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Management:
Gaining a Competitive
Advantage

Obijectives

Discuss the roles and activities of a company’s human resource
management function.

Discuss the implications of the economy, the makeup of the
labor force, and ethics for company sustainability.

Discuss how human resource management affects a company'’s
balanced scorecard.

Discuss what companies should do to compete in the global
marketplace.

Identify the characteristics of the workforce and how they
influence human resource management.

Discuss human resource management practices that support
high-performance work systems.

Provide a brief description of human resource management
practices.
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At Xerox, Human Resource
Management Excellence
Helps Company Rebound

Anne M. Mulcahy, Xerox Chairman and CEO,
explains, “At Xerox, our digital strategy is
committed to world-class products and services
for our customers, and a world-class work
environment for our employees. . . . That means,
we must attract and retain world-class people.
Our new Employment Brand trademark, eXpress
yourself, distinguishes Xerox as a place where
the passion, diversity, ideas and contributions of
every member of the Xerox family define our
capability for bold innovation and a leading
edge work environment. It's hard to believe that
just a few years ago human resource
management initiatives like employee branding
were not at the forefront of Xerox human
resource management initiatives, but company
survival was!”

In 2000, Xerox was $17 billion in debt, and by
2001 the company’s stock price had dropped
from a high of $63 to about $4. Xerox suffered
seven straight losing quarters. The company also
faced an accounting investigation by the
Securities and Exchange Commission into the
way it accounted for customer leases on copiers.

Today the company has shifted its main business
from small copiers to desktop copiers for offices
and high-quality printers for publishers. Xerox
has experienced a remarkable comeback. Fourth
quarter net income for 2003 rose to $222 million
or 22 cents a share from $19 million or 1 cent a
share in 2002. Recent stock prices have been in
the $15 range and are expected to go higher.
The company’s operations are guided by
customer-focused and employee-centered core
values such as social responsibility, diversity, and
quality and a passion for innovation, speed, and
adaptability. How did the company save itself?
Among the steps taken by the CEO included
sales of international operations and business
units, early retirements, attrition, layoffs—and the
strategic involvement of human resource
management.

Since 1993 Xerox has been one of the
innovators in using technology for HR functions
such as employee and manager self-service,
benefits enrollment, and other employee
transactional processes. The HR function is a
shared services organization in which pay,
bonuses, staffing, recruiting, benefits, diversity,
learning, and HR systems are all part of
corporate HR. When business became difficult in
1999, HR came through with several alignment
workshops and retention incentives to help the
company. The single biggest cost-savings
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opportunity was the consolidation and expansion
of the HR Service Center. The center started with
transactional work (e.g., address and
employment change information), web-based
processes were added, and the center now
provides research and analysis to HR
professionals working in Xerox operating units
and handles employee relations issues for most
U.S. employees. This has enabled HR to reduce
its staff without reducing the level of service it
provides to managers and employees.

HR has also provided support for the business
strategy as it evolved to help the company
survive. HR played a key role in helping the
company conduct workforce reductions and sell
off businesses, which resulted in losing 30,000
employees. HR helped treat employees with
dignity throughout the downsizing process.
Xerox's separation package offered up to one
year of salary, with full benefit coverage for
employees with 30 or more years of service. The
company also allowed employees close to
retirement age up to a year of inactive, unpaid
status to reach the required age or service
needed for retirement. Despite the layoffs, Xerox
continued with its yearly employee attitude
surveys and focus groups designed to determine
if employees understood the company’s direction
and their willingness to support the company.
Results indicated that the employees understood
the direction but they weren't willing to commit
to it. Another key HR issue that Xerox faced was
how to keep the most talented employees from
leaving. The HR department created a series of
strategies which included a "we really care”
message communicated using town meetings,
audio, and video. Another strategy was to offer a
solid cash-bonus compensation package to
employees who stayed.

Introduction

Competitiveness

A company’s ability
to maintain and gain
market share in its
industry.

Human Resource Management: Gaining a Competitive Advantage

Today, HR continues to ensure that talented
employees get the right experiences, job
assignments, visibility, and learning opportunities
including international experience and general
management positions to prepare them for
leadership positions in the company. Internal
training and development at Xerox includes a
reliance on virtual learning and technology to
increase the number of employees who have
access to training, while reducing training time.
For example, Xerox's new management
development program is a two-month program
that uses e-learning, virtual learning programs,
coaching, and one week of classroom training.
Another important role that HR plays is to ensure
that employees understand the “new” Xerox and
how to achieve success. HR has focused on
building three key initiatives: an employee value
proposition, building a high performance culture,
and developing a pipeline of three candidates
for every position within the business. The
employee value proposition represents both the
expectations that the employee has of the
company and what the company can expect in
return. According to the vice president of human
resources, "Everyone says we want the best
talent. We want to keep them. We want to
motivate them. But how do you do that? it all
comes down to the point of inclusion, and |
mean inclusion in the broadest sense of the
word, one that allows an employee to bring his
or her uniqueness to the table and allows [him or
her] to make a difference. All practices, policies,
and initiatives must put forth those value
propositions—if not we'll be in trouble.”

Source: T. Starner, “Processing a Turnaround,” Human Resource Execu-

tive (May 16, 2004), pp. 1, 16-24, www.xerox.com.

Xerox illustrates the key role that human resource management (HRM) plays in de-
termining the survival, effectiveness, and competitiveness of U.S. businesses. Com-
petitiveness refers to a company’s ability to maintain and gain market share in its
industry. Xerox’s human resource management practices have helped support the



CHAPTER 1 Human Resource Management: Gaining a Competitive Advantage S

company’s business strategy and provide services the customer values. The value of
a product or service is determined by its quality and how closely the product fits
customer needs.

Competitiveness is related to company effectiveness, which is determined by
whether the company satisfies the needs of stakeholders (groups affected by business
practices). Important stakeholders include stockholders, who want a return on their
investment; customers, who want a high-quality product or service; and employees,
who desire interesting work and reasonable compensation for their services. The
community, which wants the company to contribute to activities and projects and
minimize pollution of the environment, is also an important stakeholder. Companies
that do not meet stakeholders’ needs are unlikely to have a competitive advantage
over other firms in their industry.

Human resource management (HRM) refers to the policies, practices, and sys- Human resource
tems that influence employees’ behavior, attitudes, and performance. Many compa- management
nies refer to HRM as involving “people practices.” Figure 1.1 emphasizes that there (HRM) .
are several important HRM practices. The strategy underlying these practices needs ~ Policies, practices,
to be considered to maximize their influence on company performance. As the figure 2"d systems that
shows, HRM practices include analyzing and designing work, determining human re- mﬂulence ,
source needs (HR planning), attracting potential employees (recruiting), choosing Er:hF;\?i{)?e:ttitu des
employees (selection), teaching employees how to perform their jobs and preparing &l perflormance. '
them for the future (training and development), rewarding employees (compensa-
tion), evaluating their performance (performance management), and creating a pos-
itive work environment (employee relations). The HRM practices discussed in this
chapter’s opening highlighted how effective HRM practices support business goals
and objectives. That is, effective HRM practices are strategic! Effective HRM has
been shown to enhance company performance by contributing to employee and cus-
tomer satisfaction, innovation, productivity, and development of a favorable reputa-
tion in the firm’s community. The potential role of HRM in company performance
has only recently been recognized.

We begin by discussing the roles and skills that a human resource management de-
partment and/or managers need for any company to be competitive. The second sec-
tion of the chapter identifies the competitive challenges that U.S. companies cur-
rently face, which influence their ability to meet the needs of shareholders, customers,

FIGURE 1.1
Human Resource Management Practices
Strategic HRM
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employees, and other stakeholders. We discuss how these competitive challenges are
influencing HRM. The chapter concludes by highlighting the HRM practices cov-
ered in this book and the ways they help companies compete.

What Responsibilities and Roles Do HR
Departments Perform?

Only recently have companies looked at HRM as a means to contribute to profitability,
quality, and other business goals through enhancing and supporting business operations.
Table 1.1 shows the responsibilities of human resource departments. The average ra-
tio of HR department staff to total number of employees has been 1.0 for every 100 em-
ployees served by the department. The median HR department expenditure per em-
ployee was $813, with wholesale and retail trade organizations spending the least ($282)
and finance, insurance, real estate, advanced manufacturing, and communications and
information companies the most ($1,300). As with other business functions, HR expen-
ditures relative to operating costs have been fairly stable over the past few years.

The HR department is solely responsible for outplacement, labor law compliance,
record keeping, testing, unemployment compensation, and some aspects of benefits
administration. The HR department is most likely to collaborate with other company
functions on employment interviewing, performance management and discipline,
and efforts to improve quality and productivity. Large companies are more likely than
small ones to employ HR specialists, with benefits specialists being the most preva-
lent. Other common specializations include recruitment, compensation, and training
and development.

Many different roles and responsibilities can be performed by the HR department
depending on the size of the company, the characteristics of the workforce, the indus-
try, and the value system of company management. The HR department may take full
responsibility for human resource activities in some companies, whereas in others it

TABLE 1.1

Responsibilities of
HR Departments

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, June 28, 2001. Washington, DC: Bureau of National Affairs.



