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'Chapter 1

Introduction to Human
Resource Management

% Learning Objectives
When you finish studying this chapter, you should be able to.

» define Human Resource Management ;

»> understand the responsibilities of HR department
» discuss the changing environment of HRM ;

> describe the changing role of HRM.

% Chapter Outline

» Definition of HRM

» Responsibilities of HRM

» Changing Environment of HRM
»> Changing Role of HRM
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As a new member of the board of directors

" for a local bank, Peter was being introduced to all

the employees in the home office. When he was

introduced to Mary, he was curious about her work and

asked people in her office what her machine did. Mary replied

that she really did not know what the machine was called or what

it did. She explained that she had only been working there for two

months. She did, however, know precisely how to operate the machine.
According to her supervisor, she was an excellent employee.

At one of the branch offices, the supervisor in charge spoke to Peter
confidentially, telling him that “something was wrong”, but she didn’t know
what. For one thing, she explained, employee turnover was too high, and no
sooner had one employee been put on the job than another one resigned. With
customers to see and loans to be made, she explained, she had little time to
work with the new employees as they came and went.

All branch supervisors hired their own employees without communication

with the home office or other branches. When an opening was available , the

supervisor tried to find a suitable employee to replace the worker who had
quit.

After touring the 22 branches and finding similar problems in many of
them, Peter wondered what the home office should do or what action
he should take. The banking firm was generally regarded as a well-run
institution that had grown from 26 to 190 employees. He didn’t know
“’»f_:‘;_\whether to report his findings to the president.




- \\\
@/ Question

1. Do you think setting up an HR department in the home office would help?
2. What specific functions should an HR department carry out?
3. What HRM functions should be carried out by supervisors?
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1.1 What Is Human Resource Management?

Human Resource Management( HRM ) refers to the practices and policies one needs to
carry out about the “people” or human resource aspects of a management position, including

recruiting, screening, training, rewarding and appraising.

ﬁ%& Discussion

Why is HRM important to all managers?

Why is HRM important to all managers? Perhaps it’s easier to answer this question by
listing some of the personnel mistakes you don’t want to make while managing. For instance,
you don’t want to.

» hire the wrong staff for the job;

> find your staff not doing their best;

Part | - Chapter 1
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» experience high staff turnover;

> waste time with useless interviews;

» commit any unfair labor practices;

> have some of your employees think their salaries are unfair and inequitable relative to others
in the organization;

> allow a lack of training to undermine your department’s effectiveness.

In most cases, managers are successful because they have hired the right people for the

right jobs and have motivated, appraised, and developed them.

1.2 HRM Functions

The Human Resource Management (HRM) function includes a variety of activities, and
the key among them is deciding what staffing needs you have and whether to use independent
contractors or hire employees to fill these needs, recruiting and training the best employees,
ensuring they are high performers, dealing with performance issues, and ensuring your
personnel and management practices conform to various regulations. Activities also include
managing your approach to employee benefits and compensation, employee records and
personnel policies.

HR manager usually carries out three distinct functions :

» A line function. The HR manager performs a line function by directing the activities of the
staff in his or her own department and in service areas.

» A coordinative function. HR managers also work as coordinators of personnel activities, a duty
often referred to as functional control. Here the HR manager and department act as “the right
arm” of the top executive to assure him or her that HR objectives, policies, and procedures that
have been approved and adopted are being consistently carried out by line managers.

» Service functions. HR assists line managers in the hiring, training, evaluating, rewarding ,
counseling, promoting, and firing of employees. It also administers various benefit
programs. HR must take responsibility for clearly defining how management should be
treating employees and representing the interests of employees within the framework of its

primary obligation to senior management.

1.3 The Changing Environment of HRM

1.3.1 Globalization

Globalization refers to the tendency of companies to extend their sales or manufacturing




to new markets abroad. Globalization has substantially increased global competition. It has
made human resource issues more complicated, such as identify capable expatriate managers
who live and work overseas; design training programs and development opportunities to
enhance the managers’ understanding of foreign cultures and work practices; and adjust
compensation plans to ensure that pay schemes are fair and equitable across individuals in

different regions with different costs of living.

1.3.2 Deregulation

With China’s accession to WTO, most industries must now compete nationally and
internationally without the protection of government regulated prices and entry tariffs. One
consequence has been the sudden and dramatic opening of various markets to competition
from abroad. Companies must be better, faster, and more competitive. They are also

required to get and stay “lean and mean”.

1.3.3 Technological Developments
Technology has been forcing—and enabling — companies to become more competitive.
The most central use of technology in HRM is an organization’s Human Resource Information

System ( HRIS). An HRIS provides current and accurate data for purposes of control and

decision-making; in this sense it moves beyond simply storing and retrieving information to
include broader applications such as producing reports, forecasting HR needs, strategic

planning, career and promotion planning, and evaluating HR policies and practices.

1.3.4 Trends in the Nature of Work

Globalization, deregulation and technology are changing the nature of jobs and work.
For instance, there has been a gradual shift from manufacturing jobs to service jobs. The
service jobs will require new types of “knowledge” workers, new HR management methods
to manage them and a new focus on human capital. Human capital refers to the knowledge,
education, training, skills, and expertise of a firm’s workers’, and it’s more important than it
has ever been before. New HR systems and skills will be required to select, train, and

motivate such employees and to win their commitment.

1.3.5 Workforce Diversity
Workforce diversity is another major work-related trend. Specifically, the workforce is
becoming more diverse as women, migrant workers, and older workers flood the workforce.

Increased diversity will provide many challenges for HR management. To accommodate the
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shift in demographics, many organizations have to increase their efforts to recruit and train a

more diverse workforce.

1.4 The Changing Role of HRM

The role of HRM has been changing to help companies achieve structural and cultural

changes. So far, HR has gone through several changes.

In the early 1900s personnel department first took over hiring and firing from
supervisors, ran the payroll department, and administered benefit plans. The job consisted
largely of ensuring that procedures were followed. As technology in such areas as testing and
interviewing began to emerge, the personnel department began to play an expanded role in

employee selection, training and promotion.

In the 1930s the emergence of union legislation led to a second phase in personnel

management and a new emphasis on protecting the firm in its interaction with unions.

The discrimination legislation of the 1960s and 1970s triggered a third phase. Because of
the large penalties that lawsuits could bring to a company, effective personnel practices
became more important. In this phase, personnel continued to provide expertise in areas like

recruitment, screening, and training, albeit in a more expanded role.

Today, personnel is speeding through a fourth phase, and its role is shifting from
protector and screener to strategic partner and change agent. This reflects a fact of corporate
life today: in today’s flattened, downsized, and high-performing organizations, highly

trained and committed employees —not machines—are often the firm’s competitive key.

1.4.1 HR and Employee Commitment

The employee commitment—an employee’s identification with and agreement to pursue
the company’s or the unit’s mission—is essential when so many jobs involve high-tech work
and teamwork. HR can be crucial here. For instance, two-way communications foster
commitment, and companies like Toyota have installed HR programs that guarantee two-way
communications and fair treatment of all employees’ grievances and disciplinary concerns.
High-commitment companies also tend to engage in employee development practices, which

aim to ensure that employees can use all their skills and gifts at work. HR is also crucial

AY ‘Zwé




here, for instance, in establishing career-oriented performance appraisal procedures and

effective training and development practices.

1.4.2 HR and Performance

HR can improve employees’ performance in many ways. The HR department generally
plays the central role in planning and implementing corporate downsizing, and taking steps
to maintain the morale of the remaining employees. HR also helps employees adapt to the
increased pressures in their downsized departments by helping them learn to prioritize tasks
and reduce job stress. In making companies better and more competitive, HR can also help
make companies faster — more responsive to product and technological innovations, and
competitors’ moves. For example, downsizing, flattening the pyramid, empowering
employees, and organizing around teams — all HR jobs — are aimed at improving
communications and making it easier for decisions to be made, so the company can
respond more quickly to its customers’ needs and its competitors’ challenges. At Levi
Strauss, for instance, HR helped create the firm’s new team-based alternative
manufacturing system. This system ties employees’ compensation incentives to team goals
and, along with Levi’s new flexible-hours program, helps inject more flexibility into the

firm’s production process.

1.4.3 HR and Corporate Strategy

The most striking change in HR’s role today is its growing involvement in developing
and implementing the company’s strategy. Today strategies increasingly depend on
strengthening organizational competitiveness and on building committed work teams, and
these put HR in a central role. We’ve seen that in a fast-changing, globally competitive and
quality-oriented industrial environment, it’s often the firm’s employees—its human resources—
who provide the competitive key. It is thus now increasingly common to involve HR in the
earliest stages of developing and implementing the firm’s strategic plan, rather than to let HR

react to it.

1.4.4 HR as a Competitive Advantage

In today’s competitive global marketplace, maintaining a competitive advantage puts a
premium on having a committed and competent workforce. Low-cost, high-quality cars like
Toyotas and Saturns aren’t just a product of sophisticated automated machines. Instead they’re
a result of committed employees all working hard to produce the best cars that they can at the
lowest possible cost.
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