Chapter 1: The World of Human Resources Management


human resources management (HRM)
· the process of managing human talent to achieve an organization’s objective


Human Capital and HRM

organizations “compete through people”
· achieving success increasingly depends on an organization's ability to manage talent, or human capital

human capital
· the economic value of employees’ knowledge, skills, and capabilities
· intangible and cannot be managed the way organizations manage jobs, products, and technologies
· to build human capital in organizations, managers must continue to develop superior knowledge, skills, and experience within their workforces and retain and promote top performers
· organizations have to find ways to better utilize the knowledge of their workers


Competitive Challenges and Human Resources Management
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Challenge 1: Responding Strategically to Changes in the Marketplace

Ability to adapt
· key to capturing opportunities and overcoming obstacles, as well as the very survival of organizations

HR Managers and Business Strategy

HR professionals
· can help improve not only a company's bottom line by streamlining employment costs but also the top line by forecasting labour trends, designing new ways to acquire and utilize employees, measuring their effectiveness, and helping managers enter new markets
· HR managers need an intimate understanding of their firms’ competitive business operations and strategies, whatever they may be

Six Sigma
· set of principles and practices whose core ideas include understanding customer needs, doing things right the first time, and striving for continuous improvement

change management
· systematic way of bringing about and managing both organizational changes and changes on the individual level



· Reengineering
· the fundamental rethinking and radical redesign of business processes to achieve dramatic improvements in cost, quality, service, and speed

· Downsizing
· planned elimination of jobs

· Outsourcing
· hiring someone outside the company to perform business processes that were previously done within the firm

Organizations that have been successful in engineering change:
· Link the change to the business strategy
· Show how the change creates quantifiable benefits
· Engage key employees, customers, and their suppliers early when making a change
· Make an investment in implementing and sustaining change

reactive changes
· result when external forces, such as the competition, a recession, a law change, or a crisis, have already affected an organization's performance

proactive changes
· initiated by managers to take advantage of targeted opportunities, particularly in fast-changing industries in which followers are not successful


Challenge 2: Competing, Recruiting, and Staffing Globally

Globalization
· trend to opening up foreign markets to international trade and investment

How companies globalize:
· opening subsidiaries in international locations
· partnerships
· mergers

General Agreement on Tariffs and Trade (GATT)
· established rules and guidelines for global commerce between nations and groups of nations

How Globalization Affects HRM
· managers have to balance a complicated set of issues related to different geographies, including different cultures, employment laws, and business practices
· HR issues include dealing with employees today who, via the Internet, are better informed about global job opportunities and are willing to pursue them, even if it means working for competing companies
· gauging the knowledge and skill base of international workers and figuring out how best to hire and train them, sometimes with materials that must be translated into a number of different languages
· relocating managers and other workers to direct the efforts of an international workforce
· HR personnel frequently responsible for implementing training programs and enhancing their firms’ managers’ understanding of other cultures and practices, as well as dealing with the culture shock these workers might experience and pay differentials that must be adjusted, depending on the country


Challenge 3: Setting and Achieving Corporate Social Responsibility and Sustainability Goals

corporate social responsibility
· the responsibility of the firm to act in the best interests of the people and communities affected by its activities
· can not only help them avoid lawsuits but also improve their earnings
· more important to prospective workers in their job selection


sustainability 
· company's ability to produce a good or service without damaging the environment or depleting a resource

One of HR's leadership roles is to spearhead the development and implementation of corporate citizenship throughout their organizations, especially the fair treatment of workers.


 Challenge 4: Advancing HRM with Technology

collaborative software
· allows workers anywhere anytime to interface and share information with one another electronically—wikis, document-sharing platforms such as Google Docs, online chat and instant messaging, web and videoconferencing, and electronic calendar systems—have changed how and where people and companies do business

social media networking
· has become the new way to find employees and check them out to see if they are acceptable candidates
· HR managers are also grappling with whether or not to develop blogging and social media policies and whether or not to establish rules about the amount of time employees can spend online or to install software that cuts them off after a certain amount of time

From Touch Labour to Knowledge Workers

shift from “touch labour” to knowledge workers
· reduction in number of jobs that require little skill and increase in number of jobs that require considerable skill due to advanced technology

knowledge workers
· workers whose responsibilities extend beyond the physical execution of work to include planning, decision making, and problem solving

Influence of Technology on HRM

human resources information system (HRIS)
· computerized system that provides current and accurate data for purposes of control and decision making
· has become a potent weapon for lowering administrative costs, increasing productivity, speeding up response times, improving decision making, and tracking a company's talent

Impact of HRIS on HRM
1. operational
· automating routine activities, alleviating administrative burdens, reducing costs, and improving productivity internal to the HR function itself
· most frequent uses of HRIS include automating payroll processing, maintaining employee records, and administering benefits programs

2. relational
· connecting people with each other and with HR data they need
· companies are using software to recruit, screen, and pretest applicants online before hiring them as well as to train, track, and promote employees once they have been hired

3. transformational
· changing the way HR processes are designed and executed
· HR software can be used to set the developmental goals of its employees once they have been hired and to gauge how well they are meeting them

steps in choosing an HRIS
· HR personnel to evaluate the biggest “headaches” they experience, or the most time-consuming tasks, and then choose the applications that can have the strongest impact on the firm's financial measures—that is, the ones that get the “biggest bang for the buck”
· HR managers should then calculate the costs based on average salaries, or HR hours, that could be saved by using an HRIS, along with the hours of increased productivity that would occur as a result

Highlights in HRM 1.2: Factors to Consider When Evaluating a Human Resources Information System
· Fit of the application to the firm ‘s employee base
· Ability to upgrade or customize the software
· Compatibility with current systems
· User friendliness
· Availability of technical support
· Time required to implement and train staff members to use the HRIS
· Initial costs and annual maintenance costs

implementation of an effective HRIS:
· biggest advantage gained is that HR personnel can concentrate more effectively on the firm's strategic direction instead of on routine tasks
· forecasting personnel needs (especially for firms planning to expand, contract, or merge), planning for career and employee promotions, and evaluating the impact of the firm's policies—those related to both HR and other functions—to help improve the firm's earnings and strategic direction


Challenge 5: Containing Costs while Retaining Top Talent and Maximizing Productivity

Approaches to lowering labour-related costs
· carefully managing employees’ benefits
· downsizing
· outsourcing
· offshoring
· furloughing employees
· engaging in employee leasing in an attempt to enhance productivity

Downsizing

Advocates of a no-layoff policy often note that layoffs may backfire after taking into account hidden costs:
· Severance and rehiring costs
· Accrued vacation and sick-day payouts
· Pension and benefit payoffs
· Potential lawsuits from aggrieved workers
· Loss of institutional memory and trust in management
· Lack of staffers when the economy rebounds
· Survivors who are risk averse, paranoid, and political

Companies that avoid downsizing say they get some important benefits from such policies:
· A fiercely loyal, more productive workforce
· Higher customer satisfaction
· Readiness to snap back with the economy
· A recruiting edge
· Workers who are not afraid to innovate, knowing their jobs are safe

Furloughing
· situation in which an organization asks or requires employees to take time off for either no pay or reduced pay
· drawbacks
· costs are not cut as significantly as they would be with downsizing because employees generally retain their benefits while they are furloughed
· employees who are not furloughed often end up with more work and feel resentful, and product and service quality as well as innovation suffer as a result of the higher workloads
· can hurt a company's recruiting efforts when the public discovers it has resorted to such a measure 

Outsourcing
· relationship between companies and employees has shifted from relationship based to transaction based
· fewer people are working for one employer over the course of their lifetimes
· more people choosing to work on a freelance, or contract, basis or to work part-time (women and senior citizens)
· departments outsourced to increase the organization's flexibility and lower its overhead costs
· focus organization's activities on what they do best
Offshoring
· shifting work to overseas locations
· cost reduction is among the key motivators
· hidden costs include those associated with finding foreign vendors, productivity lost during the transition, domestic layoff costs, language difficulties, international regulatory challenges, and political and economic instability that can threaten operations

Nearshoring
· process of moving jobs closer to one's home country
· shipping finished goods cheaper, products get to sellers (and ultimately the buyers who want them) more quickly, which can provide a firm with a competitive advantage

Homeshoring
· outsourcing of work to domestic independent contractors who work out of their homes

Offshoring, nearshoring, and homeshoring
· will continue to be key employment strategies as global economies continue to shift
· key is for top managers, finance departments, and the offshoring consulting firms they hire to begin working in conjunction with their companies’ HR departments prior to these activities occurring
· HR managers have to work together with the firm's other functional groups to define and communicate transition plans, minimize the number of unknowns, and help employees identify their employment options

Employee Leasing
· process of dismissing employees who are then hired by a leasing company (which handles all HR-related activities) and contracting with that employee to lease back the employees
· mostly small companies sign agreements with professional employer organizations (PEOs)
· value lies in the fact that an organization can essentially maintain its working relationships with its employees but shift some employment costs to the PEO, in return for a fee

professional employer organization (PEO)
· typically a larger company who takes over the management of a smaller company's HR tasks and becomes a co-employer to its employees
· performs all the HR duties of an employer—hiring, payroll, and performance appraisal
· can provide employees with benefits that small companies cannot afford
· can offer their employees flextime, job sharing, part-time employment, consulting arrangements, seasonal work, and on-call work

Productivity Enhancements
· providing work flexibility is a good way to improve the productivity and motivation of valuable employees, especially when giving them larger benefit packages is not an option

employee productivity
· result of a combination of employees’ abilities, motivation, work environment, and the technology they use to work

productivity
· the output gained from a fixed amount of inputs
· organizations can increase their productivity either by
· cost approach
· reducing inputs
· investment approach
· increasing the amount produced by adding more human and/or physical capital to the process

The Business Case: Advantages of Part-Time Workers
· Reducing payroll costs – part-time and temporary workers seldom receive the same benefits as full-time workers
· Responding to fluctuations in demand – contingent workers can be hired/dismissed during high/low demand
· Access to specific expertise – hiring only for a specific need. Contingent workers can be used to bring in new ideas and skills from other organizations and/or train regular employees
· Organizations can “test” employees’ skills and fit with the organization by specifying a limited work contract. In this way, productive employees can be hired and those who are underperformers can be released without costly termination costs.


Challenge 6: Responding to the Demographic and Diversity Challenges of the Workforce

Demographic Changes
· changes in employee background, age, gender, and education all affect the workforce of an employer

The Diversity/Immigration Challenge
· [bookmark: _GoBack]immigrants are not only critical to firms’ very survival but also add to their strength and allow them to better attract and serve a larger customer base

Age Distribution of Employees
· sheer number of employees to replace those retiring and rapid drain of expertise
· older workers have fewer dependants and offer other cost savings (less turnover)
· millennial generation have good technological know-how and initiative, especially when it comes to starting their own businesses; particularly interested in meaningful work that will improve the world around them
· Generation X-ers value job security but less likely to stay with one company; independent, like challenging rather than repetitive work, and dislike supervisors who micromanage
· getting the three generations to work well together can create supervisory issues
· HR departments and experts are developing programs to help the generations understand one another better so they can capitalize on one another's strengths rather than preying on one another's weaknesses

Gender Distribution of the Workforce
· employers taking measures to ensure equal treatment of women in the workplace in terms of their advancement opportunities and compensation
· more companies are accommodating working parents by offering them parental leave, part-time employment, flexible work schedules, job sharing, telecommuting, and childcare and eldercare assistance
· HR departments will have to offer higher compensation packages to attract qualified candidates, and recruiting and selection systems will have to function much more competitively to identify talent

Harnessing a company's talent
· being aware of characteristics common to employees while also managing these employees as individuals
· not just tolerating or accommodating all sorts of differences but also supporting, nurturing, and utilizing these differences to the organization's advantage—in other words, strategically leveraging them rather than simply managing them so that people are treated equitably and “everyone gets along”


Challenge 7: Adapting to Educational and Cultural Shifts Affecting the Workforce

Education of the Workforce
· skills gap is huge and widening
· skills assessment test results provide managers with information about the gaps in existing skills sets in employees

Cultural Changes
· attitudes, beliefs, values, and customs of people in a society affect their behaviour on the job and the environment within the organization, influencing their reactions to work assignments, leadership styles, and reward systems

Employee Rights
· laws granting employees the right to equal employment opportunity, union representation if they desire it, a safe and healthful work environment, pension plans regulated by the government, equal pay for men and women performing essentially the same job, and privacy in the workplace

Concern for Privacy
· countries prohibit the transfer of personal data to countries with inadequate data protection laws
· companies implement privacy policies and try to limit the use of social insurance numbers on time sheets, log-in sheets, and other employment forms
· lock up employee files, conduct background checks on employees who have access to others’ files, educate employees in fraud prevention, and contract with outside firms specializing in identity theft
· employers have a right to monitor their email and Internet use
· electronic surveillance in the workplace a key issue




Personal Information Protection and Electronic Documents Act (PIPEDA)
· federal law that deals with the collection, use, and disclosure of personal information
· requires federally regulated organizations holding personal information on customers or employees to obtain their consent before they use, collect, or disclose this information

The Changing Nature of the Job
· emergence of nonstandard jobs—that is, part-time, temporary, or contract work
· as job security erodes, so do pension plans and health care benefits, especially for part-timers

Changing Attitudes Toward Work
· younger employees believe satisfaction in life is more likely to result from balancing their work challenges and rewards with those in their personal lives
· tend to be focused on finding interesting work and are more inclined to pursue multiple careers rather than being satisfied with just “having a job”
· people seeking ways of living that are less complicated but more meaningful

Balancing Work and Family
· organizations finding it advantageous to provide employees with more family-friendly options including flexible work hours, daycare, eldercare, part-time work, job sharing, pregnancy leave, parental leave, executive transfers, spousal involvement in career planning, assistance with family problems, and telecommuting
· four-day workweeks to lessen their employees’ commuting costs (particularly with rising gasoline prices).
· accommodating employees’ individual needs and situations a powerful way to attract and retain top-calibre people
· family-friendly companies have to balance the benefits they provide to families versus their single employees

image1.jpeg





Chapter

e e o et s g e

: The World of Human Resources Management

hatunae 1 Responding Sceply o Changs i e rkalac

[ETRe—————
et _,i.mr-w-unn_mﬁmmm
"‘:‘,......-..,,.... e ——

L T ————



