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PREFACE"

The choppy and slow recovery of the U.S. economy means that both con-
sumers and businesses are carefully considering their spending patterns and
investments. Both private-and public-sector employers are calling back work-
ers laid off during the recession and/or cautiously adding new employees if
they see an increased demand for their products or services. Some companies
are struggling to find qualified, talented, and skilled employees despite the
many workers available due to the high unemployment rate. Also, they are
continuing to examine how they can improve their “bottom line” while reduc-
ing costs. This has resulted in not only considering purchasing new technol-
ogy and upgrading equipment, but putting a greater emphasis on ensuring
that management practices and working conditions help employees work
harder and smarter.

At the same time companies are taking steps to deal with the current eco-
nomic conditions, they are also paying closer attention to how to engage in
business practices that are economically sound but sustainable. That is, busi-
ness practices that are ethical, protect the environment, and contribute to the
communities from which the business draws the financial, physical, and human
resources needed to provide its product and services. Consumers are demand-
ing accountability in business practices: making money for shareholders should
not involve abandoning ethics, ruining the environment, or taking advantage of
employees from developing countries!

Regardless of whether a company’s strategic direction involves downsizing,
restructuring, growth, or a merger or acquisition, how human resources are
managed is crucial for providing “value” to customers, shareholders, employ-
ees, and the community in which they are located. Our definition of “value”
includes not only profits but also employee growth and satisfaction, additional
employment opportunities, stewardship of the environment, and contributions
to community programs. If a company fails to effectively use its financial capi-
tal, physical capital, and human capital to create “value,” it will not survive.
The way a company treats its employees (including those who are forced to
leave their jobs) will influence the company’s public reputation and brand as
a responsible business, and its ability to attract talented employees. For exam-
ple, the human resource practices at companies such as Google, SAS, REI, and
Wegmans Food Markets helped them earn recognition on Fortune magazine’s
recent list of the “The Top 100 Companies to Work For.” This kind of publicity
creates a positive image for these companies, helping them attract new employ-
ees, motivate and retain their current employees, and make their products and
services more desirable to consumers.

We believe that all aspects of human resource management—including how
companies interact with the environment; acquire, prepare, develop, and com-
pensate employees; and design and evaluate work—can help companies meet
their competitive challenges and create value. Meeting challenges is necessary
to create value and to gain a competitive advantage.

* RERE TRIFBHR, S AREMS. —SmEE



Preface

The Competitive Challenges

The challenges that organizations face today can be grouped into three
categories:

* The sustainability challenge. Sustainability refers to the ability of a company
to survive and succeed in a dynamic competitive environment. Sustainability
depends on how well a company meets the needs of those who have an inter-
est in seeing that the company succeeds. Challenges to sustainability include
the ability to deal with economic and social changes, engage in responsible
and ethical business practices, efficiently use natural resources and protect
the environment, provide high-quality products and services, and develop
methods and measures (also known as metrics) to determine if the company
is meeting stakeholder needs. To compete in today’s economy companies
use mergers and acquisitions, growth, and downsizing. Companies rely on
skilled workers to be productive, creative, and innovative and to provide
high-quality customer service; their work is demanding and companies can-
not guarantee job security. One issue is how to attract and retain a committed,
productive workforce in turbulent economic conditions that offer oppor-
tunity for financial success but can also turn sour, making every employee
expendable. Forward-looking businesses are capitalizing on the strengths of
a diverse multigenerational workforce. The experiences of Enron, News of the
World, and Lehman Brothers provide vivid examples of how sustainability
depends on ethical and responsible business practices, including the manage-
ment of human resources. Another important issue is how to meet financial
objectives through meeting both customer and employee needs. To meet the
sustainability challenge companies must engage in human resource manage-
ment practices that address short-term needs but help ensure the long-term
success of the firm. The development and choice of human resource manage-
ment practices should support business goals and strategy.

The role of ethical behavior in a company’s sustainability has led us to
include more discussion and examples of “integrity in action” in this edition.
The actions of top executives and managers show employees how serious
they are about human resource management practices. Also, employees look
at their behaviors to determine if they are merely giving “lip service” to ethi-
cal behavior or if they genuinely care about creating an ethical workplace. As
a result, in this edition of the book we include Integrity in Action boxes that
highlight good (and bad) decisions about HR practices made by top execu-
tives, company leaders, and managers that either reinforce (or undermine)
the importance of ethical behavior in the company.

* The global challenge. Companies must be prepared to compete with com-
panies from around the world either in the United States or abroad. Compa-
nies must both defend their domestic markets from foreign competitors and
broaden their scope to encompass global markets. Globalization is a continu-
ing challenge as companies look to enter emerging markets in countries such
as Brazil and China to provide their products and services.

* The technology challenge. Using new technologies such as computer-aided
manufacturing, virtual reality, and social media can give companies an edge.
New technologies can result in employees “working smarter” as well as



providing higher-quality products and more efficient services to customers.
Companies that have realized the greatest gains from new technology have
human resource management practices that support the use of technology to
create what is known as high-performance work systems. Work, training pro-
grams, and reward systems often need to be reconfigured to support employ-
ees’ use of new technology. The three important aspects of high-performance
work systems are (1) human resources and their capabilities, (2) new tech-
nology and its opportunities, and (3) efficient work structures and policies
that allow employees and technology to interact. Companies are also using
social media and e-HRM (electronic HRM) applications to give employees
more ownership of the employment relationship through the ability to enroll
in and participate in training programs, change benefits, communicate with
co-workers and customers online, and work “virtually” with peers in geo-
graphically different locations.

We believe that organizations must successfully deal with these challenges to
create and maintain value, and the key to facing these challenges is a motivated,
well-trained, and committed workforce.

The Changing Role of the Human Resource
Management Function

The human resource management (HRM) profession and practices have under-
gone substantial change and redefinition. Many articles written in both the
academic and practitioner literature have been critical of the traditional HRM
function. Unfortunately, in many organizations HRM services are not provid-
ing value but instead are mired down in managing trivial administrative tasks.
Where this is true, HRM departments can be replaced with new technology or
outsourced to a vendor who can provide higher-quality services at a lower cost.
Although this recommendation is indeed somewhat extreme (and threatening
to both HRM practitioners and those who teach human resource management!),
it does demonstrate that companies need to ensure that their HRM functions are
creating value for the firm.

Technology should be used where appropriate to automate routine activities,
and managers should concentrate on HRM activities that can add substantial
value to the company. Consider employee benefits: Technology is available to
automate the process by which employees enroll in benefits programs and to
keep detailed records of benefits usage. This use of technology frees up time for
the manager to focus on activities that can create value for the firm (such as how
to control health care costs and reduce workers’ compensation claims).

Although the importance of some HRM departments is being debated, every-
one agrees on the need to successfully manage human resources for a company
to maximize its competitiveness. Several themes emerge from our conversations
with managers and our review of research on HRM practices. First, in today’s
organizations, managers themselves are becoming more responsible for HRM
practices and most believe that people issues are critical to business success. Sec-
ond, most managers believe that their HRM departments are not well respected
because of a perceived lack of competence, business sense, and contact with
operations. A study by Deloitte consulting and The Economist Intelligence Unit

Preface
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found that only 23% of business executives believe that HR currently plays a sig-
nificant role in strategy and operational results. Third, many managers believe
that for HRM practices to be effective they need to be related to the strategic
direction of the business. This text emphasizes how HRM practices can and
should contribute to business goals and help to improve product and service
quality and effectiveness. An important way, which we highlight throughout
the text, is through using ”Big Data” and evidence-based HR to demonstrate the
value of HRM practices.

Our intent is to provide students with the background to be successful HRM
professionals, to manage human resources effectively, and to be knowledgeable
consumers of HRM products. Managers must be able to identify effective HRM
practices to purchase these services from a consultant, to work with the
HRM department, or to design and implement them personally. The text empha-
sizes how a manager can more effectively manage human resources and high-
lights important issues in current HRM practice.

We think this book represents a valuable approach to teaching human
resource management for several reasons:

* The text draws from the diverse research, teaching, and consulting experi-
ences of four authors who have taught human resource management to
undergraduates, traditional day MBA students as a required and elective
course, and more experienced managers and professional employees in
weekend and evening MBA programs. The teamwork approach gives a depth
and breadth to the coverage that is not found in other texts.

¢ Human resource management is viewed as critical to the success of a busi-
ness. The text emphasizes how the HRM function, as well as the management
of human resources, can help companies gain a competitive advantage.

* The book discusses current issues such as social networking, talent manage-
ment, diversity, and employee engagement, all of which have a major impact
on business and HRM practice.

¢ Strategic human resource management is introduced early in the book and inte-
grated throughout the text.

* Examples of how new technologies are being used to improve the efficiency and
effectiveness of HRM practices are provided throughout the text.

* We provide examples of how companies are evaluating HRM practices to deter-
mine their value.

* The Chapter openers, in-text boxes, and end-of-chapter materials provide ques-
tions that provide students the opportunity to discuss and apply HR concepts to
a broad range of issues including strategic human resource management, HR in
small businesses, ethics and HR’s role in helping companies achieve sustainabil-
ity, adopt and use technology, adapt to globalization, and practice integrity. This
should make the HR classroom more interactive and increase students’ under-
standing of the concepts and their application.

Organization

Human Resource Management: Gaining a Competitive Advantage includes an intro-
ductory chapter (Chapter 1) and five parts.

Chapter 1 provides a detailed discussion of the global, new economy, stake-
holder, and work system challenges that influence companies’ abilities to



successfully meet the needs of shareholders, customers, employees, and other
stakeholders. We discuss how the management of human resources can help
companies meet the competitive challenges.

Part 1 includes a discussion of the environmental forces that companies face
in attempting to capitalize on their human resources as a means to gain competi-
tive advantage. The environmental forces include the strategic direction of the
business, the legal environment, and the type of work performed and physical
arrangement of the work.

A key focus of the strategic human resource management chapter is highlight-
ing the role that staffing, performance management, training and development,
and compensation play in different types of business strategies. A key focus of
the legal chapter is enhancing managers’ understanding of laws related to sexual
harassment, affirmative action, and accommodations for disabled employees.
The various types of discrimination and ways they have been interpreted by the
courts are discussed. The chapter on analysis and design of work emphasizes
how work systems can improve company competitiveness by alleviating job
stress and by improving employees” motivation and satisfaction with their jobs.

Part 2 deals with the acquisition and preparation of human resources, includ-
ing human resource planning and recruitment, selection, and training. The
human resource planning chapter illustrates the process of developing a human
resource plan. Also, the strengths and weaknesses of staffing options such as
outsourcing, use of contingent workers, and downsizing are discussed. Strat-
egies for recruiting talented employees are emphasized. The selection chapter
emphasizes ways to minimize errors in employee selection and placement to
improve the company’s competitive position. Selection method standards such
as validity and reliability are discussed in easily understandable terms without
compromising the technical complexity of these issues. The chapter discusses
selection methods such as interviews and various types of tests (including per-
sonality, honesty, and drug tests) and compares them on measures of validity,
reliability, utility, and legality.

We discuss the components of effective training systems and the manager’s
role in determining employees’ readiness for training, creating a positive learn-
ing environment, and ensuring that training is used on the job. The advantages
and disadvantages of different training methods are described, such as e-learn-
ing and mobile training.

Part 3 explores how companies can determine the value of employees and
capitalize on their talents through retention and development strategies. The
performance management chapter examines the strengths and weaknesses of
performance management methods that use ratings, objectives, or behaviors.
The employee development chapter introduces the student to how assessment,
job experiences, formal courses, and mentoring relationships are used to develop
employees. The chapter on retention and separation discusses how managers
can maximize employee productivity and satisfaction to avoid absenteeism and
turnover. The use of employee surveys to monitor job and organizational char-
acteristics that affect satisfaction and subsequently retention is emphasized.

Part 4 covers rewarding and compensating human resources, including
designing pay structures, recognizing individual contributions, and providing
benefits. Here we explore how managers should decide the pay rate for differ-
ent jobs, given the company’s compensation strategy and the worth of jobs. The
advantages and disadvantages of merit pay, gainsharing, and skill-based pay
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are discussed. The benefits chapter highlights the different types of employer-
provided benefits and discusses how benefit costs can be contained. Interna-
tional comparisons of compensation and benefit practices are provided.

Part 5 covers special topics in human resource management, including labor-
management relations, international HRM, and managing the HRM function.
The collective bargaining and labor relations chapter focuses on traditional issues
in labor-management relations, such as union structure and membership, the
organizing process, and contract negotiations; it also discusses new union agen-
das and less adversarial approaches to labor-management relations. Social and
political changes, such as introduction of the euro currency in the European Com-
munity, are discussed in the chapter on global human resource management.
Selecting, preparing, and rewarding employees for foreign assignments is also
discussed. The text concludes with a chapter that emphasizes how HRM practices
should be aligned to help the company meet its business objectives. The chapter
emphasizes that the HRM function needs to have a customer focus to be effective.
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