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Preface

The importance of HR issues for managers and organizations is evident every
day. As indicated by frequent headlines and news media reports on downsizing,
workforce shortages, sexual harassment, union activity, and other topics, the
management of human resources is growing in impact throughout the United
States and the world. Many individuals are affected by HR issues; consequently,
they will benefit by becoming more knowledgeable about HR management.
Those interested in the field of HR management must know more about the
nature of various HR activities. Every manager's HR actions can have major con-
sequences for organizations. This book has been prepared to provide an
overview of HR management for students, HR practitioners, and others in
organizations.

A need exists for a moderately priced overview of HR management that both
HR practitioners and students can use. The positive reception of the first edition
of Human Resource Management: Essential Perspectives proved this. Consequently,
we are pleased to provide an updated version. In addition, this book presents
information in a way that makes sense to various industry groups and profes-
sional organizations. Finally, this condensed view of HR management also
addresses the tremendous interest in U.S. practices of HR management in other
countries, making it a valuable resource for managers worldwide.

As authors, it is our belief that this book will be a useful and interesting
resource for those desiring an overview of the important issues and practices in
HR management. It is our hope that this book will contribute to more effective
management of human resources in organizations.

Robert L. Mathis, Ph.D., SPHR
John H. Jackson, Ph.D.
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CHAPTER

Strategic Human Resource
Management and Planning

Human resources can and should play an integral role in the strategic management of an
organization. Human resources are increasingly seen as having the potential fo create com-
pefitive advantage for an organization.

Throughout the book, it will be emphasized that the people as human

resources may contribute to and affect the competitive success of the
organization. Human resource (HR) management deals with the design of for-
mal systems in an organization to ensure the effective and efficient use of
human talent to accomplish organizational goals.

The people in an organization can provide a competitive advantage.

HR MANAGEMENT CHALLENGES

The environment faced by HR management is a challenging one because
changes are occurring rapidly across a wide range of issues. A study by the
Hudson Institute, entitled Workforce 2020, has highlighted some of the more
important workforce issues that are identified in the following sections.!

Economic and Technological Change

Several economic changes have altered employment and occupational patterns
in the United States. A major change is the shift of jobs from manufacturing and
agriculture to service industries and telecommunications. This shift has meant
that some organizations have had to reduce the number of employees, while
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others have had to attract and retain employees with different capabilities than
previously were needed.

Occupational Shifts

Projections of the growth and decline in jobs illustrate the economic and
employment shifts currently occurring. It is interesting to note that most of the
fastest-growing occupations percentagewise are related to information technol-
ogy or health care. The increase in technology jobs is due to the rapid increase
in the use of information technology, such as databases, system design and analy-
sis, and desktop publishing. The health-care jobs are growing as a result of the
aging of the U.S. population and workforce, a factor discussed later. Due to the
increased use of information technology, global linkages are now more exten-
sive, resulting in production and transportation being coordinated worldwide.
Loss of manufacturing jobs in the United States has been replaced with jobs in
information technology, financial services, health care, and retail services. In
summary, the U.S. economy is becoming a service economy, and that shift is
expected to continue. More than 80% of U.S. jobs are in service industries, and
most new jobs created by 2006 also will be in services. It is estimated that manu-
facturing jobs will represent only 12 to 15% of all U.S. jobs by that date.?

Workforce Availability and Quality

In many parts of the United States today, significant workforce shortages exist
due to an inadequate supply of workers with the skills needed to perform the
jobs being added. In the last several years news reports have regularly described
tight labor markets, with unemployment rates in some locales below 3%. Also,
industries and companies continually report shortages of qualified, experienced
workers. Today contingent workers (temporary workers, independent contractors,
leased employees, and part-timers) represent more than 20% of the workforce.
Many employers operate with a core group of regular employees with critical
skills, and then expand and contract the workforce through the use of contin-
gent workers. This practice requires determining staffing needs and deciding in

advance which employees and positions should form the core group and which
should be more fluid.

Demographics and Diversity

The U.S. workforce has been changing dramatically. It is more diverse racially,
women are in the labor force in much greater numbers than ever before, and
the average age of the workforce is now considerably older than before. As a
result of these demographic shifts, HR management in organizations has had to
adapt to this more varied labor force both externally and internally. Projections
by the U.S. Bureau of Labor Statistics are that the racial/ethnic mix of the U.S.
workforce will continue to shift. The white labor force is expected to decline
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from 80% of the workforce in 1986 to about 73% by 2006. It is projected that by
2020, about 20% of the U.S. population will be age 65 or older, and that there
will be as many people over age 65 as there will be ages 20-35. The aging of the
population also is reflected in the occupational shifts noted previously. The
growth in medically related jobs will be due primarily to providing care to older
people, who will live longer and need greater medical care. Taken together,
these aging issues mean that HR professionals will continue to face significant
staffing difficulties. Efforts to attract older workers through the use of part-time
and flexible staffing will increase.3 Also, as more older workers with a lifetime of
experience and skills retire, HR will face significant challenges in replacing
them with workers who have similar capabilities and work ethic.

Balancing Work and Family

For many workers in the United States, balancing the demands of family and
work is a significant challenge. While this balancing has always been a concern,
the growth in the number of working women and dual-career couples has result-
ed in greater tensions for many workers. To respond to these concerns, many
employers are facing pressures to provide “family-friendly” policies and benefits.
The assistance given by employers ranges from maintaining references on child-
care providers to establishing on-site child-care and elder-are facilities. Also,
according to the Family and Medical Leave Act employers with at least fifty work-
ers must provide up to twelve weeks of unpaid parental/family leave.

Organizational Restructuring

Many organizations have restructured in the past few years in order to become
more competitive. As part of the organizational changes, many organizations
have “rightsized” by either (1) eliminating layers of managers, (2) closing facil-
ities, (3) merging with other organizations, or (4) outplacing workers. A com-
mon transformation has been to flatten organizations by removing several layers
of management and to improve productivity, quality, and service while also
reducing costs. As a result, jobs are redesigned and people affected. One of the
challenges that HR management faces with organizational restructuring is deal-
ing with the human consequences of such change.

HR MANAGEMENT ACTIVITIES

The central focus for HR management must be on contributing to organiza-
tional success. As Figure 1-1 depicts, HR management usually is composed of
several groups of interlinked activities. However, the performance of these HR
actwvities is done in the context of a specific organization, which is represented
by the inner rings in Figure 1-1. All managers with HR responsibilities must con-
sider ¢xternal environmental forces—such as legal, political, economic, social,
cultural, and technological ones—when addressing HR activities.
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FIGURE 1-1 Management Activities
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HR Planning and Analysis

HR planning and analysis activities have several facets. Through HR planning,
managers attempt to anticipate forces that will influence the future supply of
and demand for employees. Having a human resource information system (HRIS) to
provide accurate and timely information for HR planning is crucial.

Equal Employment Opportunity

Compliance with equal employment opportunity (EEO) laws and regulations
affects all other HR activities. For instance, strategic HR plans must ensure avail-
ability of a diversity of individuals to meet affirmative action requirements. In addi-
tion, when recruiting, selecting, and training individuals, all managers must be
aware of EEO requirements.

Staffing

The aim of staffing is to provide an adequate supply of qualified individuals to
fill the jobs in an organization. By studying what workers do, job analysis provides
the foundation for the staffing function. From this, job descriptions and job specifi-
cations can be prepared and used to recruit applicants for job openings. The selec-
tion process is then concerned with choosing the most qualified individuals to fill
jobs in the organization.

HR Development

Beginning with the orientation of new employees, HR training and development
also includes job-skill training. As jobs evolve and change, ongoing retraining is
necessary to accommodate technological changes. Encouraging development of
all employees, including supervisors and managers, is necessary to prepare
organizations for future challenges. Career planning identifies paths and activi-
ties for individual employees as they develop within the organization. Assessing

how employees perform their jobs and make improvements is the focus of per-
Jormance management.

Compensation and Benefits

Compensation rewards people for performing organizational work through pay,
incentives, and benefits. Employers must develop and refine their basic wage and
salary systems. Also, incentive programs such as gainsharing are growing in usage.
The rapid increase in the costs of benefits, especially health-care benefits, will
continue to be a major issue.



