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Preface

To grow and thrive in today’s competitive environment, organizations must deal with
several major challenges. First, they must provide “value.” Traditionally, the concept
of value has been considered a function of finance or accounting. However, we be-
lieve that how human resources are managed is crucial to the long-term value of a
company and ultimately to its survival. Qur definition of value includes not only prof-
its but employee growth and satisfaction, additional employment opportunities, pro-
tection of the environment, and contributions to community programs.

Since the publication of the first edition of Human Resource Management: Gaining
a Competitive Advantage, value has become even more critical. Organizations’ re-
sources are stretched tighter than ever, and allocating those resources wisely is im-
perative. For that reason, all functions in an organization must work together to con-
tribute wherever they can; and all functions, particularly human resources, are
increasingly being scrutinized for the value they add.

We believe that all aspects of human resource management—including how com-
panies interact with the environment; acquire, prepare, develop, and compensate hu-
man resources; and design and measure work—can help companies meet their com-
petitive challenges and create value. Meeting challenges is necessary to create value
and to gain a competitive advantage.

The Competitive Challenges

The challenges organizations face today can be grouped into three categories:

e The global challenge. Increasingly, organizations are finding that to survive they
must compete with organizations around the world. Companies must both defend
their domestic markets from foreign competitors and broaden their scope to en-
compass global markets. Recent threats to and successes of U.S. businesses have
proven that globalization is a continuing challenge.

e The meeting stakeholders’ needs challenge. Key to success in today'’s business
environment is to simultaneously meet investor or financial needs and those of
other stakeholders including customers, employees, and the community. Compa-
nies are challenged to reach financial objectives through meeting customer needs
and employee needs. Innovation, cost reduction, and quality objectives which re-
late directly to the financial success or failure of the firm are influenced by human
resource management practices. Forward-looking businesses are capitalizing on the
strengths of a diverse workforce. Businesses are realizing the advantages they have
in attracting, retaining, and motivating employees through ethical and responsible
actions. Successful companies have human resource management practices that
motivate and reward employees to provide high quality products and services.

» The high-performance work systems challenge. Using new technologies such
as computer-aided manufacturing, virtual reality, expert systems, and the Internet
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can provide companies with an edge. New technologies can result in employees’
“working smarter” as well as providing higher-quality products and services to
customers. However, companies that have seen the greatest gains from new tech-
nology have human resource practices that support the use of technology. The de-
sign of work, training programs, and reward systems often need to be reconfigured
to support employees' use of new technology. Thus, the three links of high-
performance work systems are (1) human resources and their capabilities, (2) new
technology and its opportunities, and (3) efficient work structures and policies that
allow employees and technology to interact. The strength of each of these links de-
termines an organization’s competitiveness.

We believe that organizations must successfully deal with these challenges to cre-
ate and maintain value, and the key to facing these challenges is a motivated, well-
trained, and commitred work force.

The Changing Role of the Human
Resource Function

The human resource (HR) profession and practices have undergone substantial
change and redefinition. Many articles written in both the academic and practitioner
literature have been critical of the traditional HR function. Unfortunately, in many
organizations HR services are not providing value but instead are mired down in man-
aging trivial administrative tasks. Where this is true, HR departments can be replaced
with new technology or outsourced to a vendor who can provide higher-quality
services at a lower cost. While this recommendation is indeed somewhat extreme
(and threatening to both HR practitioners and those who teach human resource
management!), it does demonstrate that companies need to ensure that their HR
functions are creating value for the firm.

Technology should be used where appropriate to automate routine activities, and
managers should concentrate on HR activities that can add substantial value to the
company. Consider employee benefits: Technology is available to automate the pro-
cess by which employees enroll in benefits programs and to keep detailed records of
benefits usage. This use of technology frees up time for the manager to focus on ac-
tivities that can create value for the firm (e.g., how to control health care costs and
reduce workers’ compensation claims).

Although the importance of some HR departments is being debated, everyone
agrees on the need to successfully manage human resources for a company to maxi-
mize its competitiveness. Three themes emerge from our conversations with managers
and our review of research on HR practices. First, in rtoday’s flatter organizations,
managers themselves are becoming more responsible for HR practices. Second, most
managers believe that their HR departments are not well respected because of a per-
ceived fack of competence, business sense, and contact with operations. Third, many
managers believe that for HR practices to be effective they need to be related to the
strategic direction of the business. This text emphasizes how HR practices can and
should contribute to business goals and help to improve product and service quality
and effectiveness.

Our intent is to provide students with the background to be successful HR profes-
sionals, to manage human resources effectively, and to be knowledgeable consumers
of HR products. Managers must be able to identify effective HR practices to purchase
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Preface 1x

these services from a consultant, to work with the HR department, or to design and
implement them personally. The text emphasizes how a manager can more effectively
manage human resources and highlights important issues in current HR pracrice.

We think this book represents a valuable approach to teaching human resource
management for several reasons:

® The text draws from the diverse research, teaching, and consulting experiences of
four authors. They have taught human resource management to undergraduates,
traditional day M.B.A. students as a required and elective course, and more expe-
rienced managers and professional employees in weekend and evening M.B.A.. pro-
grams. The teamwork approach gives a depth and breadth to the coverage that is
not found in other texts. :

¢ Human resource management is viewed as critical to the success of a business. The
text emphasizes how the HR function, as well as the management of human re-
sources, can help companies gain a competitive advantage.

® The book discusses current issues such as work-force diversity, organizational flex-
ibility, the quality movement, work design, and retention and separation of em-
ployees, all of which have a major impact on business and HR practice.

¢ Strategic human resource management is introduced early in the book, and inte-
grated throughout the text.

¢ Examples of how new technologies are being used to improve the efficiency and ef-
fectiveness of HR practices are provided throughout the text.

Changes in the Third Edition

In the swiftly changing business environment, currency is vital. Based on the com-
ments of the reviewer of the second edition of the text we have made several im-
provements. Several important changes in the third edition of Human Resource Man-
agement: Gaining a Competitive Advantage maintain the text’s competitive edge:

® Each chapter has been thoroughly updated to reflect the most recent academic re-
search findings and new best company practices. New examples have been added
throughout the text in each chapter.

* New chapter-opening vignettes are provided. Many of the companies illustrated
have been recognized for their strong HR practices. For example, SAS Institute,
whose HR practices are described in the opening for Chapter 10, was recently
ranked third in Fortune Magazine’s 1999 annual survey of best companies to work
for in America. Many companies illustrated have also had to deal with difficult hu-
man resource management issues. For example, the opening vignette of Chapter 2,
“Strategic Human Resource Management,” describes the problems that Delta Air
Lines faced when they had to downsize to survive.

New boxed features provide the most current real-world examples possible.

A new box titled “Competing by Meeting Stakeholders’ Needs” replaces the sec-
ond edition’s "Competing through Quality” and “"Competing through Social Re-
sponsibility” boxes. This box continues to emphasize social responsibility and qual-
ity but from a broader perspective than found in previous editions. This new box
better reflects the continuous challenge that companies face of how to meet the
needs of multiple stakeholders, including shareholders, employees, and the com-
munity. The box shows examples of how companies have realized financial goals
through meeting customer, employee, and community needs. For example, the
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“Competing by Meeting Stakeholders Needs” box in Chapter 13, “Employee Ben-
efits,” show how the Big Three automakers are seeking to improve the quality of
health care given to their employees and at the same time reduce benefit costs by
devising a common report card for rating health care quality.

® The end-of-chapter cases have been replaced with cases from Business Week (see

in

“Managing People: From the Pages of Business Week.”) These cases provide real in-
cidents that companies have faced as reported in Business Week. Detailed infor-
mation about the company and the incident described are provided. The case
questions require students to critically evaluate the problem presented and apply
chapter content. We provide World Wide Web home page addresses for the com-
panies discussed in the cases so that students and instructors can obtain additional
information about each company’s history, products and services, finances, and lat-
est news releases.

We reduced the number of Chapters from 19 to 16 to provide comprehensive but
succinct coverage of HRM topics.

There are several changes in content, focus, and placement of the chapters found
this edition:

In the second edition of the text, Chapter 2 was “Global Issues in Human Re-
sources Management.” The chapter covering this topic is now positioned toward
the end of the text (Chapter 15) not to de-emphasize its importance, but to pre-
sent it after students have been introduced to HRM practices so they can better
understand how cultural and economic factors influence the effectiveness of HRM
practices in different countries. Global issues continue to be emphasized through-
out the text with the “Competing through Globalization” box.

Chapter 5, “Human Resource Planning and Recruitment,” covers how companies
can develop and leverage labor market problems (e.g., excess or shortage of human
resources) into opportunities to gain a competitive advantage. The chapter em-
phasizes how to develop and implement a human resource plan as well as how to
recruit employees to meet human resource needs. This chapter represents a natu-
ral merger of Chapters 9 and 10 from the second edition.

Chapter 10, “Employee Separation and Retention,” covers effective HRM prac-
tices for retaining and separating employees. This chapter replaces Chapter 8,
“Work Attitudes and Job Withdrawal,” found in the second edition which pro-
vided a narrower and limited discussion of separation and retention issues. Given
the high costs associated with losing valuable employees and keeping poor per-
formers, many companies face the challenge of how to satisfy and motivate em-
ployees in order to increase innovation, efficiency, and product and service qual-
ity. The chapter focuses on the management of turnover, employee dismissal, how
to measure and monitor employee morale, and effectively use data from employee
attitude surveys.

The last chapter of the text, Chapter 16, “Strategically Managing the HR Func-
tion,” helps students revisit the idea of strategic human resoutce management dis-
cussed in Chapter 2 after they have been exposed to a wide range of HR practices.
The chapter helps the student think strategically through emphasizing how HRM
practices and the HR function can be configured to help the company reach busi-
ness goals. The chapter emphasizes how by taking the customer’s perspective the
HR function can increase its effectiveness and contribute to the company’s com-
petitive advantage. We discuss the use of benchmarking, process reengineering,
and a change model to ensure that HR practices are appropriate and effective.




e Chapter 9, “Employee Development,” discusses important career and development
issues that were presented in two chapters in the second edition of the text. The
chapter now focuses on employee development and career management strategies
that are employee-driven based on changes in the psychological contract that have
occurred in the workplace.

¢ The videos and video cases have been updated to reflect current company infor-
mation and competitiveness.

® Resources on the World Wide Web related to selection, training, recruiting, legal
issues, quality, compensation, and labor force issues are provided throughout the
text. These addresses give students and instructors access to the latest develop-
ments in human resource management and the ability to talk to experts in a par-
ticular HR practice area.

Organization

Human Resource Management: Gaining a Competitive Advantage includes an introduc-
tory chapter (Chapter 1) and five parts.

Chapter 1 provides a detailed discussion of the global, stakeholder, and work sys-
tem challenges that influence companies’ abilities to successfully meet the needs of
shareholders, customers, employees, and other stakeholders. We discuss how the man-
agement of human resources can help companies meet the competitive challenges.

Part I includes a discussion of the environmental forces that companies face in at-
tempting to capitalize on their human resources as a means to gain competitive ad-
vantage. The environmental forces include the strategic direction of the business, the
legal environment, and the type of work performed and physical arrangement of the
work.

A key focus of the strategic human resource management chapter is highlighting
the role that staffing, performance management, training and development, and com-
pensation play in different types of business strategies. A key focus of the legal chap-
ter is enhancing managers’ understanding of laws related to sexual harassment, affir-
mative action, and accommodations for disabled employees. The various types of
discrimination and ways they have been interpreted by the courts are discussed. The
chapter on analysis and design of work emphasizes how work systems can improve
company competitiveness by alleviating job stress, and improving employee motiva-
tion and satisfaction with their jobs.

Part I deals with the acquisition and preparation of human resources including
human resource planning and recruitment, selection, and training. The human re-
source planning chapter illustrates the process of developing a human resource plan.
Also, the strengths and weaknesses of staffing options such as outsourcing, use of con-
tingent workers, and downsizing are discussed. Strategies for recruiting talented em-
ployees are emphasized. The selection chapter emphasizes ways to minimize errors in
employee selection and placement to improve the company’s competitive position.
Selection method standards such as validity and reliability are discussed in easily un-
derstandable terms without compromising the technical complexity of these issues.
The chapter discusses selection methods such as interviews and various types of tests
(including personality, honesty, and drug tests) and compares them on measures of va-
lidity, reliability, utility, and legality. The chapter on work attitudes identifies work at-
titudes (e.g., job satisfaction) that can influence company productivity and competi-
tiveness. Interventions that can help managers maximize employee productivity and
satisfaction to avoid withdrawal behaviors such as absenteeism are discussed.
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We discuss the components of effective training systems and the manager’s role in
determining employees’ readiness for training, creating a positive learning environ-
ment, and ensuring training is used on the job. The advantages and disadvantages of
different training methods are described, such as virtual reality and distance learning.
These new training methods have emerged as technology has developed.

Part III explores how companies can determine the value of employees and capi-
talize on their talents through retention and development strategies. The petfor-
mance management chapter examines the strengths and weaknesses of performance
management methods that use ratings, objectives, or behaviors. The chapter on re-
tention and separation discusses how managets can maximize employee productivity
and satisfaction to avoid absenteeism and turnover. The use of assessment, job expe-
riences, formal coutses, and mentoring relationships to develop employees is dis-
cussed.

Part [V covers rewarding and compensating human resources, including designing
pay structures, recognizing individual contributions, and providing benefits. Here we
explore how managers should decide the pay rate for different jobs, given the com-
pany’s compensation strategy and the worth of jobs. The advantages and disadvan-
tages of merit pay, gainsharing, and skill-based pay are discussed. The benefits chap-
ter highlights the different types of employer-provided benefits and discusses how
benefit costs can be contained. International comparisons of compensation and ben-
efit practices are provided.

Part V covers special topics in human resource management, including labor—
management relations, international HRM, and managing the HR function. The col-
lective bargaining and labor relations chapter focuses on traditional issues in labor
management relations, such as union structure and membership, the organizing pro-
cess, and contract negotiations; it also discusses new union agendas and less adver-
sarial approaches to labor-management relations. Social and political changes, such
as introduction of the euro currency in the Furopean Community, are discussed in the
chapter on global human resource management. Selecting, preparing, and rewarding
employees for foreign assignments are also discussed. The text concludes with a chap-
ter that emphasizes how HR practices should be aligned to help the company meet its
business objectives. The chapter emphasizes that the HR function needs to have a
customer focus to be effective.

Video cases at the end of each part integrate the concepts presented. These cases
are intended to give students practice dealing with real HR issues that companies are
facing.

Features Designed to Aid Learning

Human Resource Management provides several features designed to aid learning:

® Learning objectives at the beginning of each chapter inform students about what
they should know about managing human resources when they read the chapter.

¢ A chapter-opening vignette presents a real business problem or issue that provides
background for the issues discussed in the chapter.

¢ “Competing through Globalization,” “Competing by Meeting Stakeholders’
Needs,” and “Competing through High-Performance Work Systems” boxes in the
chapters highlight how companies have gained a competitive advantage through ef-
fective human resource managemenc practices designed to meet global, stakeholder
(including customers, employees, shareholders, and community) and work system




challenges. The examples are drawn from a wide spectrum of businesses in different
sectors of the economy, such as manufacturing, health care, service, and sales.

For example, the “Competing by Mceting Shareholders’ Needs” box in Chapter 5,
“Human Resource Planning and Recruitment,” details the recruiting efforts that
Shoney's and Denny’s restaurant chains undertook to increase the diversity of their
workforce and to eliminate their names being synonymous with racism resulting from
how they treated their employees and customers.

In Chapter 8, the “Competing through Globalization,” box shows how perfor-
mance management practices may not generalize across countries. For example, at the
Thai office of Singapore Airlines, managers resisted giving employees negative feed-
back because of their fear thar this would cause them negative consequences in their
life after death.

The “Competing through High-Performance Work Systems” box in Chapter 11
shows how technology is making salary data more easily accessible to employees and
managers. Both employees and HR managers are using Web-based salary surveys to
insure that salaries are equitable with external market salary rates.

¢ Important terms used in human resource management are boldfaced in each chap-
ter.

¢ In-text examples feature companies from the service, retail, and manufacturing
sectors of the economy.

¢ Discussion questions at the end of each chapter help students learn the concepts
presented in the chapter and understand potential applications of the chapter ma-
terial.

* Cases from the pages of Business Week present-biiditiess problems related to the
management of human resources. The cases give- §tudents’»t‘he opportunity to im-
mediately apply what they have learned in the

¢ All chapters include end-of-chaprer exercises that 1 %‘thﬁ student to use the
World Wide Web. This helps the student understa:::;he .vaif of the Web for
managing human resources.

* End-of-part video cases provide examples of compames tﬁat Have used human re-
source management practices to gain a competitive advantage. The 12- to 15-
minute videos contain conversations with managers and employees and footage of
the operations of the business. The video cases and accompanying questions chal-
lenge students to view human resource issues and problems from multiple perspec-
tives. References to World Wide Web sites help students and instructors find ad-
ditional company information for classroom use.

An end-of-book glossary defines key terms used in human resource management.

* Name and subject indexes at the end of the book aid in finding topics and key peo-
ple and companies.

¢ State-of-the-art use of design and color make the book more readable for students
and enhance learning.

Instructor Materials

* Instructor’s Manual, Transparency Masters, PowerPoint Slides. Amit Shah of
Frostburg State University is revising the Instructor’s Manual and PowerPoint
slides. The Instructor’s Manual contains a lecture outline and notes, answers to the
discussion questions, additional discussion questions and exercises, teaching sug-
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gestions, term paper and project topics, answers to the end-of-chapter case ques-
tions, and video case notes and answers. Transparency masters are included at the
back of the Instructor’s Manual. Some contain completely new material, some are
drawn from key figures and tables in the text. There are 10 to 15 PowerPoint slides
for each chapter. Five new slides for each chapter have been developed for the
third edition.

¢ Test Bank. Authored by Nicholas Mathys of DePaul University, the Test Bank
contains 25 true/false, 50 multiple-choice, and 10 essay questions per chapter, for
a total of more than 1,600 questions. Questions are graded by level of difficulty, and
text page references where answers can be found are provided. The test bank has
been revised for the third edition.

* Computerized Testing Program. Available through McGraw-Hill, this test gener-
ator allows instructors to add and edit questions, create up to 99 different versions
of the test, and more.

* Videos. The end-of-part videos can be used to generate in-class discussion and
draw students’ interest. A wide variety of company settings gives the videos broad
appeal. All video cases have been updated or completely revised to reflect the most
current company information.
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