills feature in each chapter will
help you to develop more specific HRM skills by providing a variety of tools and materials
related to different HRM topics. Investing in developing your HRM skills will prepare you
to be a more effective employee and manager.
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human resource
management

the organizational function
responsible for attracting,
hiring, developing, reward-
ing, and retaining talent
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6 CHAPTER 1 Strategic Human Resource Management

table 1.1

How HRM Influences Organizational Performance

What Employees Should Do What Employees Can Do What Employees Will Do

e Planning e Staffing e Compensation
® |aws and Regulations e Training e Performance
Management

—

Effective Work Processes &@
e Strategic Execution
e Positive Work

Environment

e Engaged Employees

v Q)
Competitive Advantage &
dreromzn D
Organizational Performan\

consider this tage, value creation, and organizational per ce through strategic execution, the cre-

Table 1.1 illustrates how HRM affects the C rocesses that lead to competitive advan-

Understanding HRM ation and maintenance of a positive work envirofiment, and engaged employees. This model
and developing HRM also illustrates the flow of this book. N
skills can help you suc- Essentially, HRM influences izational performance through its influence on three
ceed both p.ersonally key areas: (%
and professionally.

1. Influencing what e @should do

2. Influencing what employees can do

3. Influencing waat employees will do
These three force ea‘gi in turn to effective work processes, including a positive work
environmen ged employees, and strategic execution that create a competitive advan-
tage for t @ antization. This competitive advantage then positively influences organiza-
fore

tional@ ance.

t Employees Should Do
E ctors including organizational strategy, the competitive environment, and legal require-

ments all influence what an organization’s employees should do. After establishing a busi-
ness strategy, managers identify the resources, skills, and quantity and quality of talent that
O will be needed to execute it. HR planning is an important HRM activity that involves design-
ing work for optimum efficiency and performance as well as identifying the amount and
types of talents the company will need to execute the business strategy. Because this aligns
the HRM strategy, policies, and activities with the business strategy, it is essential to effective
HRM. If a manager wants to grow the business, wouldn’t it be helpful to know what skills
and competencies employees need to possess and have enough time to develop them before
they are needed? Analyzing work and human resource planning are covered in Chapter 4.
There are also many laws and regulations that affect HRM practices and the employment
relationship. Failure to follow them can be costly both financially and to your organization’s
reputation and future business success. Many of these laws are necessary because of past
employment discrimination in the United States. Diversity, equal employment opportunity,
and relevant employment laws are discussed in greater detail in Chapter 3.

Copyright (c)2024 by Sage Publications, Inc.
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CHAPTER 1 Strategic Human Resource Management

What Employees Can Do

Influencing what employees can do is another way HRM influences organizational out-
comes. By finding, attracting, and hiring the right talent, recruiting and staffing acquire the
motivation and the abilities from which the company can draw. The HRM function of training
and development influences the capabilities of an organization’s employees by developing
employees’ skills to meet changing business needs. Imagine that you are a nurse trying to use
a complex new machine without proper training. Would you expect to perform well? Even if
you had the best intentions, if the company didn’t develop your skills, it’s unlikely that you
would succeed on the job. Chapter 7 will cover training and development in more detail.

Similarly, if you were required to work in an interdependent team, but the company didn’t
attend to teamwork skills in the hiring process, would your team work as effectively as it
would if job candidates were evaluated and hired based in part on their ability to work effec-
tively in teams? Because staffing and development activities are responsible for an organiza-
tion’s talent capabilities, they are the foundation of effective HRM. Even having a gen
incentive plan won’t matter if employees lack the basic ability to get their jobs dongfin
way the organization needs them done. You will learn more about recruiting and staffing in
Chapters 5 and 6.

What Employees Will Do Q

Influencing what employees will do is the third way HRM influence
mance. By setting clear goals aligned with the business strategy, g mployees feedback
on their performance toward those goals, and rewarding them for=good performance, per-
formance management and compensation influence empi%e Qotivation, effort, and per-
sistence. If you were told to give customers high-qualify service but were rewarded for the
average number of customers you help in an hour, %uld you focus on? Because peo-
ple do what they’re rewarded for doing, it is essel at rewards are aligned with desired
behaviors and outcomes. Rewards include ¢ nsation (pay) but also praise, recognition,
time off, or anything valued by the employee.

Compensation issues are often a conttibuting factor in unethical employee behavior. The
bigger the potential reward, the gre temptation for employees to cheat or even break
the law, especially if they are closette’earning the reward. One of the causes of the subprime
mortgage crisis was the large @ 1ve bonuses paid to mortgage brokers and loan officers
for selling loans larger thap’Bortewers were qualified for because they carried higher interest
rates and were more p ofi@g Sometimes people’s jobs are even on the line if they don’t
hit the unrealistic &Iﬂnance targets, putting them in a difficult ethical position. Wells
Fargo fired over 55000 employees in 2016 for opening fake customer accounts to meet the
sales quotas r @ o keep their jobs. Opening these fake accounts never benefitted Wells
Fargo, whi&%money on the dormant accounts, lost customer trust, and lost shareholder
value when the news got out that this happened, and it received large regulatory fines.'?
Thin @ rough possible unintended consequences of different compensation and incen-
ti 1571s clearly a good idea. Chapters 9 and 10 discuss compensation and incentives in
gar detail.

When what employees should do, can do, and will do are aligned in support of each other
and are part of an organization’s goals, work processes are most effective. Positive work
environments help to generate engaged, committed employees who give the organization a
competitive advantage through their increased effort and performance. Imagine what would
happen if Google or Starbucks stopped investing in and rewarding their employees and cre-
ating a positive work environment. Do you think they would be as successful? Probably not.
HRM creates value for an organization in a variety of ways, including reducing HR-related
costs (e.g., turnover and lawsuits), improving customer service, creating stronger client
relationships, and improving the cost and quality of the organization’s products and services.

gafiizational perfor-

Copyright (c)2024 by Sage Publications, Inc.

consider this

Aligning what employ-
ees should do, can

do, and will do makes
work processes most
effective, maximizes
employee motivation
and performance, and
gives the organization a
competitive advantage.
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consider this

By bringing in the talent
with the right ability and
motivation to execute
the organization'’s strat-
egy, staffing provides
the foundation for an
organization's effective-
ness and competitive
advantage.

CHAPTER 1 Strategic Human Resource Management

What Does HRM Do?

In a sentence, HRM creates the system that acquires, motivates, develops, and retains talent
and is a key source of competitive advantage. The core of HRM is designing systems that
maximize the efficiency and effectiveness of an organization’s use of its talent in accom-
plishing organizational goals. As shown in Figure 1.1, the main functions within HRM are
staffing, performance management, training and development, rewards and benefits, health
and safety, and employee-management relations. The role of each of these HRM functions is
described next and each topic will be covered in greater detail in later chapters.

Staffing &@

There are millions of employers in the United States, employing anywhere to tens of
thousands of people. Millions of employees are hired or separated ever aking staff-
ing a multibillion-dollar activity across the country. Staffing is the pra @ lanning, acquir-
ing, deploying, and retaining employees that enables the orgamz n to,meet its talent needs
and execute its business strategy. This process supports the of talent into, through,

and out of the organization in a way that enables it to comp C ssfully in its marketplace.

Because an organization’s people are central to its devel a competitive advantage and
to the execution of its business strategy, strategic recruit nd staffing activities are corner-
stones of organizational effectiveness. If you don’ @ he right people into the organization, no
training or compensation program can make u ese initial talent deficiencies.

Effective staffing supports the organizatio sion and objectives as well as its business
strategy. After the nature and the requirements of the open job are identified, sourcing identifies
potential recruits likely to meet or exéeed théyjob’s minimum personal and technical require-
ments. Recruiting then focuses on %n these people to apply, retaining qualified applicants
in the candidate pool while th uated, and finally on enticing the chosen candidates to

ultimately accept job offers=Once Rired, efforts are made to retain successful employees and

& Staffing

: Performance Health and
Management Safety

Human
Resource
Management
Training and Employee-
Development Management
Relations

Rewards and
Benefits
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CHAPTER 1 Strategic Human Resource Management

Staffing practices can have a tremendous impact on a company’s bottom line. Caribou
Coffee discovered that the most important district manager competency was his or her abil-
ity to effectively staff the store manager position. When a district manager took the time to
find the best replacement for a store manager instead of automatically promoting the shift
supervisor with the most tenure, the results had a strong impact on revenue.!! Recruitment is
discussed in Chapter 5, and selection and hiring are covered in Chapter 6.

Training and Development

Training and development is an important HRM function focused on developing employee
capabilities through both formal and informal activities. The training and development func-
tion is also responsible for career planning, organizational development, and often legal
compliance as well. For example, supervisors must be trained in how to properly conduct

job interviews and terminations in ways consistent with a variety of state and federal law, \t
SE

to hire people able to succeed in the organization’s development programs. Larg e
ments in training and development also might not be the right choice if emplo)%n to
leave the organization before it recoups the cost of training them. For exam IGX etail-
ers have turnover rates approaching 200 percent. It doesn’t make sense@e a lot of
money in employees who are likely to leave before training investments,are uped.

Performance management and rewards must be aligned with traip goals. If you are
not rewarded for using skills on the job that were learned in trainjt d if you are likely to
experience a drop in your productivity while you practice and er those skills, are you
likely to use what you learned in training while on the job? What if you received no feed-
back on how well you were doing or how you could better apply the new skills? Would your
motivation to use what you learned in training be ver ? Clearly, it is important to think
of HRM as a system of different functions that mutually reinforcing while at the
same time supporting the organization’s goal

Any organization’s future success depends onfits next generation of leaders. Unfortunately,
CEO succession planning tends to be anfoverlooked governance risk, and other than for the
executive levels most firms lack succe§ssi plans for their top leaders.'? Because Citigroup’s
directors didn’t start identifying a ble new CEO until after CEO Charles Prince stepped
down, the company was left difectionless at a time when it had already fallen behind rivals
and was facing huge mor ted losses. Google, on the other hand, planned for its
leadership succession and\prepared its next leader for his role. The company announced in
December 2019 that)%y ge and Sergey Brin were stepping down and Sundar Pichai was
taking over as CEQ,of Alphabet and Google; Pichai had already been working closely with
Page since 2014 EO of Google since 2015, and was on Alphabet's board of directors
since July ccession planning and career development activities can help ensure
that an organization has people ready to assume leadership positions as soon as they become
availal a aining and development are discussed in Chapter 7.

I@rmance Management

Performance management involves aligning individual employees’ goals and behaviors
with organizational goals and strategies, appraising and evaluating past and current behav-
iors and performance, and providing suggestions for improvement. Staffing influences the
effectiveness of a performance management system by providing the raw talent that the
system will manage. Even the best performance management system cannot replace impor-
tant capabilities that employees must have to do their jobs well. Similarly, development
programs are necessary to improve the skills identified in the performance management
process. It doesn’t do much good to let an employee know that she needs to improve her
leadership skills if no opportunities for improving them are made available. Organizations

Because training is often expensive, it can be a huge waste of resources if a compan:
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consider this

Training is essential for
preparing employees to
both be and stay effec-
tive in their jobs and

to eventually become
organizational leaders.
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consider this

Specific goals and
frequent feedback are
important to perfor-
mance because they tell
employees what they
should be trying to do
and whether or not they
are doing it.

consider this

The value of a com-
pany'’s total rewards
package is more impor-
tant to consider than
just salary in evaluating
the full economic value
of an employment
opportunity.

total rewards
the sum of all of the

rewards employees receive
in exchange for their time,

efforts, and performance

direct financial
compensation
compensation received
in the form of salary,

CHAPTER 1 Strategic Human Resource Management

also frequently tie compensation to performance management ratings. How would you
feel if your bonus was determined by a supervisor’s biased evaluation of skills and behav-
iors that weren’t really related to your job performance? I know that this type of system
wouldn’t do much to motivate me!

Without performance goals, employees do not know what aspects of their jobs to focus on
or what performance level is expected of them. As a result, they will tend to underperform,
and some will quit or need to be replaced, potentially bogging down the staffing system.
Without feedback, employees cannot adjust their behavior when necessary to reach their
goals. Even if highly talented employees are hired, they can’t perform at their best e
get no feedback or inaccurate performance feedback. If they perceive the feedb& Ne
been given about their performance is unfair, they will not be motivated to couatribute as
much as they could. Performance feedback is also important to maintainin @oehavior
and communicating organizational expectations. You will learn more erformance

management in Chapter 8. Q\

Rewards and Benefits &

Compensation and benefits perceived as both adequate anc&ﬂ le that reward employees
for their contributions to organizational goal attainme portant to employee motiva-
tion, performance, and retention. As shown in Figure I° tal rewards refers to the sum

of all of the rewards employees receive in excha for their time, efforts, and performance.
Total rewards are comprised of:

¢ Direct financial compensation: ComQ:ltion received in the form of salary,
wages, commissions, stock options, or.k)onuses

¢ Indirect financial compensation (benefits): Any and all financial rewards not con-
sidered direct financial comp ion, including health insurance, wellness benefits,
paid vacations, and free @

¢ Nonfinancial co sation: Rewards and incentives given to employees that are not
financial in nature, in€luding intrinsic rewards received from the job itself or from the
physical or ps&holggical work environment (e.g., feeling successful or appreciated)

When eval g an employer’s job offer, it is important to consider the total rewards
package, nptgustthe salary level. When the value of other rewards including retirement con-
tributions, &i uing training and development, health and dental care, wellness programs,

@re 1.2

wages, commissions, st c@tal Rewards
options, or bonuses

indirect finangial

compensati

all the tangikl inan-
cially val@ dwards that
are not includéd in direct

compensation, including
free meals, vacation time,
and health insurance

nonfinancial
compensation

rewards and incentives
given to employees that
are not financial in nature
including intrinsic rewards
received from the job
itself or from the work
environment

Direct Financial
Compensation

Indirect
Financial

Nonfinancial .
Compensation

Compensation
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CHAPTER 1 Strategic Human Resource Management 11

vacation time, and bonus programs are considered, a lower salaried job might be worth
much more than one with a higher base salary.
The level of pay and total rewards an organization is willing and able to invest in employ-
ees can both determine and be determined by its ability to hire people with the necessary
qualifications. If an organization is willing to pay premium wages, then its staffing effort
can focus on identifying and attracting the most qualified candidates. If an organization
would like to pay lower wages but is unable to hire the candidates it would like at its pre-
ferred salary levels, it may be forced to raise its salaries to be competitive in the labor market
or make investments in training and development. @
The success of incentive pay programs that reward employees for individual, group, or &
organizational performance is influenced by performance management systems. Clear and
accurate performance feedback lets employees know how they are performing. Also, the per- 0
formance-enhancing potential of reward and incentive programs will not be fully leveraged @
if employees’ skills are lacking. Performance incentives are only effective if the individ
have the potential to perform well in the first place. Staffing and training must there Q‘
aligned with the behaviors and performance motivated by the incentive pay programs.
It should also be noted that paying top dollar to hire the highest quality candi is not
always the best strategy if the company doesn’t really need top talent to m ds. In
other words, sometimes the greater productivity of the most talented appli ils to offset
needvin MBA? On
atler Costco relies
ployees to give it a
competitive advantage. Although Costco pays its employees twice'the/market rate and higher
than its closest competitor, Sam’s Club, Costco’s lower m/e and higher employee pro-
ductivity results in similar financial returns on its labogeosts¥ Its experienced and engaged
employees, in turn, lead to a higher quality customer %ce and a competitive advantage.
Ql‘

Direct financial compensation is discussed in D , incentives and bonuses are dis-
cussed in Chapter 10, and nonfinancial beneer disCussed in Chapter 11.

Health and Safety 4 )

Workplace health and safety incl@ topics ranging from wellness, fire and food safety,
ergonomics, injury managemm ter preparedness, industrial hygiene, and even bully-
ing and workplace violences lace accidents such as the lowa pipeline leak of nearly
140,000 gallons of diesel\fuel}in 2017" and workplace
violence incidents % make headlines. Workplace
safety involves pretectihg employees from work-related
toxins, accide, t injuries. Workplace health refers
phySical and mental health. Reduced job
stability and ‘increased workload demands can increase
stress rease employees’ risk for physical and men-
t &ss? Recent data shows almost half of U.S. work
si all sizes offer some type of wellness or health
promotion program, including exercise, stop-smoking
classes, and stress management.16

A healthy and safe work environment is not only ethi-
cal, but it benefits organizations by increasing employee -
productivity, lowering health care and workers’ compen- Employees’ work environments can be dangerous. It
sation insurance premiums, and decreasing health-related 1S important to protect employees from work-related
lost work time. Societal pressures for healthy and safe toxins as well as from accidents and injuries. Providing

. . appropriate clothing and equipment, training employees
work environments have led to federal and state legisla- . "p s properly use them, and then holding them

tion covering many aspects of health and safety. Creating a  accountable for following the organization’s safety rules all
healthy work environment is discussed in Chapter 12. help keep employees healthy and safe.
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consider this

Improving employees’
health and safety is
ethical, helps improve
employees’ quality of
life, improves organiza-
tional performance, and
decreases costs.

consider this

Maintaining positive
employee-management
relations is important
for both unionized

and nonunionized
companies because it
improves communica-
tion, problem solving,
and performance.

consider this

Organizations of all
sizes can use HRM
to improve their
performance.

O tegic objectives of providing world-class analytics software and customer service, the

CHAPTER 1 Strategic Human Resource Management

Employee-Management Relations

At its core, employee-management relations reflect societal beliefs about the relationship
between employees and the capital owners of the organization. Employee-management
relations ultimately determine the employment rights of both employers and employ-
ees. Labor participation programs, employee surveys, and other tools are used in manag-
ing employee-management relations. Positive employee-management relations improves
communication, problem solving, and performance in both unionized and nonunionized
organizations.

The field of employment relations (or industrial relations) focuses on Z
employment situations. By law, if employees want a union to represent the n the
company must recognize the union and bargain with it in good faith. Th any and

nditions

ublic sector
oyees were union
for years, but they
nd their influence on
relations is discussed in

the union negotiate collective bargaining agreements that cover the ter
of the employment relationship. In 2019, 33.6 percent of workers i %
belonged to a union, whereas only 6.2 percent of private sector.
members.!” Labor unions and unionization rates have been dedlini
are still common enough that it is important to know abo e
the practice of HRM. Creating positive employee-mana c‘e%

Chapter 13. Q
Alignment of the HR Functions

As the numerous examples above illustrate,@(i functional areas’ goals conflict, then
influencing employee behaviors and organiza 1 goals in desired ways will be much more
difficult. Each of the functional area)%HRM must be consistent in what they reinforce,
and care must be taken to ensure that they do not undermine each other.'® Each chapter of
this book contains a Strategic Im ature that provides a deeper look into how an orga-
nization effectively utilizes execute their business strategy. This chapter’s Strategic
Impact feature discusses Q aker Mattel aligned its HRM strategy.

Q Strategic" Impact
Stra HRM Alignment at SAS

Pri@ held data analytics software leader SAS has customers in 146 countries
ouftd’the world.!® CEO Jim Goodnight “believes that his most valuable resource
ives out the gate each evening and returns the next morning.”?° To support its stra-

company adheres to its motto of “Happy employees. Great work. No coincidence.”?!

The company is committed to creating a best-in-class workplace culture and has
adopted HR policies and practices that support a culture of trust, enable employees to
lead balanced lives, and encourage employees’ innovation and collaboration. SAS’s
performance management system gives employees autonomy and measures perfor-
mance based on results.?? In addition to unlimited sick days, compressed work weeks,
on-site medical care, and college tuition reimbursement, the company involves even
its interns in work on substantive problems.?*

Because the field of analytics thrives on diverse ideas and data, SAS is also com-
mitted to supporting all employees by fostering career development programs that
support minorities and using data and technology to reduce bias and recruit qualified
candidates.?* The company enjoys low turnover and has been listed on the Fortune
100 best companies to work for 22 years.?
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CHAPTER 1 Strategic Human Resource Management

“[Our] most valuable resource drives out the gate each
evening and returns the next morning.”

—SAS CEO Jim Goodnight"’

We now turn our attention to better understanding how HRM influences organizational
performance.

How Does HRM Influence Organizational
Performance?

H

organizational performance by either improving efficiency or contributing to revenue growth. y lowering the

13

R n
a fitm's performance by
Human resource management policies and practices add value to organizations and influence % ® reduee fdks
nte

Because strategic interest in HRM is relatively new, it is a source of competitive advantage, interest rate it has to

many firms have yet to fully leverage. As shown in Table 1.2, effective HRM systems inCre

the organization’s ability to meet its goals, enhance the organization’s ability to gro d man-

age change, and increase employee engagement, effort, and performance. %
Workforce issues can impact a company’s revenue and earnings.

resources strategically helps organizations manage four primary types of r1

1. Strategic risk: HRM initiatives can affect business strategy. Th%’y.iatives may
include the overall talent strategy, company culture, ethics, ents in people,
and the implementation of change initiatives. @

2. Operational risk: These risks can influence an organiZation’s ability to execute its
business strategy. HRM affects the speed and the effe iveness of talent acquisition
as well as the development of employees’ skills e identification and retention
of top performers. These and other HRM a an directly influence the
organization’s success or failure.

3. Financial risk: HRM performance afféefs the organization’s workforce costs
and productivity directly throu;xmpe sation, benefits, turnover, overtime, and

uman

time-to-hire and indirectly thr erfors, accidents, delays, and lost production.
4. Compliance risk: Every em ent-related decision can have legal ramifications,
particularly in the areas ofd ity, health and safety, union relations, whistleblowers,
and harassment. SE ons mandate the board of directors’ responsibility for
table 1.2

What Effective H@ﬁms Do
® |mprove ational efficiency.
e ContribUte to revenue growth.

o @ se employees’ understanding of their responsibilities and how they relate to the
gafiization's mission, business strategy, and goals.

evelop and enhance employee capabilities and talents to enable strategic execution
and goal attainment.

e Equitably link rewards to responsibility level and performance.

¢ Promote the efficient and effective utilization of employees’ skills and knowledge.
* Increase employee engagement, effort, and performance.

¢ Increase the organization’s ability to manage change.

e Decrease an organization’s legal liability through risk management and compliance
with employment laws.
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CHAPTER 1 Strategic Human Resource Management

oversight of risk management policies. Boards must make known any material risks
with the potential to affect company earnings. Because the acquisition, retention, and
performance of talent have the potential to affect company earnings, it is essential that
organizations identify and manage these risks through effective HRM.

HRM practices also influence the interest rate a company must pay to borrow money.
Moody’s is an internationally known corporate bond rating service whose bond rating can
dramatically impact a company’s cost of credit. After making a direct connection between
companies’ financial performance and their success in the areas of recruiting, retemtion,
leadership development, and training, these types of HRM factors now influence A7
bond ratings and subsequent corporate interest rates.”®

Consulting firm Watson Wyatt found that good people practices can increa@wpany’s

value by as much as 30 percent. Russell Investments reports that firms tune 100
Best Companies to Work For list outperform the S&P 500 and the Rus by as much
as 10 percent.”’ Finding and keeping talent is often named as one o 19gest obstacles to

achieving the growth global companies are hoping to achieve.*

The most effective HRM systems are based on solid researehy identifying and implement-
ing best practices, and aligning the HRM system with orgagizational goals and environmen-
tal realities. HRM strategies have the biggest influence 1zational performance when
they are aligned not only with the business strategy but each other. The role of HRM in
business is discussed in greater detail in Chapter, ’

Understanding how to implement various HRMpractices to match different situations is
essential to maximizing organizational effe ess. No matter what the challenge, there
are HRM tools that will help. The HR Flexibility feature in each chapter will help you
to recognize how to best apply HR policiesyand tools in different ways depending on the
situation. This chapter’s HR Fle@ ature describes HRM in smaller organizations.

A

) HR Flex@@

Human Rks@urce Management in Small
Org tions

Sm with fewer than 500 workers make up more than 99 percent of the
busines§ establishments that exist, employing nearly 50 percent of the total work-
orce.® However, small organizations often lack the budget for a dedicated human

ource management function. Unfortunately, managers in small organizations often

O lack training in HRM and do not recognize generally accepted HRM practices as nec-

essary for improving productivity.*> This lack of understanding of HRM issues and
their importance in the operation of a successful business has negatively impacted
many small firms. Inadequate and inefficient management of human resources often
result in low productivity and high employee dissatisfaction and turnover.>® At least
one study has found HRM practices to be the leading cause of small firms’ failures,**
and numerous studies have indicated that recruitment and training are two of the most
important management problems facing small businesses.*

Even small organizations can effectively use HRM to improve their performance.
Organizations of all sizes share a need to identify and hire the right people, motivate them
to perform their best, develop their skills, and retain them. Investing in HRM improves
productivity and profitability of smaller as well as larger organizations.*® Although HRM
practices obviously increase a company’s talent-related costs, they should be seen as an
investment in the company’s performance rather than solely as an expense.
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The Role of HRM in Executing Business Strategy

A company’s business strategy defines how the firm will compete in its marketplace. business strategy
A business strategy should reflect what the organization’s customers want, what the firm defines how the firm will
wants, and what the firm can cost-effectively deliver. Business strategies are likely to dif- compete in its marketplace
fer across business units in a diversified corporation. Frito-Lay, Johnson & Johnson, and
Colgate-Palmolive take different strategic approaches to ensure the success of their various busi-
ness lines.

Developing a business strategy involves making choices about which products and ser-
vices to offer and which strategies to pursue to gain a competitive advantage. Both choices &
depend on a company’s competitive capabilities, strengths, and weaknesses. In other words,
for a company to execute its business strategy, not only must its HRM policies and practices 0
fit with its strategy, but its business strategy must also align with the competitive environ- @
ment and the immediate business conditions.’’ \

Business strategies are created to leverage the firm’s resources and capabilities in
that result in superior value creation compared to their competitors. Competitive a@l
results from the ability to leverage resources and capabilities that derive in p%m its
talent. How a company positions itself to compete in the marketplace determlx com-
petitive advantage it needs to create and the HRM strategies it needs to acquire,
develop, motivate, and retain the appropriate talent.

An organization’s talent philosophy is a system of beliefs ah@mw its employees  talent philosophy

should be treated, including: O a system of beliefs about
how its employees should

¢ The value placed on diversity be treated
e Ethics x N
* Whether the firm would like employees to stay %h ited time or for their entire

careers
* Whether employees are viewed as assets to naged or as investors choosing
where to allocate their time and effort Q

Typically shaped by company founders, the talent philosophy reflects how an orga-
nization thinks about its employee r efample, some organizations view employees
as partners and important stake rs il the company, whereas others view employees
as easily replaceable. Some fj an to develop and retain employees for their entire
careers, whereas others e o@ more frequent employee “churn” to reduce training
costs, and some firms place a higher value on treating employees ethically and fairly than
do other companies.

A company’s b@s strategy can also influence how a company interacts with its
employees, whi n affects how it decides to manage the movement of people into,
through, and o e company. Reflecting this, Goldman Sachs states, “Our people are
our greatest'asset—we say it often and with good reason. It is only with the determina-
tion a dication of our people that we can serve our clients, generate long-term value
fo @reholders and contribute to the broader public. At the crux of our effort is a
f@n cultivating and sustaining a diverse work environment and workforce, which is
criti€al to meeting the unique needs of our diverse client base and the communities in
which we operate.”®

A firm’s human resource strategy links the entire human resource function with the human resource
firm’s business strategy. Strategic human resource management aligns a company’s values ~Strategy

. . . . links the entire human

and goals with the behaviors, values, and goals of employees and influences the strategies of .\ ¢ cion with the
each of the firm’s human resource functions, including staffing, performance management, firm's business strategy
training and development, and compensation. The alignment of these separate functions
creates an integrated human resource management system supporting the execution of the
business strategy, guided by the talent philosophy of the organization.*
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Global Issues

Effective HRM requires flexibility in matching HRM practices to the business strategy,
internal and external labor market, and an appreciation that people’s expectations and val-
ues differ around the world. The more an organization is able to tailor its HRM efforts to
the different values and needs of its employees around the world, the more effectively it
will attract, hire, motivate, and retain the talent it needs. Kevin Martin, the Chief Research
Officer of human capital research and data firm Institute for Corporate Productivity believes
that the business case to develop leaders with global competencies is very clear. “B SS
skills and acumen remain critical but are now table stakes. It’s the ability to infl a
drive collaboration across cultures, boundaries, and borders that has the great &bl ity
on global leadership effectiveness and can make the biggest difference.”*’

A global mindset is a set of individual attributes that enable you ce indi-
viduals, groups, and organizations from diverse socio/cultural/inst systems.*!
Because global mindset is learned, experiences can influence it i ‘e' ositive or negative
manner.*? Every year, the financial services giant HSBC sends{promising new hires and
managers into long-term international business experience build a cohort of interna-
tional officers. To make a career at HSBC, managers %form these international
missions in Western countries as well as in Saudi ia,\Indonesia, and Mexico. This
enables HSBC to develop a continuous supply of ;@y competent managers. Other
multinationals pursue similar approaches to e them to transfer expertise and know-

how around the globe.*?

Although good pay and interesting work@-‘otivating to most people,** people from
different cultures have different traditions, are often motivated by different things, and com-
municate in different ways.*> For ex&, seme cultures communicate directly, and others
are more reserved. Some cultures%h gh value on family life, whereas others stress the
importance of work. As Kofi/Anp ormer Secretary-General of the United Nations put
it, “Tolerance, intercultura @ e, and respect for diversity are more essential than ever
in a world where people becoming more and more closely interconnected.””*® Motivat-
ing employees in a multinatienal organization can be particularly challenging, and it requires
some degree of ﬂa&&ht}\

“Tt ce, intercultural dialogue and respect for

C’za ity are more essential than ever in a world
& ere peoples are becoming more and more closely
interconnected.”

—Kofi Annan, former Secretary-General of the United Nations

The effectiveness of HRM policies and practices is influenced by the role expectations,
norms, and traditions in that society.*’ For example, countries including the United States,
Sweden, and Germany have small variation in the distribution of power across supervisors
and employees, whereas others such as Japan and Mexico have a large power difference.
Research has found that managers in paternalistic and high power-distance cultures tend not
to provide job enrichment and empowerment to employees.*® If supervisors feel that large
power differences are legitimate and appropriate, they may be uncomfortable implementing
HRM policies promoting employee development and autonomy.

Each chapter in this book contains a Global Issues feature that highlights how HRM practices
are affected by globalization, culture differences, or other global issues and how the practice of
HRM differs across countries and cultures. This is not only important when doing business
internationally, but it can also explain how employees from different cultures react differently
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@ Global Issues
Managing Global Volunteers

Managing talent in for-profit organizations can be challenging enough. The chal-
lenges are further increased in not-for-profit organizations and nongovernmental
organizations (NGOs), including global humanitarian and relief organizations. In
these types of organizations, some of the employees are volunteers or unpaid staff
who work in non-native countries. There are no reward systems and managers have
no ability to use financial incentives to motivate volunteer performance. In addition,
nonproductive volunteers may linger in the organization, diverting resources and

One of the key challenges in managing global NGOs is managing diversity and

other workers from accomplishing the organization’s mission.* @

conflict. Language and cultural barriers exist, as well as differences in work styles

and priorities. Another key challenge in any NGO is assigning volunteers to rolevﬁa

t
they are motivated to do and that they are capable of doing well. Because so 0
volunteers’ motivation comes from intangible rather than from tangible rew@n—
agers must meet the needs of each individual volunteer. Flexibility in ing and
rewarding the performance of each volunteer, clear goal setting and traint the

d.appreciation
are important in meeting these needs. The California State Raj
each paid supervisor 200 thank you cards at the beginning of the ygar that must all be
used to thank volunteers by the end of the year.”® These gechniques are also effective
in managing paid employees but are particularly cr%&erﬁmanaging volunteers.

to different HRM practices. This chapter’s Gl@ssues feature discusses issues that can arise
when managing global volunteers.

4
Gaining a Competitive @tage Through HRM

All organizations can benefit fi cffective HRM. Imagine the difference between a com-

pany with skilled, motivat aployees with clear goals aligned with the business strategy

and one with unhappy e@es who lack the ability to do their jobs safely and well, and

who are unclear ab%at ey need to do. As NASCAR Senior Vice President and CMO

Steve Phelps saysg=lt ends up being about people. . . . Give them the opportunity to be excel-
s an important part of the whole.”!

lent. Each individ
= e$s up being about people. . .. Give them the
: ortunity to be excellent. Each individual is an

important part of the whole.”

—Steve Phelps, NASCAR Senior Vice President and CMO

According to business strategy expert Michael Porter, to have a competitive advan-
tage, a company must ultimately be able to give customers superior value for their money
(a combination of quality, service, and acceptable price). This could be due to provid-
ing either a better product that is worth a premium price or a good product at a lower
price.’? Different competitive advantages require different approaches to HRM. Opera-
tionally excellent organizations operate with tight margins and rely more on teamwork
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than individual performance. They are typically not able to provide high pay or benefits,
and they need to attract and retain employees willing to follow consistent procedures and
control costs.

A competitive advantage based on product innovation requires employees to continually
develop new products and services to create an advantage in the market. This strategy is
common in technology and pharmaceutical companies. Apple, Nintendo, and 3M are good
examples of organizations whose competitive advantage is based on product innovation. To
protect their entrepreneurial environment, HRM must develop and reinforce an innovative
culture. Instead of hiring based only on candidates’ related job experience, it is imporfant to
assess whether a candidate can work cooperatively in teams and whether she or h& 1-
cal and creative.”> HRM in innovative companies also motivates employees to‘persist and

overcome challenges.>*

A competitive advantage based on delivering unique and customiz @mcts or ser-
vices requires tailoring the company’s offerings to meet the dema ferent market
niches. Employees must be able and willing to combine detail edge about their
customers with operational flexibility so they can respond qui to almost any customer
need, from customizing a product to fulfilling special reque nsulting, retail, and bank-

ing organizations often adopt this approach.

Starbucks is able to command a high price for af coffee because it focuses on
customer relationships. Imagine if Starbucks redueed itSNRM investment, cut back on its
employee benefits, and began to hire cheaper laQ‘Nuding people who don’t enjoy inter-
acting with customers. Starbucks’ competiti % tage would quickly erode, and its per-
formance would suffer. Starbucks would havettesfeduce its prices to keep customers coming
back, which would further hurt profit;%)elg‘t is often considered to be the most critical ele-
ment in building a customer-oriented company.>® Hiring active learners with good customer
relations skills and emotional resili€nce under pressure helps to ensure that an organization
continually enhances its abili @ efiver on promises to customers.>®

Pursuing a growth str: eqlires the development of current talent and the acquisition
of additional talent. For eXample, growth-oriented chains such as Chipotle Mexican Grill
and Panera Bread typically open new stores that require additional management, employees,
and even produ 'bu%on staff. The success of a growth strategy depends on the firm’s
ability to fin retain the right number and types of employees to sustain its intended
growth. an be organic, happening as the organization expands from within by
openi < tories or stores. If it is, it requires an investment in recruiting, selecting, and
traini:@ right people to expand the company’s operations. Firms can also pursue growth

ategies through mergers and acquisitions. Mergers and acquisitions have been a common

ay©or organizations to achieve growth, expand internationally, and respond to industry

regulation. In addition to expanding the organization’s business, mergers and acquisitions
can also be a way for an organization to acquire the quality and amount of talent it needs to
execute its business strategy.

It is important to consider the match between the two organizations’ cultures, values,
and organizational structures when using mergers and acquisitions as a way to implement a
growth strategy. Mismatches between merged or acquired organizations can result in under-
performance and the loss of talented employees. Mergers and acquisitions often fail because
of culture issues rather than technical or financial issues.’’ The failed DaimlerChrysler, HP
and Compaq, and AOL-Time Warner mergers are just a few prominent examples.

Retaining high-performing employees and keeping employees engaged helps to cre-
ate and maintain any type of competitive advantage. Southwest Airlines’ high employee
engagement and fun culture contribute to low employee turnover, great customer service,
and high company performance.’® Software provider SAS created an award-winning work
environment that makes the company a challenging, employee-friendly, and fun place to
work. A casual dress code, training and career advancement opportunities, fitness center,
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flexible work schedule, and excellent health benefits help to keep SAS’s turnover rate low
and its employees productive.’® Managing employee engagement and turnover is discussed
in greater detail in Chapter 14.

Who is Responsible for HRM?

Although larger organizations often have an organized HRM department, many smaller orga-
nizations do not. Some of the more administrative HRM tasks, including benefits management

and payroll, are increasingly being outsourced for cost savings to allow the HRM function to @
focus on more strategic business issues. Technology is also making it easier for organizations to &
require supervising managers to perform more HRM activities, thus increasing the effectiveness 0

and efficiency of various HRM activities. From global positioning systems to cloud computing,
technology has influenced the way firms conduct business. Human resource management ha @
also been influenced by technology. Technology can be a training aid, a feedback and co 5\
cation system such as instant messaging or e-mail, or a tool for sourcing and recruiting m 1

employees. Automated performance feedback, career portals, and online benefits and,wellness . .
consider this

management systems are just a few modern HRM tools made possible by technol ways

technology is being used by organizations to execute various HRM activities tedin  Many different types of

this book, along with tips on how to use technology in HRM most effectively. employees share the
HRM activities are performed by HRM professionals, managers, iffdividtl employees, ~ 1RM responsibilities

. ith HRM fessionals.
tions. Let’s take Rroiessionass

beginning with HRM

shared service centers, outside vendors, and professional employe
a look at the various functions and roles that are responsible for
professionals.

HRM Professionals %

HRM professionals are not the organization’s poli 1r
role, along with the HRM function, is to align t@ i

losophy and HRM strategy with the business stfategy and
company values, develop supervisors’ skill§ in managing and
using HRM effectively, and serve as at mkfo;%upervisors’
questions and ongoing needs. Altho ocused on the “peo-
ple” side of the business, HRM % nals are responsible
for the effective running of business and need appropri-
ate business acumen. HR prefessionals must understand how
their business makes gioney and understand the company’s

economic and fi i abilities to make sound business
decisions. The partment is also the warehouse of the
firm’s experdi areas of HRM, including employment  As a manager, it is important to meet your job and HRM

pensation, benefits, teamwork, communica-  responsibilities and help your employees reach their

tion, p yance management, and employee development. personal career goals as well. Supervisors who help their
2 employees advance often enjoy high performing and
motivated employees.

restructuring, and downsizing. This requires good communication and influence skills as
well as problem-solving and leadership competencies.

The Manager

HRM is the responsibility of every supervising manager. In fact, the effectiveness of HRM
systems often depends on the ability and the willingness of managers to execute HRM tasks
and responsibilities. The HRM department is a support function that gives managers the
tools needed to execute the firm’s HRM strategy and helps them develop the skills in using
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these tools. For example, the HRM department might develop structured interview guides
or performance management forms, but if the managers do not use these tools properly,
their potential value to the organization will not be realized. When Mattel transformed and
modernized itself, one of the biggest changes they made was to empower managers to be
partners with HR in evaluating and managing the talent capabilities of their units. Mattel
managers now have the responsibility of managing their employees’ experiences rather than
relying on HR to solve their talent challenges.®® Because HRM policies are created by the
company but are executed by managers, the role of supervisors as well as the HRM depart-
ment in executing HRM strategies and policies is important to understand.

The Employee

the lead in

I OWn career

oals. Employees

m accurate and cur-

Employees are increasingly being held at least somewhat responsible fi
their own development and career management. It is always best t
development plan and continually develop your skills to meet yo
are also sometimes held jointly responsible for keeping the Hm&st
rent with regard to their skills and certifications.
Communication and feedback between HR and emplo
employees’ knowledge of HRM and associated legal 1
employer to ensure that employees have the HR knowledgeMhey need. Employee handbooks
document the organization’s HRM policies and pr , and they are very important in help-
ing employees learn about the company’s H1 ies. Further, handbooks allow employees
to easily research topics they need more informatien on later. Most organizations have put their
HRM handbooks online, making it eas&em‘gloyees to quickly find the information they need.

S

Shared Service Cent@
A shared service cent@t 1zes the routine, transaction-based HRM activities, includ-

ing payroll, benefits administration, and employee exit surveys. A shared service center can
prevent redundanc;etknd\save money, as well as improve the consistency and the efficiency
with which thegsestasks,are done. This can provide an alternative to outsourcing these tasks,
and it can fre HR professionals’ time to focus on more strategic issues. Some compa-
e Depot, are creating call centers to handle HR questions directly from
and managers throughout the company.®!

extremely important. Most
S)is’ minimal, and it is up to the

utside Vendors

utsourcing is the hiring of an external vendor to do work rather than doing it internally.
When another company or provider can perform a task or service better, cheaper, or more
efficiently, it can make sense to outsource work. Payroll processing, time and attendance
records, and benefits management are some of the more frequently outsourced HRM tasks.
A company can outsource one or many HRM tasks.

Outsourcing some HRM activities is particularly attractive to smaller companies. HR
functions including payroll, benefits administration, and new hire relocation require spe-
cial knowledge, and full-time employees may not be worth the expense to smaller firms.
Because they specialize in human resources, outsourcing companies often know how to get
employees the best HR services, including health benefits and retirement plans. They may
also be able to provide rewards programs to your company for less than you would pay on
your own. Also, if your company needs any kind of HR support in issues such as worker’s
compensation, outside vendors have this expertise and can also help you stay current on the
most recent state and federal regulations to help your company stay compliant. It is critical
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to develop a strong relationship with external vendors to ensure they strongly support your

organization’s goals, strategies, culture, and philosophies.

This chapter’s case study discusses how IBM separated its administrative from its stra-
tegic HRM activities to better focus on strategic needs and reduce costs while improving

HRM service quality.

CASE STUDY: HR Transformation at IBM

Multinational technology and consulting firm IBM transformed itself from a strong multina-
tional business to a globally integrated enterprise. As Barbara Brickmeier, vice president
of HR, services delivery, and HR delivery says, “We want to be able to focus on getting the

right talent at the right time, in the right place. Because if we don’t, someone else is right

behind us.”®? Now operating in more than 170 countries and with most of its busin%

service based, IBM knows how important it is to capitalize on talent worldwide.®® IBV&
locates its business functions around the world based on the right mix of costs ap@®skills
To support its new strategy, IBM’s human resources function separated co %es
including designing HRM policies and internal business consulting, frow@i
trative tasks such as payroll, relocation, performance management, datasentry. This
allowed IBM’s HRM professionals to focus on strategic and empl ds as well as

streamline services and reduce costs while improving flexibility e quality.
IBM employees are now supported by country and regional*HR/line managers. HRM

1

minis-

subject matter experts focus on key functions such as p&[anq designing programs rel-
evant to business goals. Standardized administrative s ar&centralized in cost-effective
global employee service centers that provide pa %ssing, travel and expense pro-
cessing, and employee records management.

IBM relies on repeatable technology-@e , cost-effective processes, such as a
proprietary system for processing trayel expénses that provides faster, more accurate

employee reimbursements. Brickmei ates, “If we had to do those administrative tasks,

and deal with technology, we wg ‘t be able to do the things that help push the busi-
ness forward, like hiring peo illing, leadership development and getting the right

talent in place. . . .This gi ime to devote to talent management, compensation,

developing skills and exertise, and helping the business grow.” **

IBM also cha&i’cs annual performance review to one that allows employee goals
to change duri e Year and that provides more frequent feedback.®® The system now
gives empl e@dback at teachable moments throughout the year rather than only
once ay ing the annual performance review, and it allows all employees to give
feedpagk to‘each other regardless of rank.¢ With the help of tens of thousands of ideas
and ments from IBM employees, IBM designed a new continuous feedback app called

kpoint that has become much more popular with employees than the old perfor-

ce management system.67
Questions:
1. How does separating core HRM roles from administrative HRM roles help IBM better
execute its business strategy?
2. How has technology helped IBM implement its new HRM configuration?
3. How would getting feedback more than once a year and from employees other than
your supervisor help you to perform better at work?
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Professional Employer Organizations

A professional employer organization (PEO) is a company that leases workers to com-
panies that need them for a fee, ranging from 2 to 7 percent of the worker’s gross wages.®
The PEO is technically the employer of these workers, and it manages their administrative
needs, including training, discipline, payroll, and benefits. Leasing workers helps companies
acquire talent they may not be able to hire on their own, and it increases their flexibility.
Instead of hiring permanent employees who may have to be let go in a business downturn,
leased employees give the organization the option of not renewing the lease if the wogker is
no longer needed. @

&
Ethics in HRM 0

The Society for Human Resource Management (SHRM) is the world. professional
association devoted to HRM. SHRM’s Code of Ethical and Professi dards in Human
Resource Management is available on its website and in Table &

table 1.3 \%

The SHRM Code of Ethical and Professional Stand in Human Resource Management®’

As HR professionals, we a w ible for adding value to the organizations we serve and
contributing to the ethi cess of those organizations. We accept professional responsibility
for our individual decisionstand actions. We are also advocates for the profession by engaging in
activities that enhafce its credibility and value.

N
pect, credibility and strategic importance for the HR profession within our

)ns, the business community, and the communities in which we work.

¢ [lo assist the organizations we serve in achieving their objectives and goals.

e To inform and educate current and future practitioners, the organizations we serve,
and the general public about principles and practices that help the profession.

¢ To positively influence workplace and recruitment practices.
¢ To encourage professional decision-making and responsibility.

¢ To encourage social responsibility.

1. Adhere to the highest standards of ethical and professional behavior.

Measure the effectiveness of HR in contributing to or achieving organizational goals.
Comply with the law.

Work consistent with the values of the profession.

Strive to achieve the highest levels of service, performance, and social responsibility.

Advocate for the appropriate use and appreciation of human beings as employees.

O Feal oS HEE [

Advocate openly and within the established forums for debate in order to influence
decision-making and results.

Continued
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As professionals, we must strive to meet the highest standards of competence and commit to
strengthen our competencies on a continuous basis.

e To expand our knowledge of human resource management to further our understand-

ing of how our organizations function.
e To advance our understanding of how organizations work (“the business of the business”). &@
1. Pursue formal academic opportunities. 0
2. Commit to continuous learning, skills development, and application of new knowledge @

related to both human resource management and the organizations we serve. Q}

3. Contribute to the body of knowledge, the evolution of the profession, and the gro
of individuals through teaching, research, and dissemination of knowledge.

4. Pursue certification where available, or comparable measures of competencies
knowledge.

HR professionals are expected to exhibit individual leadership as a r@
the highest standards of ethical conduct.

4. Through teaching an

leaders in the professign afd in organizations.

ce professionals, we are ethically responsible for promoting and fostering
justice for all employees and their organizations.

eate and sustain an environment that encourages all individuals and the organization to
their fullest potential in a positive and productive manner.

1. Respect the uniqueness and intrinsic worth of every individual.

2. Treat people with dignity, respect, and compassion to foster a trusting work environment
free of harassment, intimidation, and unlawful discrimination.

3. Ensure that everyone has the opportunity to develop their skills and new competencies.

4. Assure an environment of inclusiveness and a commitment to diversity in the organiza-
tions we serve.

Continued
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5. Develop, administer, and advocate policies and procedures that foster fair, consistent,
and equitable treatment for all.

6. Regardless of personal interests, support decisions made by our organizations that are
both ethical and legal.

7. Actin a responsible manner and practice sound management in the country(ies) in
which the organizations we serve operate.

As HR professionals, we must maintain a high level of trust with our stakeholders. We
protect the interests of our stakeholders as well as our professional integrity and sho
engage in activities that create actual, apparent, or potential conflicts of interest.

To avoid activities that are in conflict or may appear to be in conflict wi
of this Code of Ethical and Professional Standards in Human Resour
one's responsibilities and duties as a member of the human resour ofession and/or as an

employee of any organization.

. Adhere to and advocate the use of published polici conflicts of interest within

your organization.

2. Refrain from using your position for person rial, or financial gain or the appearance
of such.

3. Refrain from giving or seeking prefegential treatment in the human resources processes.

onflicts of interest or the appearance thereof;
o relevant stakeholders.

4. Prioritize your obligations to id
when conflicts arise, disclose

HR professionals copsider and protect the rights of individuals, especially in the acquisition and
dissemination o%aﬁpn, while ensuring truthful communications and facilitating informed
decision-maki

mong all organization constituents by maximizing the open exchange of
infarmatipn, while eliminating anxieties about inappropriate and/or inaccurate acquisition and
har f information

. Acquire and disseminate information through ethical and responsible means.

2. Ensure only appropriate information is used in decisions affecting the employment

relationship.
O 3. Investigate the accuracy and source of information before allowing it to be used in

Q employment-related decisions.
4. Maintain current and accurate HR information.

5. Safeguard restricted or confidential information.

6. Take appropriate steps to ensure the accuracy and completeness of all communicated
information about HR policies and practices.

7. Take appropriate steps to ensure the accuracy and completeness of all communicated
information used in HR-related training.

"Code of Ethics,” Society for Human Resource Management, November 21, 2014. https://
www.shrm.org/about-shrm/pages/code-of-ethics.aspx (accessed November 16, 2017). Used
with permission of the publisher. All rights reserved.
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Human Resource Management Systems

Employee data must be kept accurate, current, and private. Organizations used to rely

on Excel spreadsheets to maintain this information, but the evolution of technology has

created a better way. Human resource management systems (HRMS) are technology-

based platforms that help human resource management professionals securely house

sensitive employee records, including benefits and payroll information; monitor the

performance of the recruiting and staffing process; conduct analytics, and more. They

can be cloud-based, such as Workday or Cornerstone OnDemand, or they can be main-

tained by the company. &
Some organizations create secure private portals that allow employees to upload confi-

dential information, and others allow for extensive analytics to be run. The HRMS platforms 0

available today can have varying degrees of specialization, with some optimized for the @

management of large numbers of hourly workers and others emphasizing specific tal

management areas such as recruiting, compensation, or benefits. Because there are so

features and tools available, it is important that how a company will actually use it

be identified and drive its HRMS selection decision. If employees and managers 0 se

the system as well as the HRM department for open enrollment or to approve % heets, it

is important that the system be easy for them to use as well.

HRMS platforms are increasingly able to integrate a variety of app!é ati nd conduct

analytics and produce reports that have more relevant and deeper in an ever before.
The technology is also increasingly able to support continuous nce feedback pro-
grams rather than annual performance reviews.’®

4 . .
Why Is HRM Important to Yo ,%'eer? consider this

HRM can help you be a
more effective manager
in any field.

Knowing how to design maximally productive atually rewarding work relationships
with employees is important to every mana ecess, even if your profession is some-
thing other than HRM. If you are unable to hife effectively, motivate employees, or retain
your best performers, then your job performance will suffer. Hiring the right people, moti-
vating and developing them, and % that they are engaged in their work and commit-

ted to the company are some of t ills that define great managers. Knowledge of HRM

and skills in practicing it will @ a competitive advantage in your own career, even if
you are not going into the fi RM. This book is written to help all readers understand
the role of HRM in empleyee) team, and organizational effectiveness and will be useful
to you regardless O«héther or not you pursue a career in the field of HRM. If nothing

an employee subjected to the HRM system and policies of your

else, you are likelyato
employer. Th; b @, ou understand the role and goals of HRM, the better you can under-

stand your

er's goals and utilize this system to your fullest advantage.

evelop Your Skills

areers in HRM

A career in human resource management can be rewarding both personally and
financially. Occupational forecasts suggest that the income and opportunity prospects
in HRM are favorable for at least the next decade or two. In fact, the Occupational
Outlook Handbook provided by the U.S. government’s Bureau of Labor Statis-

tics states that, “Employment of human resources managers is projected to grow

7 percent from 2018 to 2028, faster than the average for all occupations. As new
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companies form and organizations expand their operations, they will need human
resources managers to oversee and administer their programs and to ensure that firms
adhere to changing and complex employment laws.””!

Some of the job titles in the area of HRM include director of human resources,
recruitment specialist, compensation analyst, employee benefits manager, work-life
manager, training and development specialist, international human resource manager,
diversity and inclusion specialist, and human resource generalist. Different skills ar
needed in the different areas of HRM. For example, strong quantitative and anal
cal skills are helpful in compensation, and good communication skills are criti¢al, in
recruiting and training.

You can learn more about career opportunities in HRM by enterin -gelated
search terms in the Occupational Outlook Handbook at http://www.bls: r by

using O*NET www.online.onetcenter.org. Q~

If you are interested in learning more about HRM as a c %ld, this chapter’s Develop
Your Skills feature gives you more information about caseers,itfHRM. This book isn’t writ-
ten solely for HRM majors—every future manager efit greatly from learning and

applying the knowledge in this book. Q

Summary and Appllc&ol:l

Why is it that some organizations 'm better than others in the same industry? The answer
is that it is not the buildings, chaits, owtechnology that make a company successful. It is the
organization’s people that real@e a difference in how an organization performs. By acquir-
ing the talent that is the f@tlon of any organization’s performance, by developing the skills
and teamwork needed to exéeute its strategies, and by motivating and rewarding employees for
accomplishing company gQals, HRM is critical in converting potential employee performance
to actual perfo cevand to strategic execution. Effective HR systems positively influence
what people Q’;do, can do, and will do for the organization.

Busine @ tegies are intended to leverage the firm’s resources and capabilities in ways

uperior value creation compared to competitors. A competitive advantage
depend an organization’s ability to leverage the resources and capabilities that derive
&:ts talent. How an organization positions itself to compete determines the competitive
vantage it needs to create and the HRM strategies it needs to pursue to acquire, moti-
te, and retain the appropriate talent. By influencing what employees should do, can do,
and will do, effective and strategic human resource management aligns employees’ talents,
goals, and motivation with what the organization needs. Each of the HRM functional areas,
including staffing, training, compensation, and performance management, must be consis-
tent in what they reinforce, and care must be taken to ensure that they do not undermine
each other. Human resource management systems help organizations leverage technology
to make HRM processes more efficient and enable analytics that generate accurate and rel-
evant insights into what can be done to enable higher individual, team, and organizational
success and enhance strategic execution.

As you learned at the beginning of this chapter, understanding human resource manage-
ment can help you succeed in whatever career you pursue. Studying this book can help you
better understand how organizations differ, understand the role of human resource manage-
ment in your own job performance, and improve your HRM skills. By studying the chapters
and putting some thought into how you can use various the concepts in different situations,
you are taking an important step in advancing your career.
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‘ @ o g Real World

Response

How Culture Reinforces Business Strategy at Patagonia

Patagonia is “a cause, disguised as a company,” according to its Chief of HR Dean Carter, and

one of its core values is not being bound by convention.”? Patagonia has a unique culture that

supports its mission of protecting the natural environment and taking care of its employees and

customers. Its commitment to its employees is reflected in the title of its employee handbook: @

“Let My People Go Surfing” and its overarching company goal of “Do well and do good.”’? &
Patagonia’s first interview question for job candidates is, “What drew you here?” A good 0

answer reflects concern for the planet and a desire to do something about it. The company also

looks for employees who can diversify its culture and who have a genuine interest in helpi \

others through volunteering or participating in community groups and clubs.”* Patagonl

technology to encourage employees to request feedback because feedback that is req

much more effective at generating change than unsolicited feedback.”®
Patagonia also reinforces its culture with its benefits plan. After a year W|th pany,

employees can take up to two months off with pay to volunteer with an enwro’a project or

cause. And Patagonia will even pay for bail for the employee and a spou ho gét arrested for

peacefully protesting on behalf of the environment. The company also rs'Subsidized on-site

childcare that has enabled nearly 100 percent of its new moms to r@a
Patagonia’s HR system clearly reinforces its unique culture and iness strategy. And it is

valued by employees, too. Not only is Patagonia regularl thesFortune list of the 100 best 4
companies to work for, it has a very low 4 percent turno e, and approximately 9,000 appli- O
cants usually apply for the few positions that do bec ble * y

Takeaway Points ! .
1. HRM influences organizatio erfermance through its influence on what
employees should do, what employees can do, and what employees will do. HRM

@ s, motivates, develops, and retains the talent that
ti0n’S success. Because employee costs are a large part of an

creates the system that a
determines the organiz

organization’s operatingbudget, it is essential to properly manage the investments a
company makl%ts people.

2. The six pr M functions are staffing, performance management, training
and dev t, rewards and benefits, health and safety, and employee-management
relati

3. I even a mgle HRM functional area reinforces goals that are in conflict with the
unct10nal areas, influencing employee behaviors in desired ways and executing
€ company’s strategy will be much more difficult. For example, the performance-
nhancing potential of reward and incentive programs will not be fully leveraged if
the training and development and staffing functions do not acquire and develop the
right skills. The alignment of these separate functions creates an integrated human
resource management system supporting the execution of the business strategy,
guided by the talent philosophy of the organization.
4. Even small organizations can effectively use HRM to improve their
performance. Organizations of all sizes share a need to identify and hire the right
people, motivate them to perform their best, develop their skills, and retain them.
Investing in HRM improves productivity and profitability of smaller as well as
larger organizations.
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5. Knowing how to design maximally productive and mutually rewarding work
relationships with employees is important to every manager’s success. The job
performance of someone unable to hire effectively, motivate employees, or retain top
performers will suffer.

Discussion Questions

1. Describe some good and bad experiences you have had with HRM as a job
candidate or as an employee. How could the bad experiences have been avoid %
2. Would an organization’s HRM practices influence your decision to apply f&

or accept a job offer? Why or why not?

3. How would you prioritize what workers can do, what they should do, ey
will do in terms of their importance to the employer? Why did you r: m as you did?
4. If you worked in a small organization, how would you convin e €EO to invest

more in HRM?
5. Which aspects of HRM do you feel are most important
supervisor, and HRM professional to be responsible
6. How can HRM help you advance and succeed in

Personal Development E ises

Exercise: What HRM Career Is ht for You?

.ofg, and enter different HRM keywords in the
, recruiting, and human resource manager). Click on
the information provided about the job tasks, tools

one of the resulting job titles %
and technology used, anc}q acteristics needed for successful job performance. Also read

Go to O*NET at www.online.onetéen
“Occupation Search” box (e.g., traini

the information about th ucation, interests, work styles, and work values to learn about
your potential fit with that pdsition. Do this again for at least two other HR-related positions.
Be sure to choosey&nsﬁte from the drop-down menu at the bottom of each job’s O*NET
page to see n@ formation about the jobs and possibly view a short video further describ-
ing the jo

Cho favorite of the jobs you explore, then research the wage and employment
trend@mation about it. This information is available on the job’s O*NET page, and
yol can“get state-specific information by choosing a state from the drop-down menu near
heNbottom of the page. Write a one-page paper describing your chosen position, why you

Qose it, and the employment outlook in the location you hope to live. Evaluate your cur-

nt capabilities and identify areas you might need to strengthen to increase your chances of
acquiring this job in the future.

Exercise: Effects of HRM

How will HRM affect you even if you don’t work in HRM, and how can your understanding
of HRM help you to be more effective as an employee? Think about each of these six HRM
topics and for at least four of them identify at least two ways each will affect you personally
at work. For example, your knowledge of how compensation rates are determined will help
you to be a better negotiator of starting pay and future raises.

1. Recruiting

2. Hiring

3. Training

4. Compensation
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5. Employee Benefits
6. Managing Engagement and Turnover

Exercise: Did You Know?

Watch the YouTube video, “Did You Know, in 2028. . .” (3:16). After watching the video,
answer the following questions:

1. What information did you find the most surprising?
2. What will these trends mean for employers? &
3. What will these trends mean for you and for your career? What can you do to best

position yourself for success in the future? 0

0
Strategic HRM Exercises &

Exercise: Competitive Advantage Through HRM

Form small groups of three to five people. Vote on a spokesperson, and di \e follow-
ing questions to share with the class after 10 to 15 minutes. Be sure to reco rideas.

1. What companies do you think make the best use of HRM in cn@ﬂ competitive

advantage? Why?
2. What companies do you think could do a better job leverag RM to enhance

their performance? Why? N

Exercise: How HRM Influences Organizédtional Performance
I would like to thank Professor Daniel Montez of q s College for this exercise idea.

Divide the class into three groups of three toifive students. The first group will discuss
what employees should do. The second, group will discuss what employees can do. The
Ha&n

third group will discuss the topic o n ployees will do. Students should share personal
experiences about their own wor eriences as well as what they know from friends and

family and what they know fr ¢ this chapter. Be prepared to share your group’s five

favorite ideas with the clac)

Exercise: Informational Interviews
I would like to ; @ ofessor Barbara Rau of the University of Wisconsin-Oshkosh for this exercise

idea.

mail, phone, or in-person informational interviews with two to three different
HRM gssionals at different types of companies. Identify three to five questions you
¢ to ask each person about HRM or how HRM is used in his or her organization.
a one- to two-page report summarizing your interview results.

Exercise: Why We Hate HR

I would like to thank Professor Barbara Rau of the University of Wisconsin-Oshkosh for this exercise
idea.

Use your favorite browser to find the article, “Why We Hate HR” by Keith Hammonds
(published in Fast Company magazine on August 1, 2005). Write a one-page response to the
author’s criticisms of HR. The article can be found at: https://www.fastcompany.com/53319
/why-we-hate-hr.
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Integrative Project

Identify an industry in which you are interested in someday working, and create a name for
a fictitious company that you will be working on all semester for this case study. If you want
to use a current or past employer, you may do that instead. If you haven’t already thought
about a preferred industry, take the time to research several options to identify one that best
meets your preferences for growth, financial performance, ethics, and environmental sustain-

greater opportunity for advancement), and your compensation (industries wi
margins can afford to pay employees more than industries without high p
Your first task is to read as much as you can about the industry, its t

rming com-
panies, its growth outlook, and its current challenges and opportm@‘ e able to make
c

decisions in setting up a human resource management function & ompany. Describe
what your company’s business strategy, competitive advant and, talent philosophy will
be—how will you position yourself to successfully comp %is industry? Assume that
your company will be of any size and located anywhe u would like; just be consis-
tent throughout the case. @

A

The Forked Oak Case U ‘

The Forked Oak is a national restaurdnt¢haih noted for providing outstanding customer ser-
vice, high-quality and creative fo t changes with the seasons, and a memorable diner
experience. Because of the qua its food and service, as well as its reputation as a qual-
ity restaurant, the restauraj good pricing power and charges above-market prices for
its menu items and exten wine list. The company understands how important its employ-
ees are to its custciﬂ’ experience and to its reputation, and it takes talent management very

seriously. e

Imagine t u are a consultant and the leadership team of The Forked Oak asks for
your help r aligning its HRM strategy with its business strategy and help it perform
even bette @1 e future. Create no more than five slides outlining how The Forked Oak can
better(levesage HRM to help the company achieve and maintain a competitive advantage
oyer 1t als.

%QIC'GO Case

Imagine having HR responsibilities at Happy Time Toys, a company that designs and manu-
Q factures novelty toys. While chatting with two of your coworkers you all realize how busy

you all are and how much money the company is investing in HRM. One of the coworkers
asks if it might be worth scaling back HR and putting more money and time into some other
areas of the company, such as research and development or sales. What do you say or do?
Go to this book’s video case, watch the challenge video for this chapter, and choose the best
video response. Be sure to also view the outcomes of the two responses you didn’t choose.

Discussion Questions

1. Which aspects of HRM discussed in this chapter are illustrated in these videos?
Explain your answer.
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execution of its business strategy? Explain your answer
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. How could a company’s investment in HRM help or undermine its success and its

. How else might you answer the question of whether Happy Time Toys should

continue to invest money in HRM or reallocate some of it to sales or R&D?
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