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Unit 1 HR Foundations

Any organization must operate with people. People are a necessary
resource that an organization depends on for performance and growth.
Without them, an organization cannot get its work done, thus endangering
its survival; with them, an organization may still suffer from various
problems they cause. Thus, how to get the right people and manage them
becomes a crucial issue for all organizations. In this book, we will talk
about the people who work 1 an organization and the best practices
mangers may utilize to maximize their potential: this is human resource

management.
L. Definitions of HR and HRM

1. What is HR?

There are different terms used to describe the people who work in a
certain organization: employees, associates (at Wal-Mart', for nstance),
personnel, human resources. None of these terms is better than the others,
and often they are used interchangeably. The term we have chosen for the
title of this book is human resources (HR). In fact, the term human
resources has gained widespread recognition over the past few years
because it expresses the belief that workers are a valuable and sometimes
irreplaceable resource. Nowadays many organizations have changed the
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name of their Personnel Department into Human Resource Management
Department, indicating their recognition of the vital importance of
employees. Some successful businessmen even claim that the competitive
focus between companies has transferred from financial capital to human
resources.

2. What is HRM?

Since human resources are so important for organizations, how to
manage them effectively is a critical matter for managers. The term human
resource management (HRM) means the design of formal systems in an
organization to ensure effective and efficient use of human talent to
accomplish organizational goals. Here formal systems are the policies and
practices developed in the organization to influence employees’ behavior,
attitudes, and performance. The major activities involved in HRM include:
analyzing work and designing jobs, attracting potential employees
(recruiting), choosing employees (selection), teaching employees how to
perform their jobs and preparing them for the future (training and
development), evaluating their performance (performance management),
rewarding employees (compensation), creating a positive work
environment (employee relations), and supporting the organization’s
strategy (HR planning and change management). In brief, HRM aims to
put the right kind and number of people in the right place at the right time.
For modern organizations experiencing fast-changing environments, the
core of HRM 1s to acquire and retain key employees’.

I1. Importance of HRM

Traditionally, managers and economists have seen human resource
management as a necessary expense, rather than as a source of value to
their organizations. Economic value is usually associated with capital like
2



equipment, technology, and facilities. However, research has demonstrated
that HRM practices can also add economic value to organizations, because
decisions such as whom to hire, what to pay, what traming to offer, and
how to evaluate employee performance directly affect employees’
motivation and ability to provide goods and services that customers value.
Companies with effective HRM tend to have more satisfied employees
and customers, tend to be more innovative, have greater productivity, and
develop a more favorable reputation in the community.

HRM demonstrates its importance in the following three aspects:

1. HRM can help an organization avoid some personnel mistakes.

Effective HRM can help managers in an organization avert some
mistakes. For example, with the aid of HRM, managers will not waste
time with useless interviews, hire the wrong person for the job, allow a
lack of training to undermine their departments’ effectiveness, experience
high turnover, or suffer lawsuits because of discriminatory actions. Usually,
these mistakes are very costly.

2. HRM can help ensure that an organization gets resuits.

Getting results 1s the bottom lne® of any orgamzation and the
fulfillment of organizational goals depends on the contributions of
employees. Without effective HRM, workers will not try their best, and
some may even intentionally do less than they should, perhaps because
they think their salaries are unfair or inequitable relative to others in the
organization. As a consequence, the organization may be unable to achieve
its desired results. In order to survive, the organization depends on HRM
to hire the right people for the right jobs and to motivate, appraise, and
develop them. In this way, employees will make use of ther knowledge
and skills to help the organization realize its goals.



3. HRM can help an organization develop sustainable competitive
advantage‘.

The most important function of human reseource management is
attracting and retaining talented people. These people serve as the source
of sustainable competitive advantage, because unlike other capital,
high-quality employees are rare and cannot be imitated. Usually an
organization may spend months looking for a person with high levels of
the needed skills and knowledge, and it is very hard for an organization to
find or train other people to match those talents in high-performing
competitive companies. This kind of competitive advantage is especially
important in a fast changing environment, because high-quality employees
can easily adapt to new changes by developing their own abilities.

People have enormous potential. An organization can realize this
potential only through the ways it practices HRM. Employees in today’s
organizations are not interchangeable, easily replaced parts of a system,
but the source of the company’s success or failure. By influencing who
works for the organization and how those people work, HRM contributes
to such basic measures of an organization’s success as quality, profitability,
and customer satisfaction.

II1. Functions of HRM

The important status of HRM in an organization is mainly derived
from the outcomes of many HRM activities. The major functions or
responsibilities of HRM are: job analysis and design, recruitment and
selection, training and development, compensation and benefits, employee
relations, performance appraisal, and support for strategy.

1. Job Analysis and Design
To produce their given product or service, companies require that a



number of tasks be performed. The tasks are grouped together in various
combinations to form jobs. Ideally, the tasks should be grouped in ways
that help the organization to operate efficiently and to obtain people with
the right qualifications to do the jobs well. In order to achieve this, HRM
involves the activities of job analysis and job design. Job analysis is the
process of getting detailed information about jobs. Job design is the
process of defining the way work will be performed and the tasks that a
given job requires.

2. Recruitment and Selection

Based on job analysis and design, an organization can determine the
kinds of employees it needs. With this knowledge, it carries out the
function of recruiting and selecting employees. Recruitment is the process
through which the organization seeks applicants for potential employment.
Selection refers to the process by which the organization attempts to
identify applicants with the necessary knowledge, skills, abilities, and
other characteristics that will help the organization achieve its goals. There
are a variety of approaches to recruiting and selection, so HR managers
must make choices. For instance, they should determine whether to recruit
from external sources or rely on promotions from within and employee
referrals’, and whether to select employees according to specific skills or
general abilities®.

3. Training and Development
Usually managers base their hiring decisions on candidates’ current
qualifications, but most organizations provide ways for their employees to
broaden or deepen their knowledge, skills, and abilities. To do this, HR
managers provide for employee training and development. Training is a
planned effort to enable employees to learn job-related knowledge, skills,
and behavior. For example, many organizations offer safety training to
5



teach employees safe work habits. Development involves acquiring
knowledge, skills, and behavior that improve employees’ ability to meet
the challenges of a variety of new or existing jobs. Training is designed to
provide the knowledge and skills needed for a particular job with a
short-term objective. On the other hand, development involves learning
that goes beyond today's job with a more long-term focus. Training and
development is important for an organization to be successful, because it is
a learning experience that seeks a relatively permanent change in
employees to improve their performance. Management is responsible for
deciding when employees are in need of training and development and
what form it should take.

4. Compensation and Benefits

The establishment of an effective compensation system is another
crucial function of HRM, because the pay and benefits that employees
receive play an important role in motivating them. When pay and benefits
are based on what employees really want and need, they produce the
greatest impact. HR managers need to make many decisions involving
compensation and benefits. For instance, they should decide how much to
offer in salary or wages, as opposed to bonuses, commissions, and other
performance-related pay’; which benefits to offer, from retirement plans to
various kinds of insurance; and how to administer employee compensation
and benefits programs.

5. Employee Relations

The relationship between managers and their employees must be
handled effectively if both the employees and the organization are to
prosper together. Organizations often depend on HR professionals to help
them identify and perform many of the tasks related to maintaining
positive relations with employees. Typically, an HR department should
6



establish policies related to hiring, discipline, promotions, benefits, and the

other activities of HRM; address employee rights and respect their privacy;
develop safety and health programs; ensure compliance with all relevant

labor laws; and manage union/management relations if there is a union in

the organization.

6. Performance Appraisal

Performance appraisal refers to a process in which employees and
teams are evaluated to determine how well they are performing their
assigned tasks. It is important for managers to help their employees
achieve the results expected. This is done through identifying and
communicating expected performance standards and then evaluating or
measuring performance against the standards.

7. Support for Strategy

As more organizations have come to appreciate the significance of
highly skilled human resources, many HR departments have taken an
active role in supporting the organization’s strategy. This function involves
two major activities: human resource planning and change management®.
Through HR planning, managers attempt to anticipate forces that will
influence the future supply of and demand for employees, and to identify
the numbers and types of employees the organization will require in order
to meet its objectives. Often, an organization’s strategy requires some type
of change—for example, adding, moving, or closing facilities; applying
new technology; or entering markets in other regions or countries.
Common reactions to change include fear, anger, and confusion. The
organization may turn to its HR department for help in managing the
change process.



IV. Cooperation between the HR Department and Line
Managers in HRM

HRM has so many complex functions, that it is almost impossible for
the people who staff the HR department to carry out HR activities
effectively by themselves. Undoubtedly, cooperation between the HR
department and line managers® in other departments is necessary for HR
efforts to succeed. In fact, all managers, regardless of their functional area,
their position in the hierarchy, and the size of the firm for which they work,
must deal effectively with HR issues because these issues are at the heart
of being a good manager.

Both the HR department and line managers have human resource
management responsibilities. The role of a company’s HR department is to
support, not supplant, managers’ HR responsibilities. For instance, the HR
department may develop a form to help managers measure the
performance of subordinates, but it is the managers who conduct the actual
evaluation. Stated another way, the HR department is primarily
responsible for helping the firm meet its business objectives by designing
HR programs, but often, other managers must carry out these programs.
Often it is very hard to dividle HRM responsibilities between the HR
department and line managers. The following table shows what such a

division might look like.



Table 1-1 Selected Activities Hlustrating Division of HR Responsibility Between

Line Managers and HR Department

DEPARTMENT
SUPERVISORS’  (LINE)
ACTIVITIES

HR SPECIALISTS’ (STAFF)
ACTIVITIES

I
Recruitment
and Selection

> Assist job analyst by
hstng  speafic duties and
responsibilities of job in question.

» Wnte job description and
Job specification based on input
from department supervisor

» Explain to HR future
staffing needs and sorts of
people needed to be hired.

» Develop personnel plans
showing promotable employees.

> Develop sources of qualified
applicants and engage 1In
recruiting activittes aimed at
developing pool of qualified
applicants.

» Describe “human
requirements” of job so HR
can develop selection tests.

» Conduct initial screemng
mterviews and refer feasible
candidates to department supervisor.

» Interview candidates and
make final selection decisions.

I
Training and
Development

» Orient employees
regarding the company and
job; instruct and train new
employees.

» Prepare training matenals,
orientation  documents, and
outlines.

» Evaluate and recommend
managers for developmental
activities.

» Provide leadership and
empowerment that  builds
effective work teams.

» Advise CEO regarding
development plan for managers
based on CEO’s stated vision of
firm’s future needs.

» Serve as resource for
providing mformation regarding
how to institute and operate
quality improvement programs
and team-building efforts.

» Use firm’s appraisal
forms to appraise employee
performance.

> Develop performance appraisal
tools and mamtain records of
appraisals.




» Assess subordmates’ carcer
progress and advise them

regarding career options

m

Compensation

> Assist HR by providing
information regarding nature
and relative worth of each
job, to serve as basis for
compensation decisions.

> Conduct job evaluation
procedures aimed at determining
relatne worth of each job mn
firm

» Decide on nature and
amounts of incentives to be
paid to subordinates.

» Conduct salary surveys to
determine how other firms are
paying same or similar positions

> Pecide on package of
benefits and services firm 1s
to offer.

» Serve as resource I
advising line management regardmg
financial incentives and pay plan
alternatives.

» Develop, in consultaion with
line management, firm’s benefits
and services packages including
health care options and pensions.

v
Labor
Relations

> Estabhsh day-to-day cimate
of mutual respect and trust
needed to maintain healthy
labor-management relations

> Diagnose underlying causes
of labor discontent with an eye
toward anticipating the sorts of
morale and other problems that
may lead to unionization efforts

» Consistently apply terms
of labor agreement.

» Tram line mangers regarding
interpretation of contract terms

and legal pitfalls to be avoided
dunng union orgamzing effort.

» Ensure that fim’s gnevance
process 1s functionmg 1n
manner consistent with labor
agreement and make final
decisions on grievances after

mvestlgatmg same.

» Advise managers regarding
how to handle grievances and

assist all parties mn reaching
agreements regarding gnevances.

» Work with HR m

negotiating collective bargammng
agreement.
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