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Explain how human resource management (HRM) relr% organizational culture.

Describe how HRM supports high- performanc@ stems.
ei

Describe the five standards that help us de action is unethical.

Explain how HRM influences ethics an rate social responsibility.

Explain how HRM can support organiz al change.

Describe Hofstede's five culturaldimensions and how they each might influence

HRM in different cultures %
Describe how employe@ nce the success of a merger or acquisition and
how HRM can creatQ dation for the success of the combined company.
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Real World Challengé&Q~
\X

How Culture Reinforces Business Strategy atWlarriott

Executive Chairman and Chairman of the Board J. W. ott, Jr. has led Marriott International,
Inc. for almost 60 years.” After modest beginni&ias his parents’ family restaurant business, the

110 countries and territories.?

global lodging company now has more th@ Ioaging properties across 30 brands in over

J. W. Marriott's vision for the is to be the world's lodging leader. To accomplish
this goal, he focuses intensely on taking care of guests, developing a highly skilled and diverse
workforce, and extensiv ratfonal knowledge. Through his hands-on management style,

Marriott has built a str culture that emphasizes the importance of the company’s people and
H

he organization.

3

the value they brj
Mx rnational’s “Spirit to Serve” culture focuses on executing fundamental ideals of service

to assoCiates, customers, and the community. Its fundamental ideals of service to its associates are:

unshakeable conviction that our people are our most important asset.
éAn environment that supports associate growth and personal development.
O * A home-like atmosphere and friendly workplace relationships.
Q * A performance-reward system that recognizes the important contributions of both hourly
and management associates.
* A reputation for employing caring, dependable associates who are ethical and trustworthy.

* Pride in the Marriott name, accomplishments, and record of success.

* A focus on growth—managed and franchised properties, owners, and investors.
Marriott asks you for your advice on how the company can use HRM to further enhance its “Spirit
to Serve” culture, which is likely to become even more important to its success as the lodging industry

recovers from the COVID-19 pandemic. After reading this chapter, you should have some good ideas. 35
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CHAPTER 2 The Role of Human Resource Management in Business

HRM affects the performance of any business. Although some industries and businesses are
more dependent than others on their talent to create a competitive advantage, it is difficult
and perhaps impossible to identify a business in which talent does not matter.* As Thomas
J. Watson, Jr., founder of IBM once said, “I believe the real difference between success and
failure in a corporation can be very often traced to the question of how well the organization
brings out the great energies and talents of its people.”> Understanding the role of HRM in
business will help you to identify which investments in HRM are likely to matter most.

“I believe the real difference between success and @
failure in a corporation can be very often traced ;g&

question of how well the organization brings %

great energies and talents of its people.”

—Thomas J. Wats&,Qro?nder of IBM

Data consistently shows that people are one of the highe%s of running an organiza-
tion and that strategic HRM positively affects business g . For example, the market
value of companies that use HRM best practices in selective recruiting, training,
and employment security is more than 50 perceptshigh®f than that of firms that do not.®
Many organizations could dramatically improve@msiness outcomes by investing in the
strategic use of HRM, including:’

Using effective HRM metrics nalyitics
Ensuring that HRM employ%ve high levels of business knowledge and skill
ively and efficiently.

¢ Creating an HRM strategy that is:ntegra‘[ed with the business strategy

Delivering HRM servic@
HRM influences busi 1 th direct and indirect ways. In addition to acquiring and
developing the skills and“he capabilities the organization needs, aligning employee and
organizational goalsfand motivating employees to perform their best, HRM also influences
the environmen ich work is done and how employees get their work done. Great com-
panies often (@nd’appropriately) credit their employees with their success. As Phil Knight,
of the board and co-founder of Nike explains, “It’s not a single product

chairman 't
mode gle manager, nor one ad, nor a single celebrity, not even a single innovation

that is\key)to Nike. It is the people of Nike and their unique and creative way of working
ether.
reinforcing the values of the firm, HRM helps clarify for employees how they are to
have and make decisions. For example, why do you think employees in some companies
act more socially responsible than do employees in other firms? Although certainly due in
part to differences in the values of the employees, these differences are also driven by the
expectations, rewards, goals, and feedback created by the HRM system through organiza-
tional culture. Hiring socially responsible people, rewarding employees for acting responsi-
bly, and punishing or removing employees who do not support social responsibility strongly
affects employees’ socially responsible behavior and decision making.

This chapter begins by discussing the importance of organizational culture and how
HRM supports different types of cultures. Attention then turns to the importance of ethics
and social responsibility and how HRM can reinforce both of these important values. Next
the role of HRM in creating high-performance work systems is discussed. These topics are
part of effective work processes in the book’s overall model of HRM. The chapter ends with
a discussion of how HRM supports organizational change and success in mergers and acqui-
sitions. After reading this chapter, you should have a good idea of the variety of ways HRM
systems and activities contribute to organizational effectiveness.
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CHAPTER 2 The Role of Human Resource Management in Business

Why Is Organizational Culture Important?

An organization’s culture is like its personality. Organizational culture is made up of the
norms, values, and assumptions of organizational members. A company’s culture is rein-
forced by things such as logos, ceremonies, dress codes, and even office decorations and fur-
niture placement. An organization’s culture guides employees’ attitudes and behaviors in the
absence of formal policies or rules and creates the context for what they do. Culture is often
defined more casually as “the way we see and do things around here” and is critical in aligning
employees’ goals with those of the organization.

When asked for tips on building a strong company, Fred Wilson of venture capital fund
Union Square Ventures stated that, “You have to start with culture, values, and a commit-
ment to creating a fantastic workplace. You can’t fake these things. They have to come from
the top. . . . They are everything.” Research has found that a firm’s culture is positively
growth), employee attitudes, and analysts’ stock recommendations.'”

Business strategies can be reinforced or undermined by their fit with the firm’s C«.

Isadore Sharp, founder, chairman, and CEO of the Four Seasons hotels, states sonal
service is not something you can dictate as a policy. It comes from the cult How
you treat your employees is how you expect them to treat the custo imilarly,
rigid, bureaucratic, rule-oriented cultures are much less likely to suppo eative new

product innovation.

Four broad types of organizational culture are:'> Q
e Entrepreneurial: Emphasizes creativity, innovation, and ris ing. Electronic Arts
and IDEO are examples of companies with entreprﬁicak‘cultures.
® Bureaucratic: Emphasizes formal structures and %j t implementation of orga-
e of

nizational procedures, norms, and rules. This Iture is commonly associated
with consistency and high ethical standards. macies and drug manufacturers such
as GlaxoSmithKline and Merck often ac@yu aucratic cultures.

¢ Consensual: Emphasizes loyalty and tradition, and encourages employees to stay
with the organization for a long time. Promotion is generally from within. Law firms
and the military are good ex esof this type of culture.

* Competitive: Emphasizes compttitive advantage and market superiority. Brokerage
and currency trading firr @ nsistent with this type of culture, which often pro-

duces a large amou 2
Organizations fre nrtﬂzssess a combination of these four types of culture but with
an emphasis on on¢’oVer the others.'* Another aspect of culture that is particularly related
to organizational effectiveness is the degree to which it is focused on high performance.
eulture focuses on hiring, retaining, developing, motivating, and mak-
ents based on performance data and results. Because all employees are
focuswi ning, performance permeates every aspect of the firm. Sports teams such

e ¥y York Yankees and the Pittsburgh Steelers consistently excel because of their
@ performance cultures, as do restaurants that schedule their highest performing serv-
ers to'their busiest shifts. It is important to remember that cultures evolve over time, some-
times positively (e.g., as companies adopt more socially responsible values and practices)
and sometimes negatively (as seen when Boeing’s long-standing culture of quality and
safety was replaced by a focus on financial performance and productivity which contrib-
uted to multiple crashes involving Boeing’s 737 MAX. ')

Understanding the power of its strong positive culture, insurer Aflac uses its corporate
culture on the corporate careers section of its website to attract recruits:

Join a company that’s been named to Fortune Magazine’s “100 best Companies to Work For”
17 years in a row. As part of the Aflac team, you’ll find yourself in a supportive work
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organizational culture
The norms, values, and
assumptions of organi-
zational members that
guide members’ attitudes
and behaviors.

&
S

consider this

To maximize strategic
execution, build an
organizational culture to
reinforce the business
strategy.

performance culture
performance culture:
focuses on hiring, retain-
ing, developing, motivat-
ing, and making work
assignments based on
performance data and
results
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38 CHAPTER 2 The Role of Human Resource Management in Business

environment with an organizational culture that champions an open-door management
philosophy, competitive salaries, excellent benefits, and more.'®

The HRM system strongly influences employees’ perceptions of the organization’s
culture. What type of culture do you think is reinforced by low pay, few benefits, little
training, lots of rules, and fast punishment if you break them? Probably not Aflac’s cul-
ture described above! Investing in establishing and maintaining a culture that supports the
organization’s goals and business strategy pays off. Customer satisfaction, customer ser-
vice quality, financial performance, organizational effectiveness, and total quality shan-
agement outcomes are influenced by employees’ perceptions of culture.!” 3M @
success at regularly innovating new products to a culture “that stimulates ordi &eo le
to produce extraordinary performances.”'8 Q

Culture and HRM work together to influence employees’ performa ehaviors.
The HRM system has the most immediate effect on employees’ behavio se it formal-
izes the company’s expectations through explicit goals and formal ies. It in situations

where formal policies don’t exist, the organizational culture ta&r . By reinforcing the
desirability of certain values or behaviors, the HRM system s towreinforce the organiza-
tional culture. This emphasizes the importance of alignin& M system, the organiza-

. . tional culture, and the business strategy.
consider this &y

A negative organizational culture can risk an org tion’s reputation and even its
Because HRM formal- survival. When an Uber employee went publi th reports of managers’ misconduct,
izes an organization’s a movement started to delete their app, a ability to recruit the top technology

expectations and guides  , \hich it is dependent likely decreased ecause small culture failures ultimately
employees when formal

ellhon ol e, T lead to big culture crises, an important role of human resources is to monitor the culture
HRM system helps cre- and keep things in check. When th er émployee reported her experience with a male
ate and reinforce the colleague, she was told by both and upper management that “even though this was
organizational culture clearly sexual harassment, the¥ dn’t feel comfortable giving him anything other than
a warning and a stern talkia 5@ 0 For her, HR was the only recourse she had to report
managers’ wrongdoings d HR’s failure to provide a safe environment in which she

ignore the haras

t oy, leave. Ultimately, Uber only addressed the issue because the
employee went public with her story.?! To many people,
cultural issues of diversity, equity, and inclusion seem
like “soft” issues, but it is becoming clear how impor-
tant it is for companies to incorporate these issues into
their culture, in order to create an environment where
success is possible.??

A study of new accounting employees found that
new hires stayed an average of 14 months longer in
companies with people-oriented cultures.?? Starbucks
is a good example of a people-oriented culture. Star-
bucks pays above minimum wage, offers health care
and tuition reimbursement benefits to part-time as well
as full-time employees, and provides additional ben-
At Starbucks, customers pay a premium price for the efits such as weekly free coffee. These policies help
culture as well as the coffee. By focusing on hiring Starbucks benefit from a turnover rate lower than the
customer-oriented employees, training them well, and industry average.?* On the other hand, a bureaucratic
then providing excellent pay and benefits including health . . . . L
care and tuition reimbursement, the company reduces culture that st.1f1ed 1nn0vat19n and l”l.Sk. taking 1§ thought
turnover and motivates its employees to provide excellent {0 have contributed to Nokia’s declining mobile phone
products and customer service. market share.

could report miscoxuct left her feeling unsupported and left with no choice but to either
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CHAPTER 2 The Role of Human Resource Management in Business

An organizational culture can have a strong influence on behavior when employees
develop a shared interpretation of the organization’s policies, practices, procedures, and goals
and develop shared perceptions about what behaviors are expected and rewarded. The more
HRM practices send strong signals about what strategic goals are most important and what
employee behaviors are expected, supported, and rewarded relative to those goals, the more
likely it is that those goals will be achieved.?® Companies can advertise hotlines and encour-
age employees to report anything improper, but if the culture has too much fear and not
enough trust, no one will call. In some cases, these fears are warranted. Some employees who
called the Wells Fargo ethics hotline to report unethical sales practices were fired despite it
being against the law to suppress whistleblowing.?’

Hollywood animation hit factory Pixar’s culture is as strong as its technology. Pixar com-
municates and instills its culture through Pixar University, a unique training complex in
which all employees learn together. Randy Nelson, former Dean of Pixar University, states

thing. It’s fine to have wildly talented individuals. But the real trick, the higher de
difficulty, is to get wildly talented people to make productive partnerships.”*® He ¢
that for Pixar the most urgent question is, “How do you do art as a team sport?’Z=Rixar’s

“Most companies eventually come around to the idea that people are the most impoin‘\t
de

answer has been to build a culture supported by HRM that encourages people their
works-in-progress and support coworkers. Pixar’s president, Ed Catmull€b es that his
y for a long

calling is to create a sustainable creative culture that will persist in thescompe
time.>® He even comes to all new hires’ orientation sessions to reinf ulture.

“Most companies eventually come ar, unQ the idea
that people are the most importapf thin@. It’s fine to
have wildly talented individu the real trick,
the higher degree of difficulyNis/to get wildly talented
people to make productive pgrtnerships.”

Rafidy Nelson, former Dean of Pixar University

A strong HRM system imeredses the chances that employees will perceive the
the same culture.’? A weak HRM system sends either

organization similarly and i

mixed or ambiguous me%t at are subject to individual interpretation. This leads to

either variability in the=€ulture is interpreted or the interpretation of a culture other

than the one the orfamization desires.>> HRM influences organizational cultures by deter-
@ son who is hired and fired, what is trained, what goals and expecta-

tions exist, w pedple are held accountable for, and who is rewarded. Volkswagen’s “no

OW

failure d climate of fear combined with the CEO’s ambitious growth goals are
blameg its emissions-test scandal where it installed software to beat emissions tests by
using data rather than fixing the problem.**

natidfial cultures.®® This chapter’s global issues feature summarizes one study’s assessment
of organizational culture preferences in different regions of the world.

This chapter’s HR flexibility feature describes how different business strategies can be
reinforced by different cultures, and how HRM can help to do this.

Because it guides employee attitudes and behaviors, organizational culture is essential to
the establishment of corporate ethics and corporate social responsibility. We now turn our
attention to how HRM can reinforce both values.

Copyright (c)2024 by Sage Publications, Inc.
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consider this

To enhance goal
achievement, HRM
practices should help
employees prioritize
their goals and know
what they need to do to
support their own goals
and the organization'’s
goals.
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40 CHAPTER 2 The Role of Human Resource Management in Business

@ Global Issues

Organizational Culture Preferen3ces
and Realities Around the World”

Organizational Culture United Latin

Preferences States America  Europe

Focus Company success 76% 72% 78% &
Public good 24% 28% 22% Q%
Total 100%  100% 1009@ 00%
Competition/ Internal competition 13% 10% x 10%
Cooperation
Cooperative 87% 90% & 2% 90%
atmosphere
OO
%

Total 100% 100% 100%
Career Path Well-defined 31% Q\ 24% 18%
Flexible career ﬁ 79% 76% 82%

opportunities
Total % 100% 100% 100%
Atmosphere Formal 23% 21% 23% 14%
Informal & A 77% 79% 77% 86%
Total % 100% 100% 100% 100%
Responsibilities Clea @ ned 69% 47% 58% 54%
d/fluid 31% 53% 42% 46%

Tot 100% 100% 100% 100%
<z“\ .
Flexibility

O sing HRM to Reinforce Different Business
Strategies Through Culture

Companies differ in the strategies they use to compete. Some firms, including
O Walmart work to keep their costs low in order to provide the lowest prices to custom-
Q ers. Others, such as Lexus or Tiffany’s, strive to provide the best quality or service.
Still other firms try to serve specific market niches or continually develop new and

innovative products or services. The organizational cultures and HRM policies and
activities that support each business strategy differ.

Think for a moment about what culture you would create and how you might use
HRM to reinforce a low-cost business strategy. This doesn’t necessarily mean paying
low wages, only making sure that the return on wages is sufficiently high. Outsourc-
ing services or activities that an external partner can provide as well or better than the

Continued
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CHAPTER 2 The Role of Human Resource Management in Business

company at a lower price would also reinforce a low-cost strategy. Creating a culture
of thrift and frugality is another possibility, as well as training employees in the most
efficient ways of getting their work done.

Now contrast those ideas with the culture you would create and how you
might use HRM to reinforce an innovation strategy focused on developing new and
innovative products. This strategy is often supported by a culture of teamwork and
collaboration supported by extensive training, team development, and performance-
based rewards.?’ Staffing might focus on acquiring creative, talented, entrepreneur-
ial people (which is what Google does). When Charles Schwab and Company’s
performance slipped during the recession, it decided to move away from its long-

It claimed that the change was intended to improve client relationships and reward

41

<K&

standing culture of teamwork and start providing incentives for individual brokers. 20

highly productive individuals working in underperforming branches who weren’t
being properly rewarded, but the new system sent mixed messages to its employe
about whether the company now placed a greater value on individual performarice
or teamwork.*8

It is important to remember that there is no “best” HRM system.*’ As \
this book and apply what you learn, recall that it is most critical to align@pohcies
and practices with each other and with the business strategy. Also embef that
using the “wrong” HRM tool or incorrectly using the right tool ce@‘kcause a lot
of damage.

& N
What Is the Role of HRM in@%—Performance
Work Systems?

Companies that implement high-performance work systems (HPWS) utilize a funda-
mentally different approach to ma an do more traditional hierarchical and bureau-
cratic organizations. HPWS, so@es known as high-involvement or high-commitment
organizations, enable high per@ e through employees. HPWS organizations should be
structured so that individ lowest level in the organization not only perform work
but also are responsible o improving work methods and procedures, solving problems on

the job, and coordi g their work with that of others. Employees also can and should be
expected to operatewyithout a controlling supervisor.*

In HPWS, wo g are to a large degree self-controlled and self-managed. With the help
of leaders velop a clear vision, mission, and goals, HPWS workers are expected to

ted tofandfully participate in the organization, they give greater effort and are more effec-
ti workers in control-oriented organizations.41 Research has, in fact, found that using
a variety of power-sharing, reward, information-sharing, and training practices has
positive outcomes.*> Noted management scholar Jeffrey Pfeffer concluded that, “Substantial
gains, on the order of 40 percent or so in most of the studies reviewed, can be obtained by
implementing high performance management practices.”*

In his book The Human Equation,44 Pfeffer identified seven elements of HPWS:

adapt tl'han ing circumstances. Because employees in HPWS identify with, are commit-

1. Employment security

2. Selective hiring of new talent

3. Self-managed teams and decentralization of decision making as the basic principles
of organizational design

Copyright (c)2024 by Sage Publications, Inc.
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work systems
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consider this

Although there is no
one set of HRM prac-
tices that support a
HPWS, whatever HRM
practices are used must
be internally consistent
and reinforcing to be
most effective.

ethics

the standards of moral
behavior that define
socially accepted behav-
jors that are right as
opposed to wrong

D

QO

CHAPTER 2 The Role of Human Resource Management in Business

4. Comparatively high compensation contingent on organizational performance

Extensive training

6. Reduced status distinctions and barriers, including dress, language, office
arrangements, and wage differences across levels

7. Extensive sharing of financial and performance information throughout the
organization

b

The particular set of managerial and HRM practices supporting a HPWS varies across
companies, but it must always be internally consistent and reinforcing.*> Employeg€ in a
high-involvement organization feel responsible for its success because they knov&v
more, and contribute more.*® They have the power, information, knowledge, and ards
to perform at the highest level.*’ Southwest Airlines is one of the compani8s_cohsistently
utilizing this approach.*®

Although some employees find the increased responsibility of be stressful,
many are motivated by it. The benefits of HPWS to employees a organization are
summarized in Table 2.1.

Aligning HRM activities and policies with the goals an
is particularly important because HPWSs require a heav

esSes that support HPWS
iny, ent in employees that is
is is a core theme that runs
> internally aligned and are tar-

geted toward clear organizational objectives.

The Role of HRM in ;Q‘Rorate Ethics and
Social Responsibili

Ethics are the standards of

avior that define socially accepted behaviors that are
right as opposed to wron , tolerance, and responsibility are basic moral values that
guide ethical evaluationsN&lthough it might seem intuitive that firms should behave ethi-
cally, a glance at themews headlines often suggests that unethical behavior is more common
than you might tlﬁ&%efnie Madoft’s Ponzi scheme defrauded investors of tens of billions

tablé 2.

efits of HPWS

Greater personal development

Higher work engagement, satisfaction, and commitment
Greater involvement in organizational decisions

Higher quality of life

Higher self-esteem

Higher productivity

Greater flexibility and competitiveness
Higher customer satisfaction

Higher product quality

Lower turnover
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CHAPTER 2 The Role of Human Resource Management in Business 43

figure 2.1

A Formula for Ethical Behavior

Rewards/Punishments Ethical Employee

Ethical Values | + | Clear Expectations | + Supporting Ethical Behavior Behavior

of dollars and was called, “extraordinarily evil” by the judge handling the case.’® Fertilizer @
producer Intrepid Potash’s Chief Operating Officer Patrick L. Avery resigned after confirm- &

ing that he didn’t receive previously claimed degrees.”' Corporate espionage by the For- 0
mula One racing team McLaren on rival Ferrari,’* unsanitary manufacturing conditions in a
ConAgra peanut manufacturing plant,> and the intentional contamination of baby formul @
and pet food with melamine®* are just a few additional high-profile ethical lapses. consider this
ethical lapses occur, as happened during the U.S. Secret Service agents’ misco%s A behavior that is
Columbia, a “culture problem” is often blamed.” HRM professionals are uniquely Pesi-  ynethical may not be
tioned to build and reinforce an ethical culture because their role in hiring, tr 'n%valu— illegal.
ating, and rewarding employees allows them to influence ethical values a xces at all
levels of an organization.>® g

It is important to remember that “unethical” is not always the safichas “1

legal.” Some

values, clear expecta-
tions, and rewards and punishments supporting ethical b ior3/

The challenge of managing workplace ethics is %c ed by the diverse values of
today’s global workforce. Because some people feel=thal business ethics message of “do
the right thing” only states the obvious, they d; business ethics seriously. For many
others, ethical principles go right out the do en they are highly stressed.>®

How can we tell if an action is unethjcal? re are five different types of ethical stan-

shown in Figure 2.1, ethical employee behavior results :{ithic
i

dards that help us evaluate the ethics actjon:
utilitarian standard
1. The utilitarian standard: Thical action best balances good over harm by the ethical action best bal-
doing the most good or e least harm. When Southwest Airlines cuts all ances good over harm
employees’ pay rathe ing anyone off, it is following a utilitarian standard. rights standard
2. The rights standard: The ethical action is the one that best respects and the ethical action is the
protects the mofal rights of everyone affected by the action, including the right one that best respects and
. R protects the moral rights
to privacy, e told the truth, or to be safe. If a supervisor tells an employee to of everyone affected by
handle a t bstance without appropriate protective gear, the employee has a the action
right to r . fairness standard
3. The fairness standard: The ethical action treats all people equally, or at least the ethical action treats
based on some defensible standard. The fairness standard is central in the all people equally, or at
; . least fairly, based on some
over the appropriateness of CEO salaries and bonuses that are hundreds of defensible standard
es larger than the pay of the average employee. common good
4."The common good standard: The ethical action shows respect and compassion standard

the ethical action shows
respect and compassion
for all others, especially

for everyone, especially the most vulnerable. Ensuring that suppliers do not employ
child labor or provide unsafe working conditions is an example of applying the

common good standard. the most vulnerable
5. The virtue standard: The ethical action is consistent with certain ideal virtues virtue standard
including civility, compassion, and benevolence. This standard asks, “Is this the ethical action is con-

action consistent with my behaving at my best?” A company valuing honesty sistent with certain ideal
virtues including civility,

quickly recalling products that might be defective or dangerous reflects the compassion, benevo-
virtue standard. lence, etc.
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consider this

A behavior can be
considered ethical
under one standard but
unethical under a differ-
ent standard.

OO

consider this

HRM influences organi-
zational ethics in a vari-
ety of ways, and has its
own ethical challenges
to manage.

CHAPTER 2 The Role of Human Resource Management in Business

These five different types of ethical standards sometimes suggest different actions
in a given situation. Different people may even disagree on the execution of some of the
approaches or support different ethical standards. Nonetheless, each ethical standard pro-
vides guidance in evaluating the ethics of a situation or decision.

Some unethical behaviors occur because some people are simply less ethical than oth-
ers,” but the broader organizational context and systems are also relevant. Company leaders
often give too little thought and time to developing and reinforcing an organizational culture
in which people can and do act ethically. There are three types of systemic errors organiza-
tions often make that undermine their ethics efforts:®

1. Omission errors—a lack of written rules &
2. Remission errors—pressure to make unethical choices Q‘
3. Commission errors—a failure to follow sound, established operatio® ical

practices \

All three of these errors can have obvious negative conseque of the strongest
predictors of unethical behavior is the employee’s emphasis On&g . In fact, the factor
most likely to cause an employee to compromise an organi ’s ethical standards is the
pressure to meet unrealistic business objectives or deadline

You are probably already familiar with the moral @
tional benefits from managing corporate ethics include:*®

—

s’of attending to ethics. Addi-

* Promoting a strong public image
¢ Substantially improving society O

* Helping to manage change

¢ Cultivating teamwork and prod&vit}\

¢ Supporting employee grow%

¢ Helping to ensure that poliei legal

i s on the part of employees

loyee values associated with quality management, strategic
planning and diversityjymanagement

(¢

Ethical empl behavior determines short-term organizational performance and
long-term or@ational success. If employees do not consistently behave ethically,
long-term st ability is unlikely for any organization. As management experts Wayne
Cascio r Cappelli state, “Ethics, values, and strong organizational cultures are
the very fabric of business.”®® Despite the obvious problems that can result from unethi-
cal em ee behavior, most organizations do not have a comprehensive ethics and com-

:Eh ce program.

“Ethics, values, and strong organizational cultures are
the very fabric of business.”

—Wayne Cascio and Peter Cappelli

In addition to the ethical challenges facing all managers, HRM has its own ethical issues.
Some common ethical issues in HRM are described in Table 2.2.

HRM promotes ethics by hiring ethical employees, setting clear goals for ethical behav-
ior, training employees in recognizing ethics issues and properly handling ethical situations,
and holding employees accountable for ethical behavior. To guide ethical behavior, organi-
zations frequently adopt a code of conduct or a code of ethics to clarify what is and what is
not acceptable.
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table 2.2

Common Ethical Issues in HRM

Privacy Issues: Keeping employees’ and applicants’ personal and medical information private;
deciding on the appropriate use of employee surveillance (including via e-mail and video cameras);
maintaining confidentiality.

Staffing: Handling pressure to hire a friend or family member; dealing with employees
found to have faked their credentials during the hiring process; avoiding bias and illegal
discrimination.

Layoffs and Downsizings: Managing employee separations fairly and equitably.

Rewards: Responding to pressure to classify a person into a job grade higher than they deserve in
order to give them a raise; responding to pressure to give executives more generous incentives or
benefits than is necessary; paying fair wages.

Safety: Deciding how to handle bullying; creating and enforcing safety and health policies;
managing work stress and employee wellness.

Performance Appraisal: Ensuring objectivity and fairness; avoiding the use of nonperforma
factors in the performance evaluation.

Labor Practices: Using child labor; limiting working hours; exploiting workers; respectin:f&hts.
Codes of Conduct and Codes of Ethics @Q
€

Codes of conduct specify expected and prohibited actions in th place and give exam-
ples of appropriate behavior. A code of ethics is a decisgfon-making guide that describes
the highest values to which an organization aspires. It &s the company’s ethical rules
regarding what employees should and should not do panies maintaining high-quality
codes of conduct are more likely to be ranked high @ rporate citizenship, ethical behav-
ior, sustainability, and public perception.®*

Relying solely on a code of conduct to mamdge ethical behavior in the workplace is not
enough. Companies must also treat employees fairly, align HRM systems to promote ethical
behavior, and hire and promote ethical M&s aball levels of the company who reinforce the val-
ues behind the code. A clear syste ward and punishment is particularly important in estab-
lishing an ethical culture. Effect agers both reward ethical behavior and respond quickly
to ethical violations. Table @@hm some of the ways HRM can support corporate ethics.

table 2.3 A&

How HRM Ca post Corporate Ethics

e Hire employees likely to behave ethically.
o :mployees how to recognize and handle different ethical situations.
Bfement a company code of conduct, and make all employees accountable for fol-
wing it.
¢ Include ethics information in regular company communications to reinforce its
importance.
® Promptly remove employees involved in unethical behavior or decision making.
e Create a reward program that reinforces ethical behavior.

e Develop a support system that helps employees make the right decisions and anony-
mously report others’ unethical behavior.
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specifies expected and
prohibited actions in

the workplace and gives
examples of appropriate
behavior

code of ethics

a decision-making guide
that describes the highest
values to which an organi-
zation aspires
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How Does HRM Influence Corporate Ethics?

According to the Federal Sentencing Guidelines for Organizations, six basic elements are
important to a complete ethics and compliance program.®> Note how many of these are the
responsibility of the HRM function:

1.

Nk

Written standards for ethical conduct
Ethics training
Providing a way for seeking ethics-related advice or information

Providing a mechanism for anonymously reporting misconduct @
Disciplining employees who violate the law or the standards of the «
organization

Evaluating ethical behavior as part of an employee’s regular perform 0
appraisals

The role of ethics in HRM will be regularly discussed throughout X(. This chapter’s
case study describes how production pressures and ethical iss& tributed to Boeing’s

problems with its 737 MAX.

CASE STUDY: Boeing 7

After its launch of the 737 class of aircraf67, Boeing sold over 10,000 of them
to airlines around the world. In 2010 however, rival Airbus began selling its A320neo,
which was 15 percent more fuel-efficiept ahd becoming popular with customers. After

S
\S
R

American Airlines made tentati s to replace its short-haul fleet with the A320neo,
Boeing quickly launched th nine months later.®
Boeing claims to ased on core values including integrity, or taking

“the high road by practi€ing the highest ethical standards” and safety, claiming “we
value human life 8nd well-being above all else and take action accordingly.”®” The
company claj *

ity, cost, arQhedule."68 Because Boeing pushed the FAA for a lighter and faster

“by committing to safety first, we advance our goals for qual-

ation approval than normal and made no requirement for additional

pilof traififig on the 737 MAX despite important technical modifications, it is pos-

both safety and integrity were sacrificed in getting the 737 MAX to market

ickly.%? There is also some evidence to suggest that employees were fearful of los-
ing their jobs if they raised concerns.’’ One senior Boeing safety engineer filed an

P internal ethics complaint alleging that while the plane was still being developed, he

and his team proposed various safety upgrades that were rejected by management

O because of their cost and because they would increase the need for expensive pilot

of retribution.

training.”"

In addition to the 737 MAX's technical issues, Boeing’s problems have been blamed

on a company-wide shift toward cost cutting and away from a culture focused on inno-
vation, safety, or quality.”> Amy Edmonson of Harvard Business School described the
situation as “a textbook case of how the absence of psychology safety—the assurance
that one can speak up, offer ideas, point out problems, or deliver bad news without fear

n73

Over 300 people died as a result of multiple 737 MAX crashes, and Boeing paid at

least $1.2 million to the loved ones of each victim.”*

Continued
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Questions:

1. What are some of the core ethical and social responsibility issues present in Boeing's
behavior?

2. If you were a Boeing employee, would you have spoken up about the safety issues?
Why or why not?

3. How can HRM increase ethical and socially responsible behaviors at Boeing?

How Does HRM Influence Corporate Social Responsibility?

Corporate social responsibility happens when businesses show concern for the common
good and value human dignity. This can include philanthropy and social initiatives such
giving employees paid time off to engage in community service projects. Corporate
responsibility can also involve hiring diverse employees, protecting employees on joby
protecting the environment, and making safe products. %

In the area of social responsibility, eco-friendly candle company Altered Sea& vides
a meal to an American in need through Feeding America for every candle 4 . Hotelier
Marriott International, featured in this chapter’s opening real-world challenge, feplaced plastic
fato-based contain-

“1 inate paper cups and
can trade in burnt-out regular light bulbs from home or work for comp

Some organizations blend their social responsibilit ives with employee development
employees to spend up to six weeks

activities. Mars Chocolate’s Mars Ambassador Progr @
zations, such as the World Wildlife Federa-

on projects run by one of the company’s partner '#
tion, or on projects initiated in partnership with lgCal sites and communities. The projects allow

employees to share their professional or te¢hnical expertise to enhance their partners’ capabilities
and improve employees’ understandin, ﬁ?&c&nmunities that support the business.”’

How an employer treats its CIII[Q%S is an important part of corporate social responsibil-
ity.”® Organizations are increasi ested in balancing their financial performance with their
employees’ quality of life ;@ing the local community and broader society. One expert
defined corporate social responsibility this way: “Regardless of how many people with whom you
come in contact, everyghe of thém should be better off for having known you and your company.””

Adopting a broader Stakeholder perspective that considers the interests and opinions of
all people, grouf @ anizations, or systems that affect or could be affected by the organiza-

tion’s actions_supports social responsibility. The stakeholder perspective puts responsibil-
ity above sh

an socially responsible behavior also help a company? In fact, it can help a firm attract
the best talent,®® and customers are increasingly patronizing companies that do the right
thing. As Walter J. Cleaver, President and CEO of the Human Resource Planning Society puts
it, “Sustainability is not just looking at the short term; it’s building for the long haul. A lot
of companies are looking at the financial, social and environmental impact of what they do.
Starbucks pays more for coffee beans because it donates a certain amount to the farmers and
schools (of a foreign country) so they can keep a good supply source. A company’s long-term
existence is in many ways connected to how the public perceives it in terms of values.”s!
Socially responsible business practices are becoming a core part of how many organiza-
tions do business. Nonetheless, some people still believe that companies and their managers
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ge social
onsibility

sinesses showing con-
cern for the common good
and valuing human dignity

consider this

A firm’s performance
is determined by more
than just its profitability

stakeholder
perspective

considering the interests
and opinions of all people,
groups, organizations,

or systems that affect or
could be affected by the

organization’s actions

consider this

When organizations
adopt a stakeholder
perspective, they
develop a broader and
longer-term perspective
in their decision making.
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consider this

Companies serious
about corporate social
responsibility make it
part of the organiza-
tional culture and a
business priority.

O
% 1. A focus on quarterly earnings or other short-term targets
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should focus solely on stockholders’ interests. Others believe that because business is an
influential element of society it has a duty to help solve public problems. Social responsibil-
ity supporters also believe that ethical and socially responsible behavior is more rational and
more profitable, and, therefore, it is essential for organizational effectiveness.

So how are organizations using HRM to support corporate social responsibility? Human rights
are increasingly being incorporated into HR vision, mission, and values statements. Starbucks
Coffee’s Global Human Rights Statement states, “Starbucks Global Human Rights Policy empha-
sizes Starbucks commitment to basic human rights as a core component of the way Starbucks
does business and how Starbucks engages its employees.”®> Corporate social responsibilit
increasingly included as a factor in performance evaluations and merit pay increases.
corporate social responsibility awareness and skills, training managers to report aﬁ

elop-
ing an ethical corporate culture, and ensuring that global contractors act in ethic socially
responsible ways are examples of other HRM initiatives that support social & lity.

To be lasting, social responsibility efforts must be integrated into \ e of the orga-
nization. Accordingly, corporate social responsibility has the big t when it is inte-
grated with HRM.#* HRM’s threefold role in corporate social re ibility includes making
sure people management practices are ethical, giving emplo right support and training
ing ethics into the organiza-

pulation of stakeholders, which

tional culture.®® Serving stockholders as well as the lar§

includes workers, customers, the community, and oumylanet, are not mutually exclusive.
Table 2.4 highlights some of the socially res HRM programs and policies being
implemented by U.S. corporations.
Employee participation in social respons initiatives can motivate employees and

generate some good ideas. When a pﬂ&g company set a goal to reduce its waste by 20 per-
cent over five years, its executive urally focused on streamlining its printing opera-
tions to reduce paper waste. A recepfionist pointed out that the number of individual lunches
delivered to the office every eated a significant amount of food packaging waste. By
investing in a small café eheouraging employees to eat a buffet-style lunch, the printer
reduced twice as much wasfe as it did by streamlining its printing operations.®

The InternationallOrganization for Standardization (ISO), the world’s largest developer
pational standards, has created a variety of standards that help organi-
zations meet @ environmental and social responsibility objectives. In addition to environ-
standards such as sustainability and carbon emissions, the ISO publishes
mana, andards including those for leadership, customer focus, involvement of peo-
ple, and continual improvement.

Managers have a great deal of influence over the execution of corporate responsibility pro-

ams, and they need to be aware of any likely challenges to successful implementation. Some

the greatest obstacles to successful execution of corporate responsibility programs are:®’

2. The cost of implementation

table 2.4

Examples of Socially Responsible HRM Practices

e \Workplace diversity
e Favorable working conditions

¢ Nonexploitation of workers, including discrimination and harassment

Work-life balance initiatives

e Community volunteerism and charitable giving programs
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3. Difficulty in measuring and quantifying return on investment
4. A nonsupportive corporate culture

This chapter’s Develop Your Skills feature will help you to understand some of the eth-
ical issues that exist in human resource management. This can help you determine how
important it might be to you to work for an organization with similar values.

‘ Develop Your Skills
<&

Ethical HRM lssues 0

Understanding the ethical issues likely to exist in your career and thinking through
what you will do when you experience them helps you to be prepared to handle them @
well. Here are some HRM issues that are common in the field of human resource Q}

management. &
¢ The nature of pay incentive plans

¢ The size of the pay gap between highest and lowest paid workers \

¢ The consistency of benefits available to employees

¢ Conducting performance evaluations based solely on performance

¢ Managing trade-offs among different stakeholders including e es, stockhold-
ers, customers, and society
* Managing restructurings, furloughs, and layoffs

¢ Deciding how to treat employees in different countri

¢ Deciding what to require of vendors and subcontra&n%rms of their HRM prac-
tices and how they treat their employees

¢ Managing health and safety issues includin \V4D-19 protections

¢ Managing unionization efforts @

° Employee responsibilities Q

* Employee rights

¢ How much emphasis to put on ebbjkalfd social responsibility in hiring and promo-
tion decisions

¢ Deciding what type of ¢ create and maintain and how to do it

How Does KQM Support Organizational Change?

Strategy imp ion and strategic change often require large-scale organizational
changes. Two ORHE largest changes are often the change to the new organizational culture
and the installation of new employee behaviors. Some of the most common changes man-
aged include:

Qew production processes
2.¥Opening a new location
3. Rolling out a new benefits program
4. Implementing a new human resource information system (HRIS) or upgrading the

current HRIS system
5. Expanding international operations

Depending on the nature of a strategic change, some employees are likely to lack the
willingness or even the ability to support a new strategy. Targeting HRM efforts to develop,
motivate, and retain the people who are critical to implementing a new strategy may expe-
dite its adoption and ultimately improve the strategy’s effectiveness. Employee participation
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consider this

Because employees
need to change their
behaviors and goals for
an organizational change
effort to succeed, involv-
ing employees in a
change management
effort can improve their
commitment to

the change.

D
QO

power distance

how much inequality exists
and is accepted among
people with and without
power
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can also be a positive tactic for change management, as it is ultimately the employees who
need to adopt different behaviors and goals to support a change if it is to succeed.

Imagine an organization currently manufacturing semiconductor chips. The competitive
environment requires the organization to compete on cost, so it focuses on operational effi-
ciencies to control expenses. The culture reinforces strict adherence to operating rules to help
achieve these low-cost goals. What do you think would change if the organization adopts a
new business strategy of designing new and innovative computer chips and outsourcing their
production? The organization’s focus would now change to innovation, problem solying,
and collaboration. Managers would need to be trained and reinforced for doing 1 le
enforcement and more leading, motivating, and communicating. Intel went throu%{s e
of transformation in the early 1970s when it moved from being a producer of semiconductor
memory chips to programmable microprocessor chips.

The HRM system supporting organizational change necessarily vari @nding on the
nature of the change.®® It is essential to first identify the key goals of t & initiative and
focus on these in developing new HRM practices and redesigning %Vnystem. A variety
of HRM initiatives are possible to support change. Lockheed&i designed a cultural
change management program around its core competencies %ﬁ and open communica-
tion, taking personal action to remove obstacles to effe rmance, and acting when
a need exists rather than ignoring issues.® This chapt ategic Impact feature discusses

some methods Hewlett-Packard (HP) used to cha@ its culture.

One of the most important factors in succes eating organizational change is the
creation of a culture of trust.”® There is a al of uncertainty before and during a
change effort. Trust is the glue that keeps employees committed to the organization and
focused on making the change effor&(ic:gfful. Because resistance to change is common
when behavioral patterns need to beschanged, clear communication and training, goals, feed-
back, and rewards linked to the haviors align employees’ goals and behaviors with
the new goals and needs of thlzation. When quick, radical change is necessary, it may

be appropriate to use co »blit whenever possible, it is best to use more collaboration
and consultation to promot€ engagement and commitment to the change.”!

A -
@ S@%gio Impact
CQ;Ure Change at HP

hen problems prompted HP to change its culture, it began requiring staff to formulate
three personal and three professional goals each year. Employees and managers are
encouraged to cheer those who meet their goals, such as getting away early to be
with family. After two years, HP found no loss in productivity despite staff working
shorter hours, and the staff retention rate improved.”?

Global HRM

Cultural differences can influence the appropriateness and the effectiveness of different
HRM practices. Noted scholar Geert Hofstede performed thousands of interviews and sub-
stantial research on over 40 countries, ultimately identifying five dimensions that tend to
distinguish cultures across countries.”® Here is a description of each dimension and how it
might affect HRM practices in different cultures:

1. Power Distance: Power distance is the amount of inequality that exists and
that is accepted among people with and without power; higher power distance
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(e.g., Philippines, Guatemala, and Malaysia) is associated with more hierarchical
companies that have large gaps in authority and compensation, while lower power
distance (e.g., Austria, Israel, and Denmark) is reflected in flatter organizations in
which employees and supervisors are considered and treated more equally.

2. Individualism: Individualism refers to the strength of the ties people have with
others in their community. Higher individualism (e.g., United States, Australia,
and New Zealand) is reflected in greater valuation of people’s time and need for
freedom with an emphasis on individual and extrinsic rewards, whereas lower
individualism (e.g. Guatemala, Ecuador, and Bangladesh), is reflected in placing
a high value on harmony rather than honesty with an emphasis on intrinsic and

collective rewards.

3. Masculinity: Masculinity refers to the extent to which a culture reflects
traditionally masculine or feminine traits. Highly masculine cultures show a societal
preference for assertiveness, achievement, and material rewards for success. More
feminine cultures prefer modesty, cooperation, and quality of life. Higher mascufi
(e.g., Japan, Hungary, and Slovakia) is reflected in a distinction between men’s k
and women’s work, while lower masculinity (e.g., Denmark, Sweden, an %ﬂ
reflected in equal employment opportunity, often supported with legi

4. Uncertainty Avoidance: Uncertainty avoidance reflects the degree o
uncertain or unfamiliar situations. Higher uncertainty avoidance
and Uruguay) is associated with a need for structure and very fo
business conduct, whereas lower uncertainty avoidance (e.g
Hong Kong) is associated with an informal business culture

and more concern with long-term performance than

5. Long-Term Orientation: Long-term orientati()%e
iding

planning, delivering on social obligations, apésa
term orientation (e.g., China and Taiwan) i
placing high value on education and tr@
(e.g., West Africa and Canada) is charac
and equality. N

cted in a strong work ethic and
g, whereas a shorter-term orientation
ized by higher individualism, creativity,

individualism

the strength of the ties
people have with others in
their community—high

individualism rgflects
looser ties v@rs
%ty
tent to which a cul-
\ eflects traditionally

asculine (e.g., asser-
tiveness, achievement,
and material rewards) or
feminine (e.g., modesty,
cooperation, and quality of
life) traits

y) is

y felt in

‘; , Gréece, Portugal,
d rule-driven

gapore, Jamaica, and

, greater acceptance of risk,

h daily events.

a focus on long-term
“losing face.” A longer-

uncertainty avoidance
the degree of anxiety felt
in uncertain or unfamiliar
situations

long-term orientation
reflects a focus on long
term planning, delivering
on social obligations, and
avoiding “losing face”

Understanding a society’s culﬂQn help you design more effective HRM systems. The

desire to apply best practices
the need to adopt local HR
cultures may benefit fro
plans, and HRM ma

nine cultures. ves should be individual or group
based, depending on the local culture, and the time frame

for ing ﬂ s may need to be adjusted to match each cul-
tu % g4 or short-term orientation.”* In cultures with a
quicKly and expect employees to be more innovative.

It is important to remember that belonging to a partic-
ular culture or being from a particular country does not
ensure that the culture describes a particular individual.
Individuals from the same area or culture are not all the
same, and cultural values can change over time

One common stimulus to organizational change is a

merger or acquisition. Let’s briefly discuss the role of
HRM during these events.

95

When organizations expand into other countries it is
important to understand the local culture and how it

is likely to affect the implementation of the company’s
human resource management practices. To be most
effective, it is usually necessary to balance some of the
best HRM practices from the organization’s home country
with some HRM practices that better fit the local culture.
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consider this

Mergers often fail
because of a cultural
mismatch between
the two merging
organizations

consider this

It is important to treat
both departing and sur-
viving employees fairly
and respectfully during
a merger or acquisition
to maximize its success.
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HRM During Mergers and Acquisitions

Corporate mergers and acquisitions such as the one between Delta and Northwest Airlines
or acquisitions such as Facebook’s acquisitions of LiveRail and Oculus VR frequently make
business headlines. Unfortunately, as many as 85 percent of mergers fail to accomplish their
objectives, and the cost of failure can be enormous.”’® Culture mismatch is often blamed as
a cause of the failure,”” as was the case in the Daimler-Chrysler merger, as well as conflicts
between managers coming from each firm.

Different HRM activities become important during different stages of a mergeryor
acquisition.”® During the due diligence phase, the cultures of both organizations &
evaluated to determine their compatibility. Focusing on talent planning and retefition‘efforts
early in this phase is also a good idea. During the integration phase, decidin ichiemploy-
ees will be retained and which will be separated and developing retentio ies for key
employees becomes critical as well as the establishment of a comman,cultus€ for the com-
bined organization. During the post-close phase, stakeholder satisfa dressed, the new
culture is strengthened, and employee development plans are de eddvand implemented.

Because cultural issues are a frequent reason for derailed gergers,'it is important that HR
managers ensure that cultural issues are recognized and addiegsedbefore, during, and after the
merger.”® Through their behaviors and decisions to stay ¢f lefye'the merged company, employ-
ees have an enormous impact on the ultimate success or failtire of a merger or acquisition. In
some cases, companies are acquired because the ing company needs the talent and skills
of the other company. If those key employeesd€ave after the acquisition, the effort is futile.

Communication is critical to the successerger or acquisition,'® and HRM must
carefully manage the treatment of and’impact on employees who are let go and on those
who survive. HR can and should a &tb“a facilitator and a coach during the process.'%!
In addition to deciding what skill competencies the combined organization needs, HR
is also typically responsible @ ifying which employees, if any, will be let go. It is
important to identify and in key performers at the acquired company. When Oracle
launched its hostile take of PeopleSoft, many top executives and other employees left
PeopleSoft.!”> Employee reténtion plans during a hostile takeover can include cash bonuses,
raises, and promoﬁoxi

Let’s next st how to assess different aspects of HRM.

O
&Metrics

ics and measurements are essential in identifying where the HRM system can be
proved and helping HRM best meet the needs of the organization and its stakeholders,
including its employees.'% Without meaningful data, it is difficult to make sound decisions
in support of the business and strategic execution. Table 2.5 highlights some standard met-
rics organizations use to measure HRM performance.

It is not practical or necessary to measure every HRM activity. It is most important to
identify and measure the HRM activities that contribute to business strategy execution and
the organization’s financial performance. Software exists to facilitate the data collection and
calculation of HR metrics, including OrcaEyes’ SonarVision and IBM’s Cognos. By care-
fully mapping metrics to business goals and objectives, organizations can better identify
their best recruiting sources and performers, select the best incentive systems, and align
workforce skills with business objectives.

To be most effective, metrics should be tied to business goals, drive employee behaviors,
and be tied to rewards. Metrics must be based on accurate data and should be used to guide
decision making. Organizations pursuing a product differentiation strategy might track
innovation indicators, whereas organizations pursuing a low-cost strategy might focus on
efficiency indicators.'**
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table 2.5

Common HRM Metrics

53

Other indu

the be

Absence rate

Cost per hire

Customer service ratings
Engagement

Healthcare cost per employee
Innovation

Job offer acceptance rate

Percent of performance goals
met or exceeded

Profit per employee

Return on investment (ROI)

Revenue per employee
Tenure
Time to fill

Turnover rate

Workers’ compensation cost
per employee

Using this Kn

To maximize your
the industry and th

you will special@o

ing, are inhe

infor:“ !n

L
tis i

Number of employee absences/(average number of
employees during the period X the number of workdays)

Recruitment costs/(cost of compensation + benefits)

Average customer ratings of employee customer service
performance

&
N
oS

Level of employee satisfaction or engagement with the
company

Total cost of employee health care/number of covered
employees

Percent of sales coming from products introduced in the Jas

five years

Number of individual or group performance @ t or
exceeded/total number of performance goals

Number of job offers accepted/number of job
offers extended

Profit/total number of employees

[(value of a program or interventia @ its -
total cost)/total cost] X 100

Revenue/total number o&)y&es
Average years of serv%ch organization

Days to fill a posigi
Number of e eaving/average number of employees

during the period
Total agpnual workers’ compensation cost/average number of
em es 4

e

n with your career, it is helpful to put as much thought into
anization in which you will work as you do into the work in which
industries, including pharmaceuticals and chemical manufactur-
ore formalized and bureaucratic due to extensive legal regulations.
including entertainment and advertising, are inherently more creative and
standing your preferences for different cultural features can help you choose
or you. Here are some of the characteristics you might consider:

focus on competition versus cooperation

*“Formal versus flexible procedures

® A focus on company success versus the public good
¢ Individual versus team-based rewards

¢ Well-defined versus flexible career paths

¢ A formal versus informal atmosphere

consider this

How well we fit with our
industry’s and our orga-
nization'’s culture influ-
ences how satisfied we

¢ Centralized versus decentralized decision making
¢ Clearly defined responsibilities versus varied responsibilities

Now that you understand what organizational culture is and what HRM-related metrics different

organizations use, you can apply this information to your own job search. Taking the time to think

through which organizational culture elements you highly value, and which you would very much
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like to avoid, can help you assess whether a potential employer is a good fit for you. It is often
possible to use the HRM metrics an organization tracks as indicators of cultural elements as well
as of what the organization would expect of you as an employee. An employer that tracks innova-
tion and employee engagement, for example, would have a different culture than one that tracks
only revenue and profit per employee. Often employers have careers sections of their websites
that can provide this type of information as well as their annual reports and other publications.

Summary and Application Q/

Clearly, HRM can have a large influence on business performance and strategyzexecution
through its effects on culture, ethics, and social responsibility. HRM activities a strong
role in high-performance work systems and in organizational change i s including
mergers and acquisitions. Understanding a society’s culture is impo imdesigning effec-
tive HRM systems. Best practices from an organization’s hom %may not work in
other cultures and must be balanced with the need to adopt lo &M practices.

Although it is rarely practical or necessary to measure JRM activity or outcome,
sound metrics and accurate data are essential to understanding™Where the HRM system can
be improved. Without meaningful and accurate data, %l g sound HRM decisions is dif-
ficult to impossible ’

In this chapter, you have learned how HRMdr
and indirect ways. In addition to acquiring & loping the appropriate talent, aligning
employee and organizational goals, and motivating employees to perform their best, HRM
influences the organizational culture dnd enxironment in which work is done. By reinforc-
ing the values of the firm, HRM jrelps élarify for employees how they are to behave and

[J
A

iences organizations in both direct

make decisions.

Understanding the best fiten your ethics and social responsibility preferences and
that of a potential emplayer)aswell as understanding the fit between its culture and your
values and preferred work Styles, is critical in choosing a job and organization you will suc-
ceed in and enjo%au e HRM systems create and reinforce these organizational charac-
teristics, unde@ ing your preferences can help you better manage your own career.

~O

A |

Real World O& ‘ @ Q g

Respons

QO

How Culture Reinforces Business Strategy at Marriott

Marriott International is well known as a great employer, consistently being named on Fortune’s
lists of best places to work, top companies for minorities, and most admired companies. The
company is also strongly committed to diversity, social responsibility, and community engage-
ment. J. W. Marriott Jr. believes that, “if employees are content, confident, and generally happy
with themselves and the job, their positive attitude will be felt in everything they do.”'% Accord-
ingly, the company has established a strong HRM system reinforcing its strategic goals. The

company’s core values are:'%

° We Put People First: Take care of associates, and they will take care of the customers.
* We Pursue Excellence: Our dedication to the customer shows in everything we do.

* We Embrace Change: Innovation has always been part of the Marriott story.
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° We Act with Integrity: How we do business is as important as the business we do.
* We Serve Our World: Marriott strives to be a force for good

Marriott makes a point of “hiring friendly” and “training technical” to ensure that it hires peo-
ple with the “Spirit to Serve” who it then trains to do the work. Marriott also promotes from within,
allowing associates to advance in the company as far as their abilities allow. It also focuses on
retaining and inspiring employees who possess the “spirit to serve” in jobs they truly enjoy.

Employees with good financial performance who do not embrace the employees-first philoso-

phy are let go.'?’ @
Marriott also offers a total rewards package composed of competitive compensation, profit &

sharing, and a great workplace. Marriott invests millions of dollars a year in training to reinforce its 0
culture of hands-on management and attention to detail to promote retention. It invested $2 mil-

lion just in a jobs training program with the goal of training and placing Washington, DC, resident @

in jobs in its newly opened Marriott Marquis.'®® Employees who wrote to founder J.W. Marri \

bring a problem or complaint to his attention always got a response. Current CEO Bill Marri b

(online at: http://www.blogs.marriott.com/) recognizes individual employees’ successe%d ps

keep employees informed of happenings around the company. \
The annual Award of Excellence was established in 1987 as a lasting tui to» company
founder J. Willard Marriott's ideals of achievement, character, dedication,_effo d persever-

ance. It is presented to a select few who demonstrate these ideals throu%ding outstanding

service, consistently exceeding expectations, leading by example, an ing the lives of their
coworkers, customers, and neighbors with their commitment to servicesexcellence. Each year, the

J.W. Marriott Award for Diversity Excellence recognizes a W‘c b\usiness unit and its team of
associates that demonstrates excellence in promoting div%n unity. 1%

For more than 70 years, Marriott has lived by a simp tto: “Take care of associates, and

they'll take care of your customers.”'% This is a_stfa rather than merely a sentiment—the 4

company knows that retaining and strategical naging its talent drives economic value for oA

Marriott. @ g
-y 9

Takeaway Points Q

1. By reinforcing the desi of certain values or behaviors, the HRM system helps
to reinforce the orgamizational culture.

2. HRM supports Migh-petformance work systems through goals and processes
that suppor &ee participation, commitment, and identification with the

i M practices promoting power-sharing, information-sharing, and

best support HPWS.

1ve standards that help us evaluate the ethics of an action: utilitarian,

fairness, common good, and virtue. The utilitarian standard strikes the best

e of good over harm. The rights standard best respects and protects the moral

ghts of everyone affected by the action. The fairness standard promotes the equal

or at least fair treatment of everyone. The common good standard promotes respect
and compassion for everyone. The virtue standard promotes consistency with ideal
virtues including civility, compassion, and benevolence.

4. By setting direct expectations of employees and through their influence on corporate
culture, HRM policies and practices promote both ethics and corporate social
responsibility.

5. HRM supports organizational change by creating a culture of trust, managing
employee resistance to change, and aligning employees’ goals and behaviors with the
new goals and needs of the organization.

3. There
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6. Hofstede’s five cultural dimensions are power distance, which reflects how much
inequality exists and is accepted and influences preferences for hierarchy and how equally
employees are treated; individualism, which reflects the strength of the ties people have
with others in their community and influences whether individual or collective rewards
are preferred; masculinity, which is the degree to which a society values and exhibits
traditional male and female roles and affects equal employment opportunity; uncertainty
avoidance, which involves the anxiety felt in uncertain or unfamiliar situations and is
associated with culture formality, risk acceptance, and concern with long-term versu
short-term performance; and long-term orientation, which reflects a focus on long<e
planning, delivering on social obligations, and avoiding “losing face” and infl es
work ethic, the value placed on training and education, and creativity.

7. Through their behaviors and decisions to stay or leave the merged co ,
employees affect the success or failure of a merger or acquisition. ote
success, HR must carefully manage the treatment of and impa \1 oyees who
are let go and on those who survive. HR should act as both or and a coach
during the merger process and objectively identify which oyees, if any, need to
be let go based on the combined organization’s needs.

Discussion Questions

1. What type of culture do you find most des a potential employee? What HRM
clues can you identify that might let yo w, the degree to which a prospective
employer has this culture? @

2. How can HRM support a performance culture? How could HRM undermine a
performance culture? &

. Why do you think some employeges act unethically? How could you use HRM to help

address these causes ang ge more ethical behavior?

. Do you consider ethi ial responsibility in evaluating prospective employers?
What do you look

. What type of xsiness trategy do you think is most compatible with a

W

o~

|91

high-perfor e work system? Why?
. What ty. business strategy do you think would be a poor fit with a
high ance work system? Why?
7. If e assigned to work in another culture, how would you use Hofstede’s
2
I r

@)

dimensions to be a more effective manager?
company was about to be acquired by another, how would you want to be
treated by HRM? What are some of the biggest mistakes you feel HRM could make
during the acquisition process?

O Personal Development Exercises
Q Exercise: Managing Ethical Issues in HRM

As you learned in this chapter, there are a variety of ethical issues that exist in HRM. Working in
a group of three to five people, brainstorm at least five ethical issues that can exist in HRM. For
example, a very productive manager bullies his subordinates and treats them in ways inconsistent
with the corporate culture. Then identify how a company can use HRM to handle these ethical
challenges. Be prepared to share two of your issues and HRM solutions with the class.

Exercise: What Would You Do?

I would like to thank Professor Nancy Zimmerman of the Community College of Baltimore County
for this exercise idea
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Form groups of three to five students, and discuss what you would do in each of the
following situations. Be prepared to share your ideas with the class.

1. Imagine you just joined the leadership team of a large financial services company that
wants to improve its financial performance. The rest of the leadership team wants to reduce
the company’s workforce through outsourcing or selling some business units and then
hire back some of the former employees as contract labor so it can pay them less and not
provide benefits. Essentially, they want to find ways to pay people less for doing the same
work without benefits and with fewer legal obligations. What would you recommend?

2. Imagine your CEO recently read about another company focusing its training and @
compensation resources on the highest-performing 10 percent of its employees and &
asks for your opinion. 0

3. Imagine you are starting a new online marketing company and are trying to
establish the compensation system for your employees. In percentages, how much ®
more would you pay the highest paid employee than the lowest paid employee?

- . ’
Strategic HRM Exercises Q\

Exercise: Culture Choice at Amazing Apps

Form groups of three to five students. Imagine that you started a pany called Amazing
Apps to develop applications for the iPad. You've had some g @ arly success, but you
need to hire more people to more quickly develop new products™a
Apple Store. You know that the creativity and programm@ﬂa@t of the people you hire is
going to be critical to your company’s future success, owrknow that your HRM system
will be key to hiring and motivating the right tal epared to share your answers to
the following questions with the class.

1. Describe the type of culture you would to create in your company.

2. How would you use HRM to reinfgrce this culture?

3. What would be the biggest threﬂwxes&blishing your intended culture, and how
could you overcome them?

O

Exercise: Creat'ng)-ligh-Performance Work System

I would like to thank ssor Gery Markova of Wichita State University for this exercise idea

Divide the clas @ eams of three to five students. Half of the teams are to imagine that
they are owner$,Ofsa¢high-end local restaurant. The restaurant’s business strategy is to pro-
vide high cu 1 service and a premium-quality product. You use recipes that have been
nily for generations and use only the highest quality ingredients. Employee turn-
y, and you pay above-average wages. You want to invest in a high-performance
System because you believe it will enable you to best execute your strategy and
obtaih a competitive advantage. How would you utilize various HRM functions and activi-
ties in designing a high-performance work system that would best accomplish your goals?

The other half of the teams are to imagine that they are owners of a local fast food
restaurant. The business strategy is to be a low-cost provider of quality food. The res-
taurant is competing with many other fast food restaurants, and you want to invest in a
high-performance work system because you believe it will enable you to best execute your
strategy and obtain a competitive advantage. Turnover is fairly high, and you are only able to
pay market wages. How would you utilize various HRM functions and activities in design-
ing a high-performance work system that would best accomplish your goals?

All teams should be prepared to share their ideas with the class after a 20-minute discussion.
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Exercise: How HRM Helps PepsiCo Succeed

After reading this chapter, you should have a good understanding of how HRM contributes
to organizational performance. PepsiCo recognizes the importance of its diverse talent to
its business strategy execution and success. The employer is regularly included on a vari-
ety of “most admired employer” lists.!!! Visit the company’s website (https://www.pepsico.
com/sustainability/talent and https://www.pepsicojobs.com/main) and explore the website
to learn how the company presents itself to potential employees. After learning more about

working at PepsiCo, answer the following questions:
1. Identify three topics from this chapter that relate to PepsiCo.

2. How are corporate social responsibility, ethics, and diversity valued by@lo.

3. Based on what you learned from its website, does PepsiCo seem li pany

you would enjoy working for? Why or why not? What addition N ation would
you like to have before deciding whether or not to apply for& ith PepsiCo?

Exercise: The Role of Corporate Culture@ppos

View the two YouTube videos, “Life at Zappos” (1:37 “ ppos: Where Company Cul-
ture is #1” (3:28) to learn about online shoe retailer Zappds’ corporate culture and how its
CEO views the role of culture at the company. tching the video, answer the follow-

2. How does Zappos reinforce its uredhrough HRM?
3. Is Zappos’ culture one in w% would enjoy working? Why or why not?

Exercise: Legal VQchical Behaviors and Decisions

ing questions: Q
1. Why does Zappos’ CEO Tony Hsieh feel*that culture is so important to Zappos?
05

1 would like to thank ProfessomGery Markova of Wichita State University for this exercise idea.

Divide the class m%alqs of three to five students. Each team has 20 minutes to identify
HRM behavio resSenting different functional areas that fit in one of the four quadrants in
the matrix identifying work behaviors and decisions that are:

1. ethical
2. Legal) and unethical

. Illegal and ethical
Illegal and unethical.

EO Be prepared to share your ideas with the class.

OO

Unethical Ethical

llegal

Legal
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Exercise: Ethics Codes
I would like to thank Professor Bobbie Knoblauch of Wichita State University for this exercise idea.

Use the Internet to research the ethics codes (also called a “code of ethics™) for at least three
organizations. Write a one-page paper comparing and contrasting them. Be sure to include
your thoughts about what an organization’s ethical code should contain.

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

Exercise: Applying the Five Ethical Perspectives @

You are responsible for cutting the cost of your sales force by at least $100,000 within one 0
month. Each of the company’s six sales people is described below. In addition to an individ-

ual commission of up to $10,000 per year, the company currently has a bonus plan that ¢ \
increase pay by up to 20 percent if the department’s sales goals are met. Apply the five Q‘

cal standards to your decision. How might your decision differ depending on whic ic

standard you are applying?

performance has been high, and R.P. has unique industry knowledge‘th
company create its annual sales strategy.

2. T.J. has been with the company for eight years and earns $58 ear. T.J.’s
performance has been high, and T.J.’s spouse is having dif nding a job since
becoming unemployed six months ago.

3. A.L has been with the company for one year and 6&5(1‘000 per year. A.L’s
performance has been about average. A.l.’s perf has increased over the past
year, and the company expects A.l.’s perfor to ontinue to improve with more
experience.

4. W.N. has been with the company for t nd earns $53,000 per year. W.N.’s
performance has been average. W.N. tookion a lot of debt to help a family member,
and is afraid that job loss will result in lg\ankruptcy

5. S.G. has been with the com% ive years and earns $56,000 per year.

1. R.P. has been with the company for six years and earns $60,000 per ye -
elps the

S.G.’s performance has been‘slipping, and this year’s sales performance was the
lowest in the company. been taking classes at night, hoping to eventually
switch careers.
6. L.K. has been with t@mpany for four years and earns $50,000 per year. L.K.’s
performance &ver been great, although the company has continued to invest in
. improve. L.K. is an enthusiastic employee and a great fit with

training to .
the com§ Iture.

I tive Project

In ast chapter, you identified a company and an industry to focus on for this project.
You also described the business strategy, competitive advantage, and talent philosophy you
would use to create a competitive advantage for your business. Your assignment for this
chapter is to think about and formalize your company’s position on social responsibility
and ethics. Record your company’s formal statement about each. Feel free to research other
companies’ statements online for insight into how to craft your own. Then describe the
culture you would create at your company, explain why it is best suited to your company’s
needs, and explain how it will contribute to its success.
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The Forked Oak Case

Write a single-spaced, one-page, business-style report identifying and rank ordering what
you feel are the five most important HRM metrics for The Forked Oak’s restaurant servers
and explain why the company should track each of them. Your audience should be the top
management team of the company, and your goal is to persuade them to start tracking these
metrics. To do so, you need to explain what they are and why they are important to The

Forked Oak’s performance, business strategy, and competitive advantage. @
A

Video Case

Imagine a coworker at Happy Time Toys asks you if you think it
company used the peer feedback it acquired for developmental p

well. What do you say or do? Go to this book’s video case, watc&c
chapter, and choose the best video response. Be sure to als%

responses you didn’t choose.

Discussion Questions

1. What are the ethical issues involved in
developmental purposes for determining
2. If your coworkers gave you co
the feedback negatively impac

or why not?

3. What do you think wou
What is the best way 0

nstructive fet
&uropay raise, would you think that was fair? Why

A J

alright if the

or pay raises as
llenge video for this
e outcomes of the two

ngeer feedback solicited for

raises as well?
dback to help you improve, and then

est information to use in determining pay raises?
t this information?
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