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Chapter

Managing Human
Resources

What Do | Need to Know?

1. Define human resource management and explain how HRM contributes to an
organization’s performance.

2. Identify the responsibilities of human resource departments.

3. Summarize the types of skills needed for human resource management.
4. Explain the role of supervisors in human resource management.

5. Discuss ethical issues in human resource management.

6. Describe typical careers in human resource management.

Introduction

Can a company operate without people? Moffatt/Rosenthal, a Portland, Oregon, ad
agency, came dangerously close to finding out. Toward the end of the 1990s, when the
search for talented employees was a challenge for almost any company, all but one of
the agency’s 13 employees left. Some were lured to the exciting world of Internet
commerce; others were laid off when clients shifted work to other agencies, as often
happens in the advertising business. Employees move on to new opportunities all the
time, but agency founders Al Moffatt and Rob Rosenthal were stunned by the impact
on their firm. Almost too late, they realized they needed to focus on their staff, not
just on their clients.

Moffatt and Rosenthal committed themselves to finding and keeping good people.
To make room in the budget for a top-notch business development executive, the




2 CHAPTER 1

LO1

human resource
management
(HRM)

The policies,
practices, and
systems that
influence
employees’
behavior, attitudes,
and performance.

FIGURE 1.1

Managing Human Resources

partners cut their own salaries. They studied the company’s history and concluded
that employees who initially had been stimulated by the challenge of building a new
company had grown bored once the company had established itself with a few big ac-
counts. The partners now found new employees and set out to make them want to
stay. They began to encourage greater employee creativity, taking on pro bono (char-
itable) assignments and giving employees free rein in creating promotional pieces for
the agency. They selected a challenging mission for Moffatt/Rosenthal—focusing on
brand promotion, a prestigious advertising specialty—to stimulate excitement and
long-term commitment among the new set of employees. Two years later, Moffatt/
Rosenthal had earned its biggest profits ever and was planning a big party to celebrate
its 10th anniversary.!

The changes that revitalized Moffatt/Rosenthal centered around human resource
management (HRM), the policies, practices, and systems that influence employees’
behavior, attitudes, and performance. Many companies refer to HRM as involving
“people practices.” Figure 1.1 emphasizes that there are several important HRM prac-
tices: 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 perfor-
mance (performance management), rewarding employees (compensation), creating a
positive work environment (employee relations), and supporting the organization’s
strategy (HR planning and change management). An organization performs best
when all of these practices are managed well. At companies with effective HRM, em-
ployees and customers tend to be more satisfied, and the companies tend to be more
innovative, have greater productivity, and develop a more favorable reputation in the
community.?

In this chapter, we introduce the scope of human resource management. We begin
by discussing why human resource management is an essential element of an organi-
sation’s succcess. We then turn to the elements of managing human resources: the
roles and skills needed for effective human resource management. Next, the chapter
describes how all managers, not just human resource professionals, participate in the
activities related to human resource management. The following section of the chap-

Human Resource Management Practices

Employee
relations

Analysis and
design of work

Strategic HRM

Company
Performance

Recruiting
Training and
development
Compensation




CHAPTER 1

ter addresses some of the ethical issues that arise with regard to human resource man-
agement. We then provide an overview of careers in human resource management.
The chapter concludes by highlighting the HRM practices covered in the remainder
of this book.

Human Resources and Company Performance

Managers and economists traditionally 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—equipment, technology, and facilities. How-
ever, research has demonstrated that HRM practices can be valuable.? Decisions such
as whom to hire, what to pay, what training to offer, and how to evaluate employee
performance directly affect employees’ motivation and ability to provide goods and
services that customers value. Companies that attempt to increase their competitive-
ness by investing in new technology and promoting quality throughout the organiza-
tion also invest in state-of-the-art staffing, training, and compensation practices.*

The concept of “human resource management” implies that employees are re-
sources of the employer. As a type of resource, human capital means the organization’s
employees, described in terms of their training, experience, judgment, intelligence,
relationships, and insight—the employee characteristics that can add economic value
to the organization. In other words, whether it manufactures automobiles or forecasts
the weather, for an organization to succeed at what it does, it needs employees with
certain qualities, such as particular kinds of training and experience. This view means
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, human resource management there-
fore contributes to such basic measures of an organization’s success as quality, prof-
itability, and customer satisfaction. Figure 1.2 shows this relationship.

Athleta Corporation, a catalog and Internet retailer of sports apparel, based in
Petaluma, California, demonstrates the importance of human capital to the company’s

Type of Human Capital
e Training

e Experience

e Judgment

¢ Intelligence

» Relationships

* Insight Organizational
Performance

* Quality

* Profitability

* Customer satisfaction

Human Resource
Management

Behavior of Human Capital

e Motivation
e Effort

Managing Human Resources

human capital

An organization’s
employees,
described in terms
of their training,
experience,
judgment,
intelligence,
relationships, and
insight.

FIGURE 1.2

Impact of Human
Resource Management
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At Southwest Airlines,
the company's focus is
on keeping employees
loyal, motivated, trained,
and compensated. In
turn, there is a low
turnover rate and a high
rate of customer
satisfaction.

bottom line. Athleta’s workforce is so committed to the company that turnover is less
than 1 percent (1 out of 100 employees leave the company in an average year), pro-
ductivity (output per worker) is increasing, and the company’s growth is skyrocket-
ing—it grew by five times in 2000 alone. One way the company has built a commit-
ted workforce is by cultivating a positive work environment. Most of Athleta’s 60
employees set their own work schedules and are permitted to take personal time dur-
ing the day. Employees take the initiative to learn one another’s jobs, so they can fill
in for one another during the day. Those who take time off for personal reasons will-
ingly work odd hours. The company encourages employees to take breaks for physi-
cal activity, and employees can even bring along their dogs, which join employees
outside for a run or to play catch. Employees use the open space preserve behind Ath-
leta’s facility to run, or they work out with the gym equipment set up in the company’s
storage area.’

Human resource management is critical to the success of organizations because
human capital has certain qualities that make it valuable. In terms of business
strategy, an organization can succeed if it has a sustainable competitive advantage (is bet-
ter than competitors at something, and can hold that advantage over a sustained pe-
riod of time). Therefore, we can conclude that organizations need the kind of re-
sources that will give them such an advantage. Human resources have these necessary
qualities:

e Human resources are valuable. High-quality employees provide a needed service as
they perform many critical functions.

e Human resources are rare in the sense that a person with high levels of the needed
skills and knowledge is not common. An organization may spend months looking
for a talented and experienced manager or technician.

e Human resources cannot be imitated. To imitate human resources at a high-
performing competitor, you would have to figure out which employees are provid-
ing the advantage and how. Then you would have to recruit people who can do
precisely the same thing and set up the systems that enable those people to imitate
your competitor.

e Human resources have no good substitutes. When people are well trained and
highly motivated, they learn, develop their abilities, and care about customers. It
is difficult to imagine another resource that can match committed and talented
employees. -

These qualities imply that human resources have enormous potential. An organization
realizes this potential through the ways it practices human resource management.
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Effective management of human resources can form the foundation of a high- high-performance
performance work system—an organization in which technology, organizational —Wwork system
structure, people, and processes all work together to give an organization an advan- An organization in
tage in the competitive environment. As technology changes the ways organizations Which technology,
manufacture, transport, communicate, and keep track of information, human re- °rdanizational |
source management must ensure that the organization has the right kinds of people ::;Cﬂ:;i'e F::eospaﬁ’
to meet the new challenges. Maintaining a high-performance work system may in- workptogeth er to
clude development of training programs, recruitment of people with new skill sets, give an organization
and establishment of rewards for such behaviors as teamwork, flexibility, and learn- 5 advantage in the
ing. In the next chapter, we will see some of the changes that human resource man- competitive
agers are planning for, and Chapter 16 examines high-performance work systems in  environment.

greater detail.

Responsibilities of Human LO2
Resource Departments

In all but the smallest organizations, a human resource department is responsible for
the functions of human resource management. On average, an organization has one
HR staff person for every 100 employees served by the department. Table 1.1 details
the responsibilities of human resource departments. These responsibilities include the
practices introduced in Figure 1.1 plus two areas of responsibility that support those
practices: (1) establishing and administering personnel policies and (2) ensuring
compliance with labor laws.

TABLE 1.1

Responsibilities of

FUNCTION
S HR Departments

RPC‘?M- ~ Recruiting; job postir interviewing; testing; coordinating use
gic.selec Liemporent bt e

Performance  Performance m asures; preparation and administration of
management performance appraisals; discipline

' Attitude ;‘ abor onsi ye’e handbooks;
j company publications; labor law compliance; relocation and

tpiaentsnrvi;es i

~ Policies to ensure lawful behavior; reporting; posting
information; safety inspections ?P_?biﬁty accommodations

SOURCE: Based on SHRM-BNA Survey No. 66, “Policy and Practice Forum: Human Resource
Activities, Budgets, and Staffs, 2000-2001,” Bulletin to Management, Bureau of National Affairs
Policy and Practice Series (Washington, DC: Bureau of National Affairs, June 28, 2001).
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job analysis

The process of
getting detailed
information about
jobs.

job design

The process of
defining the way
work will be
performed and the
tasks that a given
job requires.

recruitment

The process through
which the
organization seeks
applicants for
potential
employment.

selection

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.
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Although the human resource department has responsibility for these areas, many
of the tasks may be performed by supervisors or others inside or outside the organiza-
tion. No two human resource departments have precisely the same roles because of
differences in organization sizes and characteristics of the workforce, the industry, and
management’s values. In some companies, the HR department handles all the activ-
ities listed in Table 1.1. In others, it may share the roles and duties with managers of
other departments such as finance, operations, or information technology. In some
companies, the HR department actively advises top management. In others, the de-
partment responds to top-level management decisions and implements staffing, train-
ing, and compensation activities in light of company strategy and policies.

Let’s take an overview of the HR functions and some of the options available for
carrying them out. Human resource management involves both the selection of
which options to use and the activities of using those options. Later chapters of the
book will explore each function in greater detail.

Analyzing and Designing Jobs

To produce their given product or service (or set of products or services) companies
require that a number of tasks be performed. The tasks are grouped together in vari-
ous 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 qualifica-
tions to do the jobs well. This function involves the activities of job analysis and job
design. Job analysis is the process of getting detailed information about jobs. Job de-
sign is the process of defining the way work will be performed and the tasks that a
given job requires.

In general, jobs can vary from having a narrow range of simple tasks to having a
broad array of complex tasks requiring multiple skills. At one extreme is a worker on
an assembly line at a poultry-processing facility; at the other extreme is a doctor in an
emergency room. In the past, many companies have emphasized the use of narrowly
defined jobs to increase efficiency. With many simple jobs, a company can easily find
wotkers who can quickly be trained to perform the jobs at relatively low pay. How-
ever, greater concern for innovation and quality have shifted the trend to more use of
broadly defined jobs. Also, as we will see in Chapters 2 and 4, some organizations as-
sign work even more broadly, to teams instead of individuals.

Recruiting and Hiring Employees
Based on job analysis and design, an organization can determine the kinds of em-
ployees it needs. With this knowledge, it carties out the function of recruiting and
hiring employees. Recruitment is the process through which the organization seeks
applicants for potential employment. Selection refers to the process by which the or-
ganization attempts to identify applicants with the necessary knowledge, skills, abili-
ties, and other characteristics that will help the organization achieve its goals. An or-
ganization makes selection decisions in order to add employees to its workforce, as
well as to transfer existing employees to new positions. Selecting employees for over-
seas assignments can be especially challenging, as described in the nearby “Best Prac-
tices” box.

Approaches to recruiting and selection involve a variety of alternatives. The or-
ganization may actively recruit from many external sources, such as Internet job post-
ings, newspaper want-ads, and college recruiting events. Other organizations may rely



As companies expand globally,
- they are spending more time
and energy assessing
employees’ cultural fit for
overseas assignments. By one
estimate, the cost of a failed
overseas assignment ranges
from $200,000 to $500,000.
These costs result from lost
productivity, relocation,
recruitment, and severance pay.
The most common reason for a
failed overseas assignment is
choosing people who have the
technical skills needed to
perform the job but lack the
necessary personality
characteristics and family
support. In other words,
overseas assignments typically
fail because the employee or
family becomes homesick, or
the employee cannot interact
well with people in a different
culture.

Tricon Restaurants
International has planned
extensively to avoid these
pitfalls. Dallas-based Tricon is
the franchiser for over 10,000
overseas Kentucky Fried

Success in Global Fast Food Depends on Good
Selection for Overseas Assignments

Chicken, Pizza Hut, and Taco
Bell restaurants. The company
has 100 expatriates, including

20 Americans working overseas.

Rather than choosing
candidates who are merely
excited about an overseas
assignment and who have the
technical skills to perform the
job, Tricon is taking a closer
look at whether the candidates
also have the necessary
personality characteristics. In
particular, Tricon looks for the
ability to adapt to different
situations and the family
support needed to succeed in
overseas assignments.

To identify employees for
overseas assignments, Tricon
interviews candidates about the
position, the country’s culture,
and its marketplace. If there is
any doubt whether the
candidate can make the
adjustment, the company hires
a consulting firm to further
assess whether the candidate
has the personality needed to
succeed in an overseas

~ assignment. Some of the

i

ﬂ:&(ﬂ? |

personality characteristics
needed include empathy,
adaptability, and the ability to
interact with others (sociability).
If candidates pass the interview,
their peers and manager

' complete a feedback survey

about their strengths and
weaknesses to provide an
evaluation of their skills.

If the evaluation is positive,
the company sends the
candidates and their families

‘overseas for a week. During the

visit, local managers evaluate
each candidate while the family
evaluates the community. The
family spends time touring local
schools, exploring potential
housing locations, and meeting
with other expatriates in the
country, who tell them about
the local culture and
environment. If the local
managers find the candidate
acceptable, the candidate, with
input from his or her family, can
accept or reject the position.
SOURCE: Based on C. Patton, “Match

Game,” Human Resource Executive,
2001, pp. 36-41.

heavily on promotions from within and applicants referred by current employees. The
choice of recruiting methods is influenced by the types of positions to be be filled, as
well as by characteristics of the employer. A well-known employer in a large city may
receive so many applications for entry-level jobs that it need not recruit very actively.
Other positions are harder to fill. For ATX Forms, a developer of tax software, the big
challenge is the company’s location in cold, out-of-the way Caribou, Maine—not the
destination of choice for the majority of college graduates. ATX decided to focus its
recruiting on people who already have ties to the area. The company publicized
its generous pay for programmers, as well as a $5,000 bonus for signing on. ATX
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TABLE 1.2

Top 10 Qualities
Employers Seek in
Job Candidates

training

A planned effort to
enable employees
to learn job-related
knowledge, skills,
and behavior.

development

The acquisition of
knowledge, skills,
and behaviors that
improve an
employee’s ability to
meet changes in job
requirements and in
customer demands.

Managing Human Resources

2. Honesty/integrity

SOURCE: Natonal Association of Colleges and Employers, “Job Outlook 2002,” online version,
www.jobweb.com.

employees and their neighbors began encouraging their adult children to return to
Caribou; other adults who had planned to move away changed their minds in favor
of taking positions with ATX.6

At some organizations the selection process may focus on specific skills, such as ex-
perience with a particular programming language or type of equipment. At other or-
ganizations, selection may focus on general abilities, such as the ability to work as part
of a team or find creative solutions. The focus an organization favors will affect many
choices, from the way the organization measures ability, to the questions it asks in in-
terviews, to the places it recruits. Table 1.2 lists the top 10 qualities that employers
say they are looking for in job candidates, based on a survey by the National Associ-
ation of Colleges and Employers.

Training and Developing Employees

Although organizations base hiring decisions on candidates’ existing qualifications,
most organizations provide ways for their employees to broaden or deepen their
knowledge, skills, and abilities. To do this, organizations provide for employee train-
ing 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 teach employees safe work habits. Development involves acquiring
knowledge, skills, and behavior that improve employees’ ability to meet the chal-
lenges of a variety of new or existing jobs, including the client and customer demands
of those jobs. Development programs often focus on preparing employees for man-
agement responsibility. Likewise, if a company plans to set up teams to manufacture
products, it might offer a development program to help employees learn the ins and
outs of effective teamwork. Figure 1.3 illustrates examples of training and develop-
ment designed to increase the value of an organization’s human capital.

Decisions related to training and development include whether the organization
will emphasize enabling employees to perform their current jobs, preparing them for
future jobs, or both. An organization may offer programs to a few employees in whom
the organization wants to invest, or it may have a philosophy of investing in the train-
ing of all its workers. Some organizations, especially large ones, may have extensive
formal training programs, including classroom sessions and training programs on CD-
ROM. Other organizations may prefer a simpler, more flexible approach of encourag-
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FIGURE 1.3
How Training and Development Can Increase the Value of Human Capital

Example 1
Teach hOW to New ski"'
safely spot Spotting hazards
hazards Results:
e Safety-conscious
employees
* Fewer accidents

Safety Training

New behavior:
Noticing and
correcting hazards

Teach significance
of safe practices

Example 2
New knowledge:

How listening

affects results Results:

Better
communication
for teamwork
or management

Teach principles of
active listening

Development of

Listening Skills

New skill: Careful
listening :::Z';;:?kw'th

Practice active

ing employees to participate in outside training and development programs as needs
are identified.

Managing Performance

Managing human resources includes keeping track of how well employees are per-

forming relative to objectives such as job descriptions and goals for a particular posi-

tion. The process of ensuring that employees’ activities and outputs match the orga-

nization’s goals is called performance management. The activities of performance performance

management include specifying the tasks and outcomes of a job that contribute to the management

organization’s success. Then various measures are used to compare the employee’s per-  The process of

formance over some time period with the desired performance. Often, rewards—the ~ensuring that

topic of the next section—are developed to encourage good performance. employees’ activities
The human resource department may be responsible for developing or obtaining a': d outp e r,nat,Ch

questionnaires and other devices for measuring performance. The performance mea- : oea Ic;rgamzat'on s

sures may emphasize observable behaviors (for example, answering the phone by the BRA

second ring), outcomes (number of customer complaints and compliments), or both.

When the person evaluating performance is not familiar with the details of the job,

outcomes tend to be easier to evaluate than specific behaviors.” The evaluation may

focus on the short term or long term and on individual employees or groups. Typically,

the person who completes the evaluation is the employee’s supervisor. Often employ-

ees also evaluate their own performance, and in some organizations, peers and subor-

dinates participate, too.




