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PREFACE

The U.S. economy—as well as the economies of most other countries across the
globe-—are experiencing job loss and a lack of consumer confidence due to a world-
wide recession fueled by the subprime mortgage scandal and the collapse of the stock
market. Many well-known companies in the financial sector and manufacturing
sectors—including AIG, Freddie Mac and Fannie Mae, Lehman Brothers, WAMU,
General Motors, and Chrysler—are undergoing massive restructuring, receiving bail-
out money resulting in increased government ownership, and have either declared or
are operating under the threat of bankruptcy. The poor economy means more compa-
nies are downsizing their workforces, delaying plans for new operations and growth,
and closely scrutinizing human resource budgets to cut unnecessary programs and
costs. This is occurring even in companies such as NetApp, Google, Zappos.com, and
Microsoft, who are known for gaining a competitive advantage through their human
resource practices and are included on Fortune magazine’s list of “The 100 Best Com-
panies to Work For.”

At the same time companies are taking steps to deal with the current economic
conditions, they are also paying closer attention to how to engage in business prac-
tices that are economically sound but sustainable. That is, business practices that are
ethical, protect the environment, and contribute to the communities from which the
business draws financial, physical, and human resources needed to provide its product
and services. Consumers are demanding accountability in business practices: making
money for shareholders should not involve abandoning ethics, ruining the environ-
ment, or taking advantage of employees from developing countries!

Regardless of whether a company’s strategic direction involves downsizing, restruc-
turing, growth, or a merger or acquisition, how human resources are managed is cru-
cial for providing “value” to customers, shareholders, employees, and the community
in which they are located. Our definition of “value” includes not only profits but also
employee growth and satisfaction, additional employment opportunities, stewardship
of the environment, and contributions to community programs. If a company fails
to effectively use its financial capital, physical capital, and human capital to cre-
ate “value,” it will not survive. The way a company treats its employees (including
those who are forced to leave their jobs) will influence the company’s public reputa-
tion and brand as a responsible business, especially in a poor economy. For example,
companies such as McDonald’s, Coca-Cola, Caterpillar, and Estee Lauder are stick-
ing with their recruiting, training and development, and employee recognition plans
but, at the same time, ensuring that all employees (including top-level managers)
make shared sacrifices (such as salary freezes and pay cuts) needed to sustain their
businesses.

We believe that all aspects of human resource management—including how com-
panies interact with the environment; acquire, prepare, develop, and compensate
employees; and design and evaluate work—can help companies meet their competi-
tive challenges and create value. Meeting challenges is necessary to create value and
to gain a competitive advantage.
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The Competitive Challenges

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

¢ The sustainability challenge. Sustainability refers to the ability of a company to

survive and exceed in a dynamic competitive environment. Sustainability depends
on how well a company meets the needs of those who have an interest in see-
ing that the company succeeds. Challenges to sustainability include the ability to
deal with economic and social changes, engage in responsible and ethical busi-
ness practices, efficiently use natural resources and protecting the environment,
provide high-quality products and services, and develop methods and measures
(also known as metrics) to determine if the company is meeting stakeholder needs.
Companies in today’s economy use mergers and acquisitions, growth, and down-
sizing to successfully compete. Companies rely on skilled workers to be produc-
tive, creative, and innovative and to provide high-quality customer service; their
work is demanding and companies cannot guarantee job security. One issue is how
to attract and retain a committed, productive workforce in turbulent economic
conditions that offer opportunity for financial success, but can also turn sour,
making every employee expendable. Forward-looking businesses are capitalizing
on the strengths of a diverse workforce. The examples of Enron, WorldCom, and
Health South Corporation provide a vivid example of how sustainability depends
on ethical and responsible business practices, including the management of human
resources. Another important issue is how to meet financial objectives through
meeting both customer and employee needs. To meet the sustainability challenge
companies must engage in human resource management practices that address
short-term needs but help to ensure the long-term success of the firm. The devel-
opment and choice of human resource management practices should support busi-
ness goals and strategy.

The global challenge. Companies must be prepared to compete with companies
from around the world either in the United States or abroad. Companies must
both defend their domestic markets from foreign competitors and broaden their
scope to encompass global markets. Recent threats to and successes of U.S. busi-
nesses {(consider the semiconductor and steel industries) have proven that global-
ization is a continuing challenge.

The technology challenge. Using new technologies such as computer-aided man-
ufacturing, virtual reality, expert systems, and the Internet can give companies
an edge. New technologies can result in employees “working smarter” as well as
providing higher-quality products and more efficient services to customers. Com-
panies that have realized the greatest gains from new technology have human
resource management practices that support the use of technology to create what
is known as high-performance work systems. Work, training programs, and reward
systems often need to be reconfigured to support employees’ use of new technol-
ogy. The three important aspects 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. Companies are also using e-HRM (electronic HRM) applications to give
employees more ownership of the employment relationship through the ability to
enroll in and participate in training programs, change benefits, communicate with
co-workers and customers online, and work “virtually” with peers in geographically
different locations.
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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 committed workforce.

The Changing Role of the Human Resource
Management Function

The human resource management (HRM) 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 HRM function. Unfor-
tunately, in many organizations HRM services are not providing value but instead
are mired down in managing trivial administrative tasks. Where this is true, HRM
departments can be replaced with new technology or outsourced to a vendor who
can provide higher-quality services at a lower cost. Although this recommendation
is indeed somewhat extreme (and threatening to both HRM practitioners and those
who teach human resource management!), it does demonstrate that companies need
to ensure that their HRM functions are creating value for the firm.

Technology should be used where appropriate to automate routine activities, and
managers should concentrate on HRM activities that can add substantial value to
the company. Consider employee benefits: Technology is available to automate the
process 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
activities that can create value for the firm (such as how to control health care costs
and reduce workers’ compensation claims).

Although the importance of some HRM departments is being debated, every-
one agrees on the need to successfully manage human resources for a company to
maximize its competitiveness. Several themes emerge from our conversations with
managers and our review of research on HRM practices. First, in today’s organiza-
tions, managers themselves are becoming more responsible for HRM practices and
most believe that people issues are critical to business success. Second, most man-
agers believe that their HRM departments are not well respected because of a per-
ceived lack of competence, business sense, and contact with operations. A study by
Deloitte consulting and The Economist Intelligence Unit found that only 23 percent
of business executives believe that HR currently plays a significant role in strategy
and operational results. Third, many managers believe that for HRM practices to
be effective they need to be related to the strategic direction of the business. This
text emphasizes how HRM 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 HRM profes-
sionals, to manage human resources effectively, and to be knowledgeable consumers of
HRM products. Managers must be able to identify effective HRM practices to purchase
these services from a consultant, to work with the HRM 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 cutrent HRM practice.

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 who have taught human resource management to undergraduates,
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traditional day MBA students as a required and elective course, and more experi-
enced managers and professional employees in weekend and evening MBA 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 HRM function, as well as the management of human
resources, can help companies gain a competitive advantage.

» The book discusses current issues such as e-HRM, talent management, diversity,
and employee engagement, all of which have a major impact on business and HRM
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
effectiveness of HRM practices are provided throughout the text.

¢ We provide examples of how companies are evaluating HRM practices to deter-
mine their value.

Organization

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

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

Part 1 includes a discussion of the environmental forces that companies face in
attempting to capitalize on their human resources as a means to gain competitive
advantage. 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 highlight-
ing the role that staffing, performance management, training and development, and
compensation play in different types of business strategies. The chapter on analysis
and design of work emphasizes how work systems can improve company competiti
veness by alleviating job stress and by improving employees’ motivation and satisfac-
tion with their jobs.

Part 2 deals with the acquisition and preparation of human resources, includ-
ing human resource planning and recruitment, selection, and training. The human
resource planning chapter illustrates the process of developing a human resource
plan. Also, the strengths and weaknesses of staffing options such as outsourcing, use
of contingent workers, and downsizing are discussed. Strategies for recruiting talented
employees are emphasized. The selection chapter emphasizes ways to minimize errors
in employee selection and placement to improve the company’s competitive posi-
tion. Selection method standards such as validity and reliability are discussed in easily
understandable 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
validity, reliability, utility, and legality.



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 that training is used on the job. The advantages and disadvantages
of different training methods are described, such as e-learning and mobile training.

Part 3 explores how companies can determine the value of employees and capital-
ize on their talents through retention and development strategies. The performance
management chapter examines the strengths and weaknesses of performance manage-
ment methods that use ratings, objectives, or behaviors. The employee development
chapter introduces the student to how assessment, job experiences, formal courses,
and mentoring relationships are used to develop employees. The chapter on retention
and separation discusses how managers can maximize employee productivity and sat-
isfaction to avoid absenteeism and turnover. The use of employee surveys to monitot
job and organizational characteristics that affect satisfaction and subsequently reten-
tion is emphasized.

Part 4 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.

Preface v
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McGraw-Hill's EZ Test is a flexible and easy-to-
‘use electronic testing program. The program

allows instructors to create tests from book-
specific items. It accommodates a wide range of

f’question types and instructors may add their
own questions. Multiple versions of the test

canbe created and any test can be exported =

' for use with course management systems
'such as WebCT, BlackBoard or PageOut. The

_program is available for Wlndows and Macintosh

_environments.

:"vmzos ‘ | |
Videos for each chapter on HRM Issues are
 available with this edition. On the HRM video
'DVD, you'll find a new video produced by the
- SHRM Foundation, entitled “Seeing Forward:
Succession Piannmg at 3M.” Two new videos
specifically address recession-related HR
_Issues: “Some Workers Willing to Sacrifice to
Avoid Layoffs” and “Stretched Small Business
‘aners F‘orced to Lay Off Emp!oyees ’ Other

interactive exercises. Also available on the

notable videos available for this edition include
“Johnson & Johnson eUniversity” for the
chapter on training and “Hollywood Labor
Unions” for the chapter on collective bargaining

- and labor relations.

POWERPOINT

This presentation program features detailed
slides for each chapter, which are also found on
the OLC.

‘ ONLINE LE_ARNING CENTER
(www.mhhe.com/noe7e)

This text-specific Web site follows the text
chapter by chapter. As students read the
book, they can go online to take self-grading
quizzes, review material, or work through

OLC are video clips with discussion questions,

relevant professional Web links, additional
Internet activities, and current news with

daily updatés. Professors can also download

: the supplements here (these are password

protected). OLCs can be delivered multiple
ways—professors and students can access
them directly through the textbook Web

site, through PageOQut, or within a course

management system (i.e., WebCT Blackboard,
TopClass)

MANAGER’S HOT SEAT
This interactive video software is an optional

~ package with the text. It includes 2l interactive

segments with actors in situations with real-
life managers—and the managers have to react

 live and uﬁnsériptecl. Segments include topics
like interviewing, office romance, personal
disclosure, and diversity. Six of these segments

are new to this editlon

' MANAGEMENT IN THE MOVIES

- McGraw-Hill offers a Management in the Movies
~ DVD loaded with scenes from major Hollywood

movies and TV shows. Each movie has been
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