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An Overview of Human
Resource Management

Managing Human Resources

Imagine trying to run a business where you have to replace every empioyee two
or three times a year. If that sounds chaotic, you can sympathize with the challenge
facing Rob Cecere when he took the job of regional manager for a group of eight
Domino’s Pizza stores in New Jersey. In Cecere’s region, store managers were
quitting after a few months on the job. The lack of consistent leadership at the store
level contributed to employee turnover rates' of up to 300 percent a year (one
position being filled three times in a year). In other words, new managers
constantly had to find, hire, and train new workers—and rely on inexperienced
people to keep customers happy. Not surprisingly, the stores in Cecere’ s new
territory were failing to meet sales goals.

Cecere made it his top goal to build a stable team of store managers who in
turn could retain employees at their stores. He held a meeting with the managers
and talked about improving sales, explaining, “It’s got to start with people” hiring
good people and keeping them on board. He continues to coach his managers,
helping them build sales and motivate their workers through training and patience.
In doing so, he has the backing of Domino’s headquarters. When the company’s
cﬁrrent chief executive, David Brandon, took charge in 1999, he was shocked by
the high employee turnover® (then 158 percent nationwide), and he made that
problem his priority. Brandon doubts the pay rates are what keeps employees with
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any fast-food company; instead, he emphasizes careful hiring, extensive
coaching®, and opportunities to earn promotion. In the years since Brandon became
CEO, employee turnover at Domino’s has fallen. And in New Jersey, Cecere is
beginning to see results from his store managers as well.

The challenges faced by Domino’s are important dimensions of 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.” There are several important HRM practices:
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 (employment 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, employees 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.

* 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 organization.
Economic value is usually associated with capital—cash, eguipment, technoiogy,
and facilities. However, 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 empioyees’ motivation and
ability to provide goods and services that customers value. Companies that attempt
to increase their competitiveness’ by investing in new technology and promoting
quality throughout the organization also invest in state-of-the-art staffing, training,
and compensation practices.

The concept of *human resource management” implies that employees are
resources 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
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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 gualities, 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 therefore contributes to such
basic measures of an organization’s success as quality, profitability, and customer
satistaction.

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 better than competitors at something, and can hold that advantage
over a sustained period of time). Therefore, we can conclude that organizations
need the kind of resources that will give them such an advantage. Human resources
have these necessary qualities:

« Human resources are valuable. High-quality employees provide a needed

service as they perform many critical functions.

*» 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.

« Human resources cannot be imitated. To imitate human resources at a high-
performing competitor, you would have to figure out which employees are
providing 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 you competitor.

« 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.

Effective management of human resources can form the foundation of a high-
performance work system’—an organization in which technology, organizational
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structure, people, and processes all work together to give an organization an advantage
in the competitive environment. As technology changes the ways organizations
manufacture, transport, communicate, and keep track of information, human resource
management must ensure that the organization has the right kinds of people to meet the
new challenges. Maintaining a high-performance work system may include development of
training programs, recruitment of people with new skill sets, and establishment of rewards

for such behaviors as teamwork, flexibility, and learning.

* Responsibilities of Human 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.

The following table details the responsibilities of human resource departments:

FUNCTION RESPONSIBILITIES

analysis and design of work | work analysis; job design; job descriptions

) ) recruiting® ; job posting; interviewing; testing; coordinating
recruitment and selection
use of temporary labor

training and development orientation® ; skills training; career development programs

performance measure; preparation and administration of
performance management . o
performance appraisals; discipline

wage and salary administration; incentive pay; insurance;
compensation and benefits vacation leave administration; retirement plans; profit

sharing; stock plans

attitude surveys; labor relations'®; employee handbooks;
employee relations company publications; labor law compliance; relocation and

outplacement services

o policy creation; policy communication; record keeping; HR
personnel policies . .
information systems

. . policies to ensure lawful behavior; reporting; posting information;
compliance with laws . ) o .
safety inspections; accessibility accommodations

support for strategy human resource planning and forecasting; change management
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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
organization. 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 value. In some companies, the HR department
handles all the activities listed in the table above. 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 depariment actively advises
top management. In others, the department responds to top-level management
decisions and implements staffing, training, and compensation activities in light of
company strategy and policies.

* Skills of HRM Professionals

With such varied responsibilities, the human resource department needs to
bring together a large pool of skills. These skills fall into the four basic categories:
human relations skills, decision-making skills, leadership skills, and technical
skills.

Human relations skills

The ability to understand and work well with other people is important to
virtually any career, but human relations skills have taken on new significance for
human resource management today. As organizations’ managers increasingly
appreciate the significance of human resources, many are calling for HRM to
become the “source of people expertise” in the organization. HR managers
therefore need knowledge of how people can and do play a role in giving the
organization an advantage against the competition, as well as of the policies,
programs, and practices that can help the organization’s people do so. Some of the
human relations skills that are particularly important for today’s HR professionals are
communicating, negotiating, and team development.

Decision-making skills

Human resource managers must make a wide variety of decisions that affect
whether employees are qualified and motivated and whether the organization is
operating efficiently and complying with the law. Especially at organizations that
give HRM departments a role in supporting strategy, HR decision makers also must
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be able to apply decision-making skills to strategic issues. This requires knowledge
of the organization’s line of business and the ability to present options in terms of
costs and benefits to the organization, stated in terms of dollars. Decisions must
also take into account social and ethical implications of the alternatives.

Leadership skills

Through their knowledge, communication skills, and other abilities, HR
managers need to play a leadership role with regard to the organization’s human
resources. In today’ s environment, leadership often requires heiping the
organization manage change. Fulfilling this leadership role includes diagnosing
problems, implementing organizational changes, and evaluating results, especially
in terms of employees’ skills and attitudes. Changes typically produce conflict,
resistance, and confusion among the people who must implement the new plans or
programs. HR professionals must oversee the change in a way that ensures
success. HRM provides tools for overcoming resistance to change, teaching
employees to operate under new conditions, and even encouraging innovation. A
survey of large corporations found that in 87 percent of the companies, organization
development and change were managed by the HR department.

Technical skills

In any field, including management, “technical skills” are the specialized skills
of that field. In human resource management, professionals need knowledge of
state-of-the-art practices in such areas as staffing, development, rewards,
organizational design, and communication. New selection techniques, performance
appraisal methods, training programs, and incentive plans are constantly being
developed. These developments often include the use of new software and
computer systems. New laws are passed every year, and technical skills require
knowledge of how to comply.

Professionals must be able to evaluate the worth of the techniques that are
available for carrying out HRM activities. Some of the new methods and tools will
provide value to the organization, whereas others may be no more than the HRM
equivalent of snake oil. HRM professionals must be able to critically evaluate new
techniques in light of HRM principles and business vaiue to determine which are
beneficial.

(1,858 words)



