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An Overview of Human Resource
Management

. What are the features of employment that you value most

. How can Human Resource Management activities contribute to the presence of
these features

. How is Personnel Management different from Human Resource Management

. * Human Resource is not a department — it is the department’ . How do you inter-

pret this saying

Text

Organizations require a number of things to be effective physical resources fi-
nancial resources marketing capability and human resources. While all these are im-
portant to organizational effectiveness the factor that is most likely to provide poten-
tial competitive advantage is human resources and how these resources are managed.
The production technology financing and customer connections marketing can all
be copied. The basics of managing people also can be copied but the most effective
organizations find unique ways to attract retain and motivate employees — a strategy

that is harder to imitate.



In a superb article Competitive Advantage through People Jeffrey Pfeffer gave

Southwest Airlines as an example.

Consider . .. Southwest Airlines whose stock had the best return from
to early . It certainly did not achieve that success from economies of scale.
In Southwest had revenues of $ .  billion and a mere . percent of the
U. S. passenger market ... Southwest has not succeeded because it has had
more access to lower-cost capital — indeed it is one of the least leveraged air-
lines in the United States. Southwest’s planes Boeing s are obviously avail-
able to all its competitors. It isn’t a member of any of the big computerized reser-
vation systems it uses no unique process technology and sells essentially a com-
modity product — low-cost low-frills airline service at prices its competitors
have difficulty matching.

Most of Southwest’s cost advantage comes from its very productive very
motivated and by the way unionized workforce. Compared to the U. S. airline
industry according to statistics Southwest has fewer employees per aircraft

versus and flies more passengers per employee versus

. It turns around some  percent of its flights in ~ minutes or less
while other airlines on average need  minutes giving it an enormous productiv-
ity advantage in terms of equipment utilization. It also provides an exceptional
level of passenger service. Southwest has won the airlines’ so-called triple crown
best on-time performance fewest lost bags and fewest passenger complaints —

in the same month nine times. No competitor has achieved that even once.

The illustration of Southwest Airlines proves a vivid example of the role that peo-
ple — human resources — play in determining the competitiveness and effectiveness of
organizations in meeting the challenges of the st century. The success of Southwest
Airlines comes from managing people effectively a combination of a number of im-
portant but less visible aspects of operations. From this example it is clear that most of
the changes and challenges facing organizations have to do with their employees. In
organizations as diverse as Fortune corporations nonprofit universities NFL foot-

ball teams and local restaurants CEOs are seeing the results of employee involve-



ment of having the right people to do the job and of getting managers to care about
their people. The successful organizations of the s have adopted a professional ap-
proach to human resource management that will ensure continued success in the st

century.

EVOLUTION OF HR MANAGEMENT

What traditionally were called“ personnel departments” now are usually termed

“ human resource departments.” But more than the name has changed. The focus of
such departments has shifted and their responsibilities have expanded. Figure high-
lights the major shifts that have occurred in the field.

Before improving the working life of individuals was a major concern of
reformers. Some employees attempted to start unions or strike for improved condi-
tions. As far back as the Philadelphia cordwainers shoemakers went on strike

to obtain a $ per week minimum wage.

HR management as a specialized function in organizations began its formal emer-
gence shortly before . Before that time most hiring firing training and pay-
adjustment decisions were made by individual supervisors. Some organizations adopted
programs to benefit some employees such as American Express which established a
pension plan in . Also the scientific management studies conducted by Frederick
W. Taylor and others beginning in helped management identify ways to make
work more efficient and less fatiguing thus increasing worker productivity.

As organizations grew larger many managerial functions such as purchasing and
personnel began to be performed by specialists. The growth of organizations also led
to the establishment of the first personnel departments in . Work by individuals
such as Frank and Lillian Gilbreth dealt with task design and efficiency. The Haw-
thorne Studies conducted by Elton Mayo in the mid- s revealed the impact of
work groups on individual workers. Ultimately these studies led to the development
and use of employee counseling and testing in industry.

In the s the passage of several major labor laws such as the National Labor



Relations Act of led to the growth of unions. The importance of collective bar-

gaining and union/management relations following the labor unions’ rise to power in
the s and s expanded the responsibilities of the personnel area in many organ-
izations especially those in manufacturing utilities and transportation. Such work as
keeping payroll and retirement records arranging stockholder visits managing school
relations and organizing company picnics were often the major tasks of personnel de-
partments. The role of the HR department in the organization as a staff function to
support operational line departments expanded during this period and line/staff is-
sues grew to influence HR departments in the following decades.

Increased legal requirements and constraints arising from the social legislation of
the s and s forced dramatic changes in the HR departments of most organiza-
tions. HR departments had to become much more professional and more concerned a-
bout the legal ramifications of policies and practices. Also organizations took a new
look at employee involvement and quality of work as a result of concerns about the im-
pact of automation and job design on worker productivity.

During the s the strategic role of HR management became essential as or-
ganizations reduced staff closed plants or“ restructured” . The ability of foreign
firms from Japan Korea and other countries to outperform U. S. -based manufactur-
ing companies forced U. S. organizations to become more productive. Outplacement
of employees and retraining of those kept became prime concerns of HR departments.
Containment of the costs of health-care benefits also grew in importance.

For the s organizational restructuring has continued. Another major area
of emphasis in HR management is workforce diversity. Computerization of HR activ-
ities even in small firms has received attention as well. Finally growth in issues
involving employee rights such as drug testing and smoking restrictions are affect-
ing how HR activities are managed. The movement toward direct participation of HR
executives in the strategic planning for the organization continues with three-quarters
of HR executives in large companies reporting to the CEO. Further many of those
executives report major changes in their influence on strategic issues and organiza-

tional direction.



Before

Production technologies
to Employee welfare
to Task efficiency
to Individual differences
to Unionization
to Economic security
to Human relations
to Participation
to Task challenge
© Employee displace-
ment
© Workforce  changes

and shortages

Human resource management
tems that influence employees’ behavior

nies consider HRM as involving“ people practices” .

Indifference to needs

Employees need safe conditions and
economic opportunity

Employees need high earnings made
possible with higher productivity

Employees’ individual differences

considered

Employees as management adversa-

ries

Employees need economic protec-
tion

Employees need considerate supervi-
sion

Employees need involvement in task
decisions

Employees need work that is chal-
lenging and congruent with abilities

Employees need jobs to replace
those lost through economic down-
international

turns competition

and technology changes

Employees need more flexibility in

work schedules benefits policies

HRM

attitudes

refers to the policies

Discipline systems

Safety programs English-

language classes inspira-

tional classes

Motion and time studies

Psychological testing em-
ployee counseling

Employee communication

programs anti-unioniza-
tion techniques
Employee pension plans

health plans benefits

Supervisor training  role
playing  sensitivity train-

ing

Participative management
techniques MBO etc.
Job enrichment integrated
task teams etc.
Outplacement  retraining
restructuring
Strategic HR  planning
employee rights training
flexible benefits comput-
erization etc.
practices and sys-

and performance. Many compa-
These HRM practices include de-



termining human resource needs HR planning  attracting potential employees re-

cruiting  choosing employees selection teaching employees how to perform their
job and preparing them for the future training and development rewarding employ-
ees compensation evaluating their performance management and creating a positive
work environment employee relations . Only recently have companies looked at
HRM practices as a means to contribute to profitability quality and other business

goals through enhancing and supporting business operations.

shows the activities of human resource departments. Since the
average ratio of HR department staff to a total number of employees has been . for
every employees severed by the department. Expenditures for HR departments

have been relatively stable over the past few years. The median HR department ex-

penditure per employee from to was $ with education and government
organizations spending the least $ and transportation communications and u-
tility companies the most  $ . As with other business functions HR expendi-

tures relative to operating costs have been fairly stable over the past few years.
Activities that the HR department is solely responsible for include outplacement

labor law compliance record keeping testing unemployment compensation and
some aspects of benefits administration. The human resource 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 companies to employ HR specialists with bene-
fits specialists being the most prevalent. Other common specializations include recruit-

ment compensation and training and development.

o Interviewing recruiting testing temporary labor coordina-
Employment and recruiting .
tion

o Orientation-performance management skills training produc-
Training and development o
tivity enhancement

. Wage and salary administration job descriptions executive
Compensation . ; ) . .
compensation incentive pay job evaluation




) Insurance vacation-leave administration retirement plans
Benefits ) .
profit sharing stock plans

. Employee assistance programs relocation services outplace-
Employee services .
ment services

Employee and community rela- | Attitude surveys labor relations publications labor law

tions compliance discipline
Personnel records Information systems records
Health and safety Safety inspection drug testing health wellness

. . International human resources forecasting planning merg-
Strategic planning

ers and acquisitions

Source Based on SHRM-BNA Survey No. “ Human Resource Activities Budgets and Staffs

Bulletin to Management Bureau of National Affairs Policy and Practice Series June . Washing-

ton DC Bureau of National Affairs.

The HR function is in transition from an administrative function to a strategic bu-
siness partnership. The percentage of time human resource departments are devoting to
administrative roles such as maintaining records auditing and controlling and provi-
ding services has decreased. Advances in technology such as development of the Intra-
net have decreased the role of human resources in maintaining records by allowing HR
services to be offered on a self-service basis at substantially less cost than traditional
face-to-face services. Self-service refers to giving employees control of HR transac-
tions. Self-service also fits with the changing psychological contract — employees are
expected to take greater responsibility for their own careers. Self-service is being used
for a wide range of HR services including training course catalogs and course enroll-
ment benefits enrollment and inquiries and attitude surveys. For example at Rich-
mond Virginia-based LandAmerican Financial Group a -employee company
that processes title insurance  the company has self-service for address changes ben-
efits enrollment and taxes company policy information and internal job postings.
Besides reducing costs the self-service system has helped to shape employee percep-
tions that HR is a progressive department.

Outsourcing of the administrative role has also occurred. Outsourcing refers to the



practice of having another company known as a vendor third-party provider or con-

sultant provide services. Many companies have outsourced payroll administration.
Outsourcing is also being used for benefits administration training selection and re-
cruiting employees.

Other roles such as practice development and strategic business partnering have
increased. One of the most comprehensive studies ever conducted regarding HRM con-
cluded that“ human resources is being transformed from a specialized stand-alone
function to a broad corporate competency in which human resources and line managers
build partnerships to gain competitive advantage and achieve overall business goals.”
There is an increase in managers in charge of the human resource function being in-
cluded on high-level committees that are shaping the strategic direction of the compa-
ny. These managers report directly to the CEO president or board of directors and

they are being asked to propose solutions to business problems.

RECURRING THEMES IN HUMAN RESOURCE MANAGEMENT

Four general concerns span all functions of human resource management in organ-
izations the strategic approach the increasing globalization of HR activities maintai-
ning ethical policies and behavior within the organization and the need to benchmark

measure and evaluate the cost-benefit utility of HR endeavors.

Business organizations use the resources available to compete with other compa-
nies. These include physical resources e.g. plant equipment technology organi-
zational advantages e. g. structure coordinating systems  and human resources.
The human resources include the experience skill training and commitment of the
employees. It is the allocation and integration of these resources that provides a com-
pany with a competitive advantage.

Human resources are directly or indirectly related to all organizational processes
and thus are important in allowing an organization to gain and sustain a competitive
advantage. To be maximally effective the human resource management function must

be integrally involved in any company’s strategic management process. This means



that people-related issues should be a primary concern in any organizational decision.

Further an accumulation of important research now demonstrates that when strategi-
cally linked HR practices have an economically significant impact on both employee
outcomes turnover and productivity and short- and long-term measures of corporate
financial performance.

Some of the most interesting aspects of human resource management are not just
acquiring human resources building performance rewarding employees and maintai-
ning human resources but the fusion of these elements with the strategic goals of the
organization. In any organization the challenge is managing the interplay of re-

sources including human resources to gain and sustain a competitive advantage.

The impact of the dynamic international economy has become a major force in
business in general and in human management in particular. Much of the book de-
scribes state-of-the-art HR practices in North America however other nations have
sometimes chosen different approaches to dealing with the human side of organiza-
tions. For instance in some countries a condition of doing business is a government
mandate on the number of individuals who must be employed. Obviously this alters
many HR practices including HR planning selection compensation and job design
to name a few. Although interesting in their own right these varied practices are also

important realities faced by multinational firms doing business overseas.

It has long been recognized that managers have a duty to serve the interest of the
business and its owners shareholders . In the last two decades however there has
been an increasing realization that profit cannot be the only goal — that managers and
corporations have a duty to behave in a responsible fashion toward a set of stakehold-
ers which goes well beyond owners. These stakeholders include customers the com-
munity in which the business is located employees and even nonhuman entities such
as the environment.

The HR manager has a special role in ensuing that the organization deals fairly

and ethically with its employees and that employees deal fairly with one another the



organization and clients. Some theories of ethics list the duties that human beings
owe to one another in general. Although organizations are not necessarily subject to all
the ethical duties to which persons are at least some of these duties might be applied
to businesses to guide their dealings with employees and applicants. These duties in-
clude

® Respecting persons and not using them solely as means to one’s own ends

® Not doing any harm

® Telling the truth

e Keeping promises

® Treating people fairly and without discrimination

® Not depriving people of basic rights such as the rights to free speech and associa-

tion
In organizational terms fulfilling these duties may translate into

® Instituting careful health and safety practices informing employees of potentially
hazardous working conditions and taking responsibility for occupational disease and
stress-related illnesses traceable to working conditions

® Being truthful in recruiting

® Avoiding the use of invalid and discriminatory selection appraisal and advance-
ment systems

® Providing equal pay for work of comparable worth

® Providing ways for employees to voice their concerns and not illegally constraining
employees from exercising their right to form a union

® Following fair policies with regard to discipline termination for cause and reduc-

tions in force

Clearly as an intermediary between the organization and the employee the HR
professional has a large role to play in ensuring fair treatment. The HR function is also
charged with protecting the organization from potentially unethical employees. Ac-
cording to the” bad apple” perspective some individuals are simply predisposed to

behave unethically and should be weeded out by the selection process. Applicants who



