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The choppy and slow recovery of the U.S. economy means that both con-
sumers and businesses are carefully considering their spending patterns and
investments. Both private-and public-sector employers are calling back work-
ers laid off during the recession and/or cautiously adding new employees if
they see an increased demand for their products or services. Some companies
are struggling to find qualified, talented, and skilled employees despite the
many workers available due to the high unemployment rate. Also, they are
continuing to examine how they can improve their “bottom line” while reduc-
ing costs. This has resulted in not only considering purchasing new technol-
ogy and upgrading equipment, but putting a greater emphasis on ensuring
that management practices and working conditions help employees work
harder and smarter.

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

Regardless of whether a company’s strategic direction involves downsizing,
restructuring, growth, or a merger or acquisition, how human resources are
managed is crucial for providing “value” to customers, shareholders, employ-
ees, 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 capi-
tal, physical capital, and human capital to create “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 reputation and brand as
a responsible business, and its ability to attract talented employees. For exam-
ple, the human resource practices at companies such as Google, SAS, REI, and
Wegmans Food Markets helped them earn recognition on Fortune magazine’s
recent list of the “The Top 100 Companies to Work For.” This kind of publicity
creates a positive image for these companies, helping them attract new employ-
ees, motivate and retain their current employees, and make their products and
services more desirable to consumers.

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



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 succeed in a dynamic competitive environment. Sustainability
depends on how well a company meets the needs of those who have an inter-
est in seeing that the company succeeds. Challenges to sustainability include
the ability to deal with economic and social changes, engage in responsible
and ethical business practices, efficiently use natural resources and protect
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. To compete in today’s economy companies
use mergers and acquisitions, growth, and downsizing. Companies rely on
skilled workers to be productive, creative, and innovative and to provide
high-quality customer service; their work is demanding and companies can-
not guarantee job security. One issue is how to attract and retain a committed,
productive workforce in turbulent economic conditions that offer oppor-
tunity for financial success but can also turn sour, making every employee
expendable. Forward-looking businesses are capitalizing on the strengths of
a diverse multigenerational workforce. The experiences of Enron, News of the
World, and Lehman Brothers provide vivid examples of how sustainability
depends on ethical and responsible business practices, including the manage-
ment 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 manage-
ment practices that address short-term needs but help ensure the long-term
success of the firm. The development and choice of human resource manage-
ment practices should support business goals and strategy.

The role of ethical behavior in a company’s sustainability has led us to
include more discussion and examples of “integrity in action” in this edition.
The actions of top executives and managers show employees how serious
they are about human resource management practices. Also, employees look
at their behaviors to determine if they are merely giving “lip service” to ethi-
cal behavior or if they genuinely care about creating an ethical workplace. As
a result, in this edition of the book we include Integrity in Action boxes that
highlight good (and bad) decisions about HR practices made by top execu-
tives, company leaders, and managers that either reinforce (or undermine)
the importance of ethical behavior in the company.

* The global challenge. Companies must be prepared to compete with com-
panies from around the world either in the United States or abroad. Compa-
nies must both defend their domestic markets from foreign competitors and
broaden their scope to encompass global markets. Globalization is a continu-
ing challenge as companies look to enter emerging markets in countries such
as Brazil and China to provide their products and services.

* The technology challenge. Using new technologies such as computer-aided
manufacturing, virtual reality, and social media can give companies an edge.
New technologies can result in employees “working smarter” as well as
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providing higher-quality products and more efficient services to customers.
Companies 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 pro-
grams, and reward systems often need to be reconfigured to support employ-
ees’ use of new technology. The three important aspects of high-performance
work systems are (1) human resources and their capabilities, (2) new tech-
nology and its opportunities, and (3) efficient work structures and policies
that allow employees and technology to interact. Companies are also using
social media and 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 geo-
graphically different locations.

We believe that organizations must successfully deal with these challenges to
create 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 under-
gone substantial change and redefinition. Many articles written in both the
academic and practitioner literature have been critical of the traditional HRM
function. Unfortunately, in many organizations HRM services are not provid-
ing 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
organizations, managers themselves are becoming more responsible for HRM
practices and most believe that people issues are critical to business success. Sec-
ond, most managers believe that their HRM departments are not well respected
because of a perceived lack of competence, business sense, and contact with
operations. A study by Deloitte consulting and The Economist Intelligence Unit



found that only 23% of business executives believe that HR currently plays a sig-
nificant 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. An important way, which we highlight throughout
the text, is through using “Big Data” and evidence-based HR to demonstrate the
value of HRM practices.

Our intent is to provide students with the background to be successful HRM
professionals, 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 empha-
sizes how a manager can more effectively manage human resources and high-
lights important issues in current 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 experi-
ences of four authors who have taught human resource management to
undergraduates, traditional day MBA students as a required and elective
course, and more experienced managers and professional employees in
weekend and evening MBA programs. 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 busi-
ness. 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 social networking, talent manage-
ment, 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.

* The Chapter openers, in-text boxes, and end-of-chapter materials provide ques-
tions that provide students the opportunity to discuss and apply HR concepts to
a broad range of issues including strategic human resource management, HR in
small businesses, ethics and HR'’s role in helping companies achieve sustainabil-
ity, adopt and use technology, adapt to globalization, and practice integrity. This
should make the HR classroom more interactive and increase students” under-
standing of the concepts and their application.

Organization

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

Chapter 1 provides a detailed discussion of the global, new economy, stake-
holder, and work system challenges that influence companies’ abilities to
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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 competi-
tive 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. A key focus of
the legal chapter is enhancing managers’ understanding of laws related to sexual
harassment, affirmative 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 by improving employees” motivation and satisfaction 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. Strat-
egies 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 position. 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 per-
sonality, 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 learn-
ing environment, and ensuring that training is used on the job. The advantages
and disadvantages of different training methods are described, such as e-learn-
ing and mobile training.

Part 3 explores how companies can determine the value of employees and
capitalize on their talents through retention and development strategies. The
performance management chapter examines the strengths and weaknesses of
performance management 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 satisfaction to avoid absenteeism and
turnover. The use of employee surveys to monitor job and organizational char-
acteristics that affect satisfaction and subsequently retention 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 differ-
ent jobs, given the company’s compensation strategy and the worth of jobs. The
advantages and disadvantages of merit pay, gainsharing, and skill-based pay



are discussed. The benefits chapter highlights the different types of employer-
provided benefits and discusses how benefit costs can be contained. Interna-
tional comparisons of compensation and benefit practices are provided.

Part 5 covers special topics in human resource management, including labor-
management relations, international HRM, and managing the HRM function.
The collective bargaining and labor relations chapter focuses on traditional issues
in labor-management relations, such as union structure and membership, the
organizing process, and contract negotiations; it also discusses new union agen-
das and less adversarial approaches to labor-management relations. Social and
political changes, such as introduction of the euro currency in the European Com-
munity, are discussed in the chapter on global human resource management.
Selecting, preparing, and rewarding employees for foreign assignments is also
discussed. The text concludes with a chapter that emphasizes how HRM practices
should be aligned to help the company meet its business objectives. The chapter
emphasizes that the HRM function needs to have a customer focus to be effective.

New Feature and Content Changes
in This Edition
Chapter 1

A new chapter opener discusses Mars Incorporated and their HR practices.
The updated Table 1.1 shows the responsibilities of HR departments. There is a
new discussion of the expectations managers have of HR, including examples
of how HR is supporting companies’ business strategies. A discussion of the
use of Big Data in HR and a discussion of competencies needed for HR profes-
sionals are new to this edition. The discussion of competencies is based on the
SHRM competency model and is illustrated in the new Figure 1.3 which shows
the competencies and example behaviors for HR professionals. Table 1.3 out-
lines the updated salaries for HR positions. The definition and discussion of
sustainability and the triple bottom line (e.g. economic, social, and economic
benefits) has been updated along with the discussion of the economy reflect-
ing recent economic and labor market data. There are new examples of how
Honeywell is cautiously adding employees. Updated employment projec-
tions from 2012-2020 are discussed in this chapter and reflected in Table 1.4.
Table 1.5 has been revised to show the fastest growing jobs and occupations
and declining jobs and occupations. There is a discussion of the relationship
between occupational growth, educational requirements, and wages and
how companies are coping with skill deficits (e.g., Broseh and Aegis Sciences
Corporation). New examples include Extended Stay of America’s facilitating
change to benefit the business, WD-40’s learning culture, and Caesars Enter-
tainment use of evidence-based HR for analyzing heath care costs. Other
new examples that have been added are Lockheed Martin Missiles and Fire
Control—the 2013 Malcolm Baldrige award winning company—and Coke’s
use of socially responsible product development practices. Labor force statis-
tics have been revised to reflect the new genders, ages, and generations in the
workforce, including new figures on immigration in the population and work-
force. A new discussion of generations and generational differences and their
potential impact in the workplace can be found in Chapter 1, accompanied
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by a new table showing generations in the workforce. An updated Compet-
ing through Sustainability box focuses on the example of Gilbane Building
Company’s use of “green” practices and offers discussion questions for stu-
dents. There are new statistics on unethical conduct in the workplace and an
updated discussion of legal issues—including the implications of employ-
ers’ not offering employees health insurance. A new Figure 1.7 illustrates the
principles of ethical companies. The focus on ethics continues with a new
Integrity in Action box (which includes questions for students) that features
how the CEO of Dynergy changed the company culture using HR practices.
A new Competing through Globalization box features how the CEO of Titan
International criticized France and union employees. New discussions and
examples of U.S. companies’ reshoring business operations have been added.
The issue of cloud computing is addressed. The updated Competing through
Technology box includes examples of Verizon'’s use of social media tools. New
chapter-ending Look Back questions return to the opening discussion on Mars
Incorporated. An updated Exercising Strategy case features the unique and
successful Zappos. A new chapter-ending element—HR in Small Business—
presents a case on how HR has been working for a small, but growing, ser-
vice firm. Yahoo’s controversial act of overturning the policy of working from
home provides a discussion in the new Managing People case.

Chapter 2

A new chapter opening case discusses Samsung’s organizational transformation
through strategic HRM. There is a new Competing through Globalization box
on GM’s increasing presence in China. The new Competing through Technology
box discusses on the risks in innovation, focusing on problems with Boeing’s 787
Dreamliner. There is a new example of Procter and Gamble’s acquisition of Gil-
lette. Samsung’s open employment, going against the Asian norms of employing
women or individuals from non-elite educational institutions, is covered in the
new Integrity in Action box. A new Competing through Sustainability box dis-
cusses the risks of sustainability, focused on the failure of Solyndra. New end of
chapter material includes a new Look Back case discussing how Samsung devel-
oped a strategy around differentiation through innovative products with attrac-
tive designs, and the HR in Small Business case: Radio Flyer Rolls Forward.

Chapter 3

The chapter opening case on Walmart’s discrimination lawsuit has been
updated. A Competing through Globalization box showing how China’s labor
laws may go against employees’ desires to work more hours is new to this edi-
tion. Figure 3.1 has been revised to show the current number of complaints for
various types of discrimination according to the EEOC. The new Integrity in
Action box discusses Best Buy’s CEO being fired for an inappropriate relation-
ship with an employee (negative example of ethical leadership). Safety in the
Bangladesh garment industry is discussed in the new Competing through Sus-
tainability box. Figure 3.2 has been updated with OSHA information on injuries
and deaths at work. The new Competing through Technology box points out the
pros and cons of working from bed.



Chapter 4

This chapter opens with a new vignette on how changes in organizational
structure and workflow design helped General Motors return to profitabil-
ity in 2012 after years of being uncompetitive in the automobile industry.
The new Technology box discusses how the use of robots in manufactur-
ing is rewriting the rules regarding the relationship between increased pro-
ductivity and employment rates. The new Globalization box highlights the
human cost associated with “fast fashion” and illustrates why some forms
of competitive advantage can often only be achieved at the expense of work-
ers. In the new Integrity in Action box, we see how an organizational culture
that traditionally ignored safety was overhauled, and how this change also
helped increase productivity. In the new Sustainability box, we describe how
evidence associated with the impact of concussions on professional football
players is threatening to forever change the most popular sport in the United
States. A revised Exercising Strategy case illustrates how smaller firms can
employ cross-functional teams located in close proximity to their customers
to compete successfully against much larger firms, and an updated Managing
People case shows how many companies are stretching job descriptions to the
limit of what many workers can endure. Additional material has also been
added to the text that illustrates how private equity firms employ advanced
workflow design methods to rejuvenate failing firms and how many firms try
to structure themselves in a fashion that limits the size of sub-units to “Dun-
bar’s Number”—reflecting the evolutionary limits to how many people can
work together efficiently.

Chapter 5

The new chapter opening vignette describes how U.S. manufacturing is making
a comeback and why many organizations that used to offshore many jobs are
now moving those jobs back to America. A new Technology box describes the
inner workings of computerized applicant tracking systems and how a well-
informed job candidate can increase her or his chance of landing an interview
by matching the description of their work experience to the algorithm being
used by the system. A new Globalization box examines the challenges of bal-
ancing the rights and responsibilities of labor market newcomers versus estab-
lished players when transforming from a historically important but non-viable
business model to a new and uncertain business model. We also explore the
impact of new laws that seek to eliminate illegal immigrant labor and reduce
local unemployment in a new Sustainability box, and show why more often
than not, these initiatives fail. In a new Integrity in Action box, we describe
why anti-poaching policies are an attractive, but illegal, practice when it comes
to preventing organizational turnover. A revised Exercising Strategy case
shows how small companies battle industry giants when it comes to recruiting
technical talent and a new Managing People case illustrates how “short-work”
programs in Europe help reduce unemployment rates. Additional material has
also been added to the text that illustrates how the new Affordable Care Act
is likely to result in an undersupply of health care workers and an increased
demand for part-time labor.
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Chapter 6

A new opening vignette describes major changes in U.S. demographics and the
implications this has for staffing jobs in the future. The new Technology box
examines how organizations are employing “big data” and computer analytic
methods to go beyond the traditional limits of human judgment when it comes
to making hiring decisions. The rise of “Pink Quotas” that have been introduced
in many European companies in order to increase the number of women on cor-
porate boards is described in a new Globalization box, and the reasons why this
has been a boon for U.S. women instead of European women is discussed. In
the new Sustainability box we examine why long bouts of unemployment make
some people unemployable forever, and what can be done to reverse this trend.
In a new Integrity in Action box we highlight how new municipal laws that try
to create quotas for city residents often backfire and do more harm than good
for both legal reasons and competitive reasons. A revised Exercising Strategy
case describes how the SEAL team that found and killed Osama bin Laden was
composed in terms of not only skills but personality traits. Religious discrimina-
tion in France is then described in a new Globalization box, showing why it is
very difficult for Muslims to obtain jobs in that country. In the main section of
the text, we have added new material that suggests that performance in orga-
nizations is not normally distributed, but instead reflects a “power law,” and
the implications this has for the utility of testing programs, as well as how the
practice of hiring intact teams, instead of composing teams, is also on the rise.

Chapter 7

The new chapter opener highlights the learning opportunities at Farmers Insur-
ance Group. There is a new discussion of how Jiffy-Lube embraces continuous
learning that supports the business strategy. The Integrity in Action box in this
chapter highlights how Ernst & Young’s chief learning officer connected learn-
ing tobusiness leaders and includes discussion questions for students. Figure 7.2
has been updated to present the six stages of the training process. Updated
Table 7.1 shows examples of strategic initiatives and their implications for
training practices. Table 7.2 has been updated to present questions to ask
vendors and consultants. The updated Competing through Sustainability
box includes a discussion of Project Hope as well as discussion questions for
students. There is a new example explaining how Verizon’s learning design
facilitates learning and the transfer of training. Updated Figure 7.5 provides
an overview of the use of training methods across all size companies. Two
new examples in this chapter include how SAP is using the i-pad for training,
and the use of games for training. A new Competing through Globalization
box illustrates how Nissan is using a virtual classroom for training its global
workforce. There is a new discussion about internships as on-the-job learn-
ing. Updated discussions include the disadvantages of simulations and the
reorganized discussion of e-learning, web-based training, and online learning.
The new Competing through Technology box, which includes student discus-
sion questions, features companies’ use of social media and apps for learning.
An example of experiential learning methods as well as a new discussion and
examples of Kaizen as an action learning method are new in this chapter. There
is an updated discussion of advice for choosing a training method, and the use



of ROl in training evaluation. Examples of how Guardian Industries prepares
and stays in contact with expatriate employees are now covered in this chapter.
Updated discussions include how Sodexo manages diversity and IBM’s use
of online onboarding. A new figure shows the four steps in onboarding. New
Table 7.6 shows the characteristics of effective onboarding programs. New end
of chapter material includes Look Back questions focusing on Farmers Insur-
ance, a Managing People case focusing on training and learning at Mike’s Car
Wash, an Exercising Strategy case that focuses on improving customer service
at Best Buy, and HR in Small Business case focusing on how a pizza restaurant
effectively trains its employees.

Chapter 8

The new chapter opener features how different companies are evaluating what
employees do as well as how they do it. There is a new Integrity in Action
box including discussion question for students that focuses on how CarMax’s
CEO uses listening and feedback skills to enhance employee performance. An
example of how Grange Insurance evaluates employees” behavior based on the
company’s core values is new to this edition. Anew Competing through Sustain-
ability box features how Connecticut Health Foundation evaluates performance
to insure that it relates to its nonprofit mission and goals and includes a discus-
sion question for students. Peer evaluation from International Fitness Holdings
is a new example in Chapter 8. An updated Competing through Technology box
includes examples of Facebook-like applications and social media tools for per-
formance management and discussion questions for students. A new evidence-
based HR features Google and their use of Big Data for evaluating managers’
performance. New end of chapter content includes questions for A Look Back,
a Managing People case featuring performance management at Scripps Health,
and an HR in Small Business case featuring performance management at a small
veterinarian center.

Chapter 9

There is a new learning objective for using the 9-box grid for identifying
where employees fit in the succession plan. The new chapter opener highlights
employee development at ESPN. There is a new example of how Brooks Reha-
bilitation uses assessment, action plans, and job experiences for developing
managers. Competing through Technology box has been updated with student
discussion questions. New examples include the use of formal education for
development: McDonald’s Hamburger University, and HCA Inc.’s use of job
experiences for development. Updated Table 9.3 shows leadership development
programs at GE. The discussion of tuition reimbursement programs has been
updated. There is a new company example for evidence-based HR: MassMutual
Financial Group’s Career Resource Center. New discussions include DiSC as
an assessment tool, and the temporary assignments and examples from sanofi-
aventis. A discussion of sabbaticals and new company examples from REI
have been enhanced. There are new examples of PepsiCo’s use of temporary
assignments sending employees to start-up companies. New research has been
included regarding coaching and examples of coaching from ConAgra Foods.
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New Competing through Sustainability box features management develop-
ment at New York Presbyterian Hospital including discussion questions for the
students. The new Integrity in Action box focuses on General David Petraeus’s
mentoring relationship and includes a student discussion question. A new dis-
cussion of the 9-box grid includes a new figure illustrating the grid. The new end
of chapter material includes Look Back questions focusing on ESPN employee
development, an Exercising Strategy case on Qualcomm, self-assessment exer-
cise using Keirsey Temperament Sorter, Managing People case featuring man-
agement development at Tyson Foods, and HR in Small Business case featuring
a sabbatical at a social services company.

Chapter 10

This chapter opens with a new vignette that describes what is meant by the
term “churn rate” and why the reduction in this rate has fueled long-term
unemployment problems in the U.S. workforce. In a new Technology box, we
describe the recent advances made in “telepresence robots” and how this is
reshaping how organizations manage a distributed workforce. We also describe
the recent Han Hoi riot in China in a new Globalization box, and how this event
reflects changing power relationships between employers and workers, as well
as between outsourcing firms and the Chinese government. In a new Sustain-
ability box we show why Yahoo has eliminated its “flextime programs” despite
evidence from many other companies that these sorts of programs can work in
certain contexts. Our new Integrity in Action box discusses the role of whistle-
blowing in organizations and society, using the recent case of Edward Snowden
as an example. In our revised Exercising Strategy case, we examine the role of
British Petroleum’s Human Resource Department as a contributing factor to the
Gulf Oil disaster, and in a revised Managing People case we see how one flight
attendant became a hero for many when he quit his job in a very memorable
way. In the main section of the text we present new evidence on how job dis-
satisfaction can be contagious among workers and how the factors that drive
satisfaction among millennials differ dramatically from what drove job satisfac-
tion among their parents.

Chapter 11

The new chapter opening vignette and new Globalization box discuss the rea-
sons (labor costs and otherwise) global companies choose particular countries
as locations for their production plants. Data on executive pay and company
performance and on international wage comparisons have been updated. The
new Sustainability box examines whether enthusiasm for Apple products alone
is enough reason for people to continue to work at Apple stores or whether
Apple’s pay policies will need to change. The new Technology box demon-
strates how companies are using “Big Data” to make better decisions about
how much to pay different employees. The new Integrity in Action box explores
what happens when efforts meant to protect workers are not necessarily what
the workers themselves want. The chapter closes with a new case on the contro-
versial new Dodd-Frank Act provision requiring companies to disclose the ratio
of CEO pay to worker pay.



Chapter 12

The new chapter opening vignette describes how Citigroup is using a new bal-
anced scorecard to measure and reward executives for both financial and nonfi-
nancial performance. A new exhibit provides another example of a new balanced
scorecard, in this case at Merck. The new Technology box describes how orga-
nizations adjust their pay for “hot skills” jobs (e.g., in information technology)
that are in short supply. A new Sustainability box describes how U.S. automak-
ers such as Ford and General Motors have negotiated with the United Auto
Workers Union to shift a greater share of total compensation to profit sharing,
reducing the fixed (wage) component of cash compensation. A new evidence-
based HR feature explains how one company turned to open book management
to turn the company around by getting more input from employees on how
to do things better. A new Integrity in Action box examines how several U.S.
companies are positioning themselves to recover compensation paid to execu-
tives who are later found to have taken actions that harmed the company and/
or investors. The Globalization box describes action by regulators in the Euro-
pean Union to cap the compensation of some bankers (and how banks have
reacted). A new section analyzes how incentive design can influence the likeli-
hood of excessive risk taking by employees. New data are included to document
the substantial growth (especially relative to traditional merit pay increases) in
the importance of merit bonuses in organizations. The chapter concludes with
a new case that addresses the question of whether employee stock ownership
programs (ESOPs) are good for employees.

Chapter 13

The chapter opening vignette summarizes Michelin’s use of incentives and
penalties to influence employees to make healthier choices, which can gener-
ate significant health care savings. The new Technology box looks at how com-
panies are controlling workers compensation costs. The new Sustainability box
describes how Google used data analytics to help employees make healthier
lifestyle choices when visiting its well-loved cafeteria. The new Globalization
box highlights some of the unique health issues that expatriates and their fami-
lies can encounter overseas and how companies try to address such issues.
The new evidence-based HR feature describes how Caesar’s used “Big Data”
to reduce health care costs by reducing employee emergency room visits. New
exhibits describe how companies choose benefits objectives and how they com-
municate benefits information to employees. A new section describes how the
new Affordable Care Act will affect employers and the chapter closes with a
new case that highlights how some employers are reacting to the new Act.

Chapter 14

The new chapter opening vignette talks about why and how workers are seek-
ing stronger rights and protections through labor unions in China and Bangla-
desh. A new section describes nonunion worker representation systems and how
they compare to union representation systems. The new Integrity in Action box
described how retailers have reacted to the Rana Plaza tragedy in Bangladesh to
act to make supplier factories safer. The new Globalization box described how
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Renault is working with its union workers to increase production flexibility
(and its ability to compete) in exchange for expanding production in locations
that agree to these changes. The Sustainability box describes how companies
in the trucking, retail food, and construction industries are working with the
Teamsters and other unions to save worker pensions. The chapter concludes
with a new case that explores how Hostess Brands (maker of the Twinkie) plans
to exit bankruptcy without the unionized employees it once had.

Chapter 15

The new chapter opening case discusses Smithfield Foods’ acquisition by
China’s Shuanghui Group. Table 15.1 has been updated with the Fortune global
top 25 largest organizations. Updated hourly cost comparisons across a variety
of countries are presented. The Integrity in Action box on Aflac’s Don Amos
(positive example of ethical leadership) is new in this edition. Brazil’s use of
social media is discussed in the new Competing through Technology box. A
new Competing through Globalization box describes how Apple is bringing
jobs back to the U.S. The Competing through Sustainability box discusses Fisker
Automotive, a builder of electric cars. Comparing the cost of living in different
global cities is the theme of the updated Table 15.6. The Look Back content as
well as the HR in Small Business case are new end of chapter material.

Chapter 16

The new Competing through Globalization box looks at what is considered a
bribe in different countries. New figures with up-to-date examples of strategies,
talent management models and leadership models at Goodyear and Kroger
include Figure 16.3, Goodyear’s Customer Centric View of HR; Figure 16.5,
Goodyear’s Strategic Business Priorities; Figure 16.6, Goodyear’s Global Talent
Management Process; and Figure 16.8, Kroger’s Leadership Model. TD Bank’s
efforts to create an internal social network are discussed in the new Competing
through Technology box. A new Competing through Sustainability box is on
how Electrolux uses sustainability efforts to attract and retain employees. John
Corzine, CEO of MF Global, and how he purposely or inadvertently encouraged
subordinates to commit ethical and legal violations (negative example of ethical
leadership) is covered in the new Integrity in Action box.

Acknowledgments

As this book enters its ninth edition, it is important to acknowledge those
who started it all. The first edition of this book would not have been pos-
sible if not for the entrepreneurial spirit of two individuals. Bill Schoof, presi-
dent of Austen Press, gave us the resources and had the confidence that four
unproven textbook writers could provide a new perspective for teaching
human resource management. John Weimeister, our former editor, provided
us with valuable marketing information, helped us in making major decisions
regarding the book, and made writing this book an enjoyable process. Mike
Ablassmeir, our current editor, continues to provide the same high-quality
guidance and support we received from John. We also worked with an all-star



Preface

development and project management team, including Heather Darr, Jane
Beck, and Susan Lombardi. Their suggestions, patience, gentle prodding, and
careful oversight kept the author team focused on providing a high-quality
revision while meeting publication deadline. They also carefully reviewed the

revised manuscript.

We would also like to thank the professors who gave of their time to review
the text and attend focus groups to help craft this ninth edition. Their helpful
comments and suggestions have greatly helped to enhance this edition:

Vondra Armstrong
Pulaski Technical
College

Brian Bartel
Mid-State Technical
College

Stacy Campbell
Kennesaw State
University

Susie Cox
McNeese State
University

Shaun W. Davenport
High Point University

David Gerth
Nashuville State
Community College

Beth A. Livingston
Cornell University

Michael Dane Loflin
York Technical College

Pamela Mulvey
Olney Central College
Lake Land College

Angela Miles
North Carolina A&T State
University

David M. Nemi
Niagara County
Community College

Nhung Nguyen
Towson University

Thomas J. Norman
California State
University—-Dominguez
Hills

Craig J. Russell
University of Oklahoma

Machelle K. Schroeder,
PhD, SPHR

University of
Wisconsin—Platteville

Carol S. Steinhaus, PhD
Northern Michigan
University

J. Bruce Tracey
Cornell University

Sheng Wang
University of Nevada—
Las Vegas

Jenell Wittmer, PhD
University of Toledo

Steve Woods
University of
Baltimore

We would also like to thank the reviewers and focus group participants who
made important suggestions for previous editions of this text. Their comments
have helped to develop the book from edition to edition:

Richard Arvey
National University of
Singapore

Steve Ash

University of Akron

Carlson Austin
South Carolina State
University

Janice Baldwin
The University of Texas
at Arlington

Alison Barber
Michigan State University

Kathleen Barnes
University of Wisconsin,
Superior

James E. Bartlett, II

University of South
Carolina—Columbia

Ron Beaulieu
Central Michigan
University

Joan Benek-Rivera
University of
Pennsylvania—Bloomsburg
Philip Benson

New Mexico State
University

Nancy Bereman
Wichita State
University

Chris Berger
Purdue University

Xix



XX Preface

Carol Bibly
Triton College

Angela Boston
The University of Texas
at Arlington

Wendy Boswell
Texas A&M University

Sarah Bowman
Idaho State University

Charles Braun
University of Kentucky

James Browne
University of Southern
Colorado

Ronald Brownie
Purdue University—North
Central

Jon Bryan
Bridgewater State College

Gerald Calvasina
Southern Utah
University

Martin Carrigan
University of Findlay

Georgia Chao
Michigan State
University

Fay Cocchiara
Arkansas State
University

LeAnne Coder
Western Kentucky
University

Walter Coleman
Florida Southern College

Mary Connerley
Virginia Tech University

Donna Cooke
Florida Atlantic
University—Davis

Craig Cowles
Bridgewater State College

Michael Crant
University of
Notre Dame

Shannon Davis
North Carolina State
University

Roger Dean
Washington & Lee
University

John Delery
University of Arkansas

Fred Dorn
The University of
Mississippi

Jennifer Dose
Messiah College

Tom Dougherty
University of Missouri

Berrin Erdogan
Portland State
University

Angela Farrar
University of Nevada—Las
Vegas

Dyanne Ferk
University of
Illinois—Springfield

Robert Figler
University of Akron

Louis Firenze
Northwood University

Art Fischer
Pittsburgh State
University

Barry Friedman
State University of New
York at Oswego

Cynthia Fukami
University of Denver

Daniel J. Gallagher
University of
Illinois—Springfield

Donald G. Gardner
University of Colorado at
Colorado Springs

Bonnie Fox Garrity
D"Youville College

Sonia Goltz
Michigan Technological
University

Bob Graham
Sacred Heart University

Terri Griffith
Washington University

Ken Gross
University of
Oklahoma—Norman

John Hannon
University at Buffalo

Bob Hatfield
Indiana University

Alan Heffner
James Monroe Center

Fred Heidrich
Black Hills State
University

Rob Heneman
Obhio State University

Gary Hensel
McHenry County
College

Kim Hester
Arkansas State
University

Nancy Higgins
Montgomery
College—Rockuille

Wayne Hockwater
Florida State University

Denise Tanguay Hoyer
Eastern Michigan
University

Fred Hughes
Faulkner University



Natalie J. Hunter
Portland State University

Julie Indvik
California State
University, Chico

Sanford Jacoby
University of California,
Los Angeles

Frank Jeffries
University of
Alaska—Anchorage

Roy Johnson
lowa State University

Gwen Jones
Fairleigh Dickinson
University

Gwendolyn Jones
University of Akron

Hank Karp
Hampton University

Marianne Koch
University of Oregon

James Kolacek
Palm Beach Atlantic
University

Tom Kolenko
Kennesaw State College

Elias Konwufine
Keiser University

Beth Koufteros
Texas A&M University

Ken Kovach
George Mason
University

Chalmer Labig
Oklahoma State
University

Patricia Lanier
University of Louisiana at
Lafayette

Vonda Laughlin
Carson-Newman College

Helen LaVan
DePaul University

Renee Lerche
University of Michigan

Nancy Boyd Lillie
University of North Texas

Karen Locke
William & Mary

Susan Madsen
Utah Valley University

Larry Mainstone
Valparaiso University

Ann-Marie Majeskey
Mount Olive College

Liz Malatestinic
Indiana University

Patricia Martina
University of Texas—San
Antonio

Nicholas Mathys
DePaul University

Lisa McConnell
Oklahoma State
University

Liliana Meneses
University of Maryland
University College

Jessica Methot
Rutgers University

Stuart Milne
Georgia Institute of
Technology

Barbara Minsky
Troy University

Kelly Mollica
University of Memphis

Jim Morgan
California State
University—Chico

Gary Murray
Rose State College

Preface

Millicent Nelson
Middle Tennessee State
University

Lam Nguyen
Palm Beach State College

Cheri Ostroff
Teachers College
Columbia

Teresa Palmer
Hllinois State University

Robert Paul
Kansas State University

Tracy Porter
Cleveland State University

Gregory Quinet
Southern Polytechnic
State University

Sam Rabinowitz
Rutgers University

David Rahn
California State
University—Chico

Jude Rathburn
University of
Wisconsin—Milwaukee

Katherine Ready
University of Wisconsin

Herbert Ricardo
Indian River State College

Mike Ritchie
University of South
Carolina

Gwen Rivkin
Cardinal Stritch University

Mark Roehling
Michigan State University

Mary Ellen Rosetti
Hudson Valley
Community College

Sarah Sanders-Smith
Purdue University—North
Central

XXi



XxXii

Preface

Miyako Schanely
Jefferson Community
College

Robert Schappe
University of
Michigan—Dearborn

Jack Schoenfelder
vy Tech Community
College

Joshua Schwarz
Miami University—Ohio

Pat Setlik
Harper College

Christina Shalley
Georgia Tech

Richard Shuey
Thomas More College

Richard Simpson
University of Utah

Romila Singh
University of
Wisconsin—Milwaukee

Erika Engel Small
Coastal Carolina
University

Mark Smith
Mississippi Gulf
Coast Community
College—Gulfport

Scott Snell
University of Virginia

Kris Sperstad
Chippewa Valley Technical
College

Howard Stanger
Canisius College

Gary Stroud
Franklin University

Cynthia Sutton
Indiana University-South
Bend

Peg Thomas
Pennsylvania State
University—Behrend

Steven L. Thomas
Missouri State
University

Tom Timmerman
Tennessee Technology
University

George Tompson
University of Tampa
K. J. Tullis

University of Central
Oklahoma

Dan Turban
University of
Missouri—Columbia

Linda Turner
Morrisville State
College

Linda Urbanski
University of Toledo

William Van Lente
Alliant International
University

Charles Vance
Loyola Marymount
University

Kim Wade
Washington State University

Sheng Wang
University of
Nevada—Las Vegas

Renee Warning
University of Central
Oklahoma

Lynn Wilson
Saint Leo University

George Whaley
San Jose State University

Daniel Yazak
Montana State
University-Billings
Ryan D. Zimmerman

Texas A&M
University

Raymond A. Noe
John R. Hollenbeck
Barry Gerhart
Patrick M. Wright



FEATURES

The popular boxes “Competing through Sustainability,
through Globalization,” and “Competing through Technology” have
been updated with new references to recent companies and examples.
Their practical relevance and timeliness to HR issues are essential for
student learning in the classroom. A new box entitled “Integrity in
Action” has also been added. This box highlights the good (and bad)
HR-related decisions made by company leaders and managers.

COMPETING THOUGH SUSTAINABILITY

ble Goal, L fobIa R

Model

Solyndra was a company that
the Obama administration
pointed to as a model of the

industry and falling prices to
the point that one competitor
was able to produce panels at

the increased
competition,
Solyndras revenues

public-private pa
its bankruptcy, wh|
Republicans to pol
folly of a green-ey
However, knowled
ness models can
understand what
Solyndra and reve}
have been the loal
government that,
the company’s fail
Solyndra was fd
2005 based on a
ogy that could cag
rising interest in s
Rather than use fl
the company devd
nology with multig
thin tubes able to
sun’s rays. With a
and potentially ea
to install, it attracts
billion from influes
By 2009 the cor

an increasingly cor

96

COMPETING THROUGH GLOBALIZATION

GM in China

purchaser of automobiles,

As China becomes the largest

General Motors Corporation is
making an even heavier invest-

vehicles and engines each
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with an estimated
15 million vehicles in
the U.S. This illustrates

COMPETING THROUGH TECHNOLOGY

The Risks of Technological Innovation

In 2004 Boeing executives
began to develop the most
technologically sophisticated

and EADS usual

INTEGRITY IN ACTION

Part of Samsung's transforma-
tion consisted of a change in
value systems that was driven
from the top by Chairman Lee.
One of the important values he
embraced was “humanism,” in
terms of recognizing the value of
all people. Chairman Lee Kun-
Hee was once quoted as saying,
“When people who should be
working hard have lost hope
due to discrimination, it is a loss
for the company and a loss for
society. If a company's competi-
tiveness s tied to its people, it

is of the utmost priority that all
discriminatory practices are abol-
ished. Only then can you com-
pete against the world's leading
companies.” As is evident from

Samsung’s Equal Opportunity Employment

his words, Samsung has always
valued the provision of fair and
diverse opportunities to all.

This led Samsung to become
the first Korean company to
implement equal opportuni-
ties for women in 1993, giving
capable women the opportunity
to exhibit their abilities. This was
a reflection of the Chairman’s
declaration of reform: “Women
must be given the same work
and the same opportunities to
rise within the company as men.
While men and women stride
together in advanced countries,
men are struggling alone in
Korea.” With the announcement
of the open HR reform plan
in 1994, not only was gender

models only once a decade at a
cost of billions of dollars. Given  neers tried to determine

Iy roll out new

discrimination
totally eradicated
in employment,
but the same wage system
was applied to both men and
women, a groundbreaking
move for the times. Further-
more, women in major depart-
ments were assigned important
tasks, and those who showed
outstanding abilities were pro-
moted to executive positions.

DISCUSSION QUESTION

Do you think Samsung’s open
employment policy provided
them with a competitive advan-
tage? Why or why not?

SOURCE: Personal Communiction,
Samsung HR

Internal analysis attempts to identify the organization’s strengths and Internal Analysis

A
A 3
4 9

that the globalization of com-

Dreamliners were
grounded while engi-

weaknesses. It focuses on the quantity and quality of resources available to the  The process of exam-
i ial, capital, tec and human resources. Organiza-  ng an organiza-

tions have to honestly and accurately assess each resource to decide whether it 0" sengths and
is a strength or a weakness.

External analysis and internal analysis combined constitute what has come
to be called the SWOT (strengths, weaknesses, opportunities, threats) analysis.
Table 2.2 shows an example of a SWOT analysis for Google. After going through
the SWOT analysis, the strategic planning team has all the information it needs

STRENGTHS WEAKNESSES Table 2.2
SWOT Analysis for

Google, Inc.

Issues with Chinese Government
Dependence on Advertising Segment
Losses at YouTube

Expanding Liquidity
Operational Efficiency
Broad Range of Services Portfolio

OPPORTUNITIES THREATS

Weak Economic Outlook
Invalid Clicks
Microsoft-Yahoo! Deal

Growing Demand for Online Video
Growth in Internet Advertising Market
Inorganic Growth

SOURCE: GlobalData,
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The Ninth Edition

of Human Resource
Management: Gaining
a Competitive
Advantage was developed
to teach students how to
face and meet a variety

of challenges within their
organizations and how to
gain a competitive advantage
for their companies.

Throughout this text, the
pedagogy focuses on HRM
practices and strategies
companies can employ to

be competitive. These boxes,
cases, and applications are
found in every chapter and
provide excellent real business
examples to underscore key
concepts throughout the text.

Please take a moment to learn
about this new edition and

its exciting enhancements by
paging through this visual
guide outlining the text's
features.



Human Resource
Management: Gaining
a Competitive Advantage

LEARNING OBJECTIVES

After reading this chapter, you should be able to:

LO 141 Discuss the roles and activities of a company’s human
resource management function. page 6

LO 12 Discuss the implications of the economy, the makeup of the
labor force, and ethics for company sustainability. page 16

LO -3 Discuss how human resource management affects a
company’s balanced scorecard. page 29

LO 1-4  Discuss what companies should do to compete
in the global marketplace. page 46

LO 15 Identify how new technology, such as social networking, is
influencing human resource management. page 50

LO 16 Discuss human resource management practices that
support high-performance work systems. page 53

LO 17 Provide a brief description of human resource
management practices. page 56

A

Learning objectives at the beginning of each chapter
inform students about the key concepts they should
understand after reading through the chapter.

“Evidence-Based HR" sections within the chapters
highlight the growing trend to demonstrate how HR
contributes to a company'’s competitive advantage.

Two of the six HR competencies of high-performing HR
professionals (credible activist and strategic architect)
emphasize the need to influence managers, share
information, and develop people strategies that contribute
to the business. Evidence-Based HR shows how HR
decisions are based on data and not just intuition. The
company examples used show how HR practices influence
the company’s bottom line or key stakeholders including
shareholders, employees, customers, or the community.
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6 CHAPTER 1 Human Resource Management: Gaining a Competitive Advantage

What Responsibilities and Roles Do
HR Departments Perform?

L0 141 Only recently have companies looked at HRM as a means to contribute to prof-
Discuss the roles and  itability, quality, and other business goals through enhancing and supporting
acunes of a com- business operations.
Fmement fancion, Table 1.1 shows the responsibilities of human resource departments. How
many HR professionals should a company employ? High performing small
/ companies (fewer than 100 employees) have approximately 6 human resource
staffers per 100 employees, while in high performing large companies with
50,000 employees or more the ratio is 1 HR staffer per 100 employees.2
The HR dep is solely responsible for labor law compli-
ance, 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 manage-
ment and discipline, and efforts to improve quality and productivity. Large
companies are more likely than small ones to employ HR specialists, with ben-
efits specialists being the most prevalent. Other common specializations include
recruitment, compensation, and training and development.
Many different roles and responsibilities can be performed by the HR depart-
ment depending on the size of the company, the characteristics of the work-
force, the industry, and the value system of company management. The HR

Table 1.1
Responsibilties of HR Departments

FUNCTION RESPONSIBILITIES

Analysis and design of work
Recruitment and selection

Job analysis, work analyss, job descriptions
Recruiting, posting job descriptions, interviewing, testing, coordi-
nation use of temporary employees

Orientation, skils training, development programs, career
development

Training and development

measures, preparation and administration of perfor-
mance appraisals, feedback and coaching, discipline

Wage and salary administration, incentive pay, insurance, vacation,
retirement plans, profit sharing, health and wellness, stock plans

Compensation and benefits

Employee relations/Labor relations  Attitude surveys, employee handbooks, labor law compliance,
relocation and outplacement services
Personnel policies Policy creation, policy communications

Employee data and information systems Record keeping, HR information systems, workforce analytics,
social medi, Intranet and Internet access

Legal compliance Policies to ensure lawful behavior; safety inspections, accessibility

accommodations, privacy policies, ethics

Human resource planning and forecasting, talent management,

change management, organization development

Support for business strategy

SOURCES: Based on Bureau of Labor Statistcs, U.S. Department of Labor, Occupational Outook Handbook, 2012-13 Editon, "Human Resources
Specalists,” on ness 2 tm,visted March 26, 2013; SHRM-ENA

Survey nio. 66, "Policy and Practice Forum: Human Resource Actiities, Budgets, and Stafs, 2000-2001, Buletn to Management, Bureau of
National Affais Polcy and Practice Series (Washington, DC: Bureau of National Afars, June 28, 2001)

Throughout each chapter, a design element calls out where
the learning for each learning objective begins in the text.
This element will guide students in their comprehension of
the chapter topics and provide a reminder of the learning
objectives throughout the chapter.

On the other hand, in comp with a di ation strategy
need to be highly creative and cooperative; to have only a moderate concern
for quantity, a long-term focus, and a tolerance for ambiguity; and to be risk
takers. Employees in these companies are expected to exhibit role behaviors that
include cooperating with others, developing new ideas, and taking a balanced
approach to process and results.

Thus differentiation companies will seek to generate more creativity through
broadly defined jobs with general job descriptions. They may recruit more from
outside, engage in limited socialization of newcomers, and provide broader
career paths. Training and development activities focus on cooperation. The
compensation system is geared toward external equity, as it is heavily driven by

\ recruiting needs. These companies develop results-based performance manage-

ment system and divisional—corporate performance evaluations to encourage
risk taking on the part of managers.5!

EVIDENCE-BASED HR

A study of HRM among steel minimills in the United States found that mills
pursuing different strategies used different systems of HRM. Mills seeking cost
leadership tended to use control-oriented HRM systems that were characterized
by high centralization, low participation, low training, low wages, low benefits,
and highly contingent pay, whereas di fator mills used “commi 2
HRM systems, characterized as the opposite on each of those dimensions. A
later study from the same sample revealed that the mills with the commitment
systems had higher productivity, lower scrap rates, and lower employee turn-
over than those with the control systems.

SOURCE: J. Arthur, “The Link between Business Strategy and Industrial Relations Systems in American Steel Mini-
Mills” Indlustrial and Labor Relations Review 45 (1992), PP. 488-506.




The chapter-opening vignettes are updated with
new, relevant examples of real business problems
or issues that provide background for the issues
discussed in the chapter.

ENTER THE WORLD OF BUSINESS g

Samsung Rises

Who is the number 1 cell phone maker in the
United States? You may think it is Apple, but it is
actually Samsung. Samsung is also the number 1
global cell phone maker and the number 1 global
smartphone maker.

During the 1960s Samsung Electronics was
known for cheap televisions and air condition-
ers. However, legend has it that in the mid 1990s
Chairman Kun-Hee Lee sent out a number of
mobile phones as gifts, but was horrified to hear
that they did not work. In response, Lee and the
other leaders at Samsung began a massive trans-
formation to make the company a quality and
innovation leader within the electronics industry.

The story of how Samsung transformed itself
is one of the strategic management of its human

resources. Over the more than two decades
since this transformation began, Samsung has
focused on hiring different kinds of people tha
were necessary for a low-cost strategy. They hir
R&D scientists focused on developing innova-
tive products. They attracted design specialists
to focus on creating attractive looks for these
new products. Finally they brought in marketing
experts to develop strategies for increasing bral
awareness. In addition, they revamped the cul-
ture through implementing new HR systems th:

The end-of-chapter
segment, “A Look Back,"
encourages students

to recall the chapter’s
opening vignette and
apply it to what they have
just learned.

Managing People cases look at incidents and

real companies and encou

critically evaluate each problem and apply the

chapter contents.
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A LOOK BACK

1. What do you think has made Samsung's transformation so successful?

2. How long do you think Samsung can maintain its positive growth trajectory?

3. How do you think Apple will begin to respond to Samsung's direct assault
on their products? What will be the human resourc f thi;

response?

plummeted. Since it began its cost cutting, its stock
price more than doubled in just over two years and
its debt was upgraded. On the other hand, customer
complaints about dirty airplanes rose from 219 in 1993
t0 358 in 1994 and 634 in 1995. On-time performance
was so bad that passengers joked that Delta stands for
“Doesn’t Ever Leave The Airport.” Delta slipped from
fourth to seventh among the top 10 carriers in bag-
gage handling. Employee morale hit an all-time low,
and unions were beginning to make headway toward
organizing some of Delta’s employee groups. In 1996
CEO Allen was quoted as saying, “This has tested our
people. There have been some morale problems. But
50 be it. You go back to the question of survival, and it
makes the decision very easy.”

Shortly after, employees began donning cynical
“s0 be it” buttons. Delta’s board saw union organiz-
ers stirring blue-collar discontent, employee morale
destroyed, the customer service reputation in near
shambles, and senior managers exiting the com-

Y
Samsung’s Strategic HRM
Samsung developed a strategy around differentiation through innovative prod-
ucts with attractive designs, and marketing them as being even more “cool”
than Apple products. They executed this strategy by identifying the kinds of jobs
(R&D, design, marketing) where they needed world-class talent, and then imple-
mented HR practices to attract, develop, motivate and retain talented people in
these jobs. How successful has Samsung'’s transformation been? As mentioned
at the outset, they have become the world's largest and most successful mobile
phone manufacturer. However, in addition to that, they have risen to number 20
on Fortune's Global 500 list, are now considered a global leader in R&D, design,
and marketing, and their brand is more valuable than Nike, Pepsi, or American
Express. As you have seen, this transformation could not have been accomplished

A strategic approach to human resource manage-

ment seeks to proactively provide a competitive

advantage through the company’s most important

asset: its human resources. While human resources

are the most important asset, they are also usually

the single largest controllable cost within the firm’s

business model. The HRM function needs to be inte-

grally involved in the formulation of strategy to iden-

tify the people-related business issues the company

faces. Once the strategy has been determined, HRM

has a profound impact on the implementation of

the plan by developing and aligning HRM practices

without strategic human resource management.
KEY TERMS

QUESTIONS
Strategic human resource Strategic choice, 84

management (SHRM), 76 Job analysis, 87 pany in droves. Less than one year later, Allen was
Strategy formulation, 76 Job design, 87 fired despite Delta’s financial turnaround. His firing
Strategy implementation, 76 Recruitment, 88 was “not because the company was going broke, but
Goals, 82 Selection, 88 because its spirit was broken.”

External analysis, 82 ‘Training, 89 Delta’s Leadership 7.5 strategy destroyed the firm’s
Internal analysis, 83 Development, 89 core competence of a highly experienced, highly

skilled, and highly committed workforce that delivered
the highest quality customer service in the industry.
HRM might have affected the strategy by pointing out
the negative impact that this strategy would have on
environ-
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The present state of Delta provides further support
to these conclusions. With the family atmosphere dis-
solved and the bond between management and rank-
and-file employees broken, employees have begun to
seek other ways to gain voice and security. By fall 2001
Delta had two union organizing drives under way
with both the flight attendants and the mechanics. In
addition, labor costs have been driven up s a result
of the union activity. The pilots signed a lucrative five-
year contract that will place them at the highest pay
in the industry. In an effort to head off the organiz-
ing drive, the mechanics were recently given raises to
similarly put them at the industry top. Now the flight
attendants are seeking industry-leading pay regard-
less of, but certainly encouraged by, the union drive.s

The Delta Air Lines story provides a perfect
example of the perils that can await firms that fail to
adequately address human resource issues in the for-
mulation and implementation of strategy.

QUESTIONS

1. How does the experience of Delta Air Lines illus-
trate the interdependence between strategic deci-
sions of “how to compete” and “with what to
compete”? Consider this with regard to both strat-
egy formulation and strategy implementation.

2. 1f you were in charge of HRM for Delta Air Lines
now, what would be your major priorities?

SOURCES: M. Brannigan and E. De Lisser,“Cost Cutting at Delta

Raises the Stock Price but Lowers the Service,” The WallStree Journa,

the firm. Given the strategy and
ment, Delta might have sought to implement the cost
cutting differently to reduce the cost structure but pre-
serve its source of differentiation.

Is Dell Too Big for Michael Dell?

He's back in charge—and he may have the tough-
est job in the computer business. Welcome back,
Michael. Don't get too comfortable.

By returning to the top job at Dell Inc, replac-
ing departing chief executive Kevin Rollins, founder
Michael S. Dell takes on perhaps the toughest job in
the computer industry. Since mid-2005 the PC maker
has battled problems with customer service, quality,
and the effectiveness of its direct-sales model. Lately,
rivals Hewlett-Packard Co. and Apple Inc. have been
gaining in sales and market share. On January 31, the
day Rollins’s departure was announced, the Round
Rock (Texas) company disclosed that its fourth-
quarter earnings and sales would fall short of analyst
estimates. It's also under scrutiny by the Securities &

rage students to

June 20, 199 1, A8; M. Brannigan and J. White, “So Be It: Why
Delta Air Lines Decided It Was Time for CEO to Take OFf," The Wall
Street ournal, May 30, 1997, p. AL

Exchange Commission and a U.S. attorney for account-
ing irregularities.

As recently as last November, Dell insisted to Busi-
nessWeek that Rollins’s job was safe. Now, in an inter-
view, he insists the decision to push Rollins out started
with him. “I recommended to our board that I become
the CEO,” Dell says. For years, Dell and Rollins were
held up as a prime example of the company’s “two-
in-a-box” management structure, in which two leaders
worked together in lockstep. When Rollins was presi-
dent, Michael Dell was CEO; when Rollins was pro-
moted to CEO in 2004, Michael remained chairman.
But financial performance has been deteriorating for
a while now, and Michael Dell apparently ran out of
patience in light of the latest disappointment. “People
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Exercising Strategy cases at the end of each

Y

chapter provide additional cases with discussion
questions. These examples pose strategic
questions based on real-life practices.

Do You Have What It Takes to Work in HR?
Instructions: Read each statement and circle yes or ro.

Yes No 1.1 have leadership and management
skills I have developed through prior
job experiences, extracurricular activi-
ties, community service, or other non-
course activities.

Yes No 2.1 have excellent communications, dis-
pute resolution, and interpersonal skills.

Yes No 3. I can demonstrate an understanding of
the fundamentals of running a business
and making a profit.

Yes No 4. Ican use spreadsheets and the World
Wide Web, and I am familiar with infor-
mation systems technology.

Yes No 5.1 can work effectively with people of
different cultural backgrounds.

Yes No 6. I have expertise in more than one area

N

Yes No Thave a willingness to learn.
Yes No 8. Ilisten to issues before reacting with
solutions.

I can collect and analyze data for busi-
ness solutions.

Yes No 10. Iam agood team member.

Yes No 11 I have knowledge of local and global
economic trends.

I demonstrate accountability for my
actions.

Yes No

©

Yes No

IS}

Scoring: The greater the number of yes answers, the
better prepared you are to work as an HR profes-
sional. For questions you answered 10, you should
seek courses and experiences to change your answer
to yes—and better prepare yourself for a career in HR!
SOURCE: Based on B. . Kaufman, “What Companes Want from HR
Graduate,” HR Magazine, September 1994 SHRM Elemens for HR
201

of human resource

Success C¢ org, March 21,2012

HR in Small Business cases at the end of each chapter
highlight HR issues and practices in entreprenurial,
family-owned, and emerging businesses. Questions
provoke students to think critically about “people

practices” in small businesses.
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Strategy and HRM at Delta Airlines

In 1994 top executives at Delta Air Lines faced a crucial
strategic decision. Delta, which had established an unri-
valed reputation within the industry for having highly
committed employees who delivered the highest qual-
ity customer service, had lost more than $10 per share
for two straight years. A large portion of its financial
trouble was due to the $491 million acquisition of Pan
Am in 1991, which was followed by the Gulf War (driv-
ing up fuel costs) and the early 1990s recession (caus-
ing people to fly less). Its cost per available seat mile
(the cost to fly one passenger one mile) was 9.26 cents,
among the highest in the industry. In addition, it was
threatened by new discount competitors with signifi-
cantly lower costs—in particular, Valujet, which flew
out of Delta’s Atlanta hub. How could Delta survive
and thrive in such an environment? Determining the
strategy for doing so was the top executives’ challenge.

Chairman and chief executive officer Ron Allen
embarked upon the “Leadership 7.5 strategy, whose
goal was to reduce the cost per available seat mile to
75 cents, comparable with Southwest Airlines. Imple-
menting this strategy required a significant downsiz-
ing over the following three years, trimming 11,458
people from its 69,555-employee workforce (the latter
number representing an 8% reduction from two years
earlier). Many experienced customer service repre-
sentatives were laid off and replaced with lower paid,
inexperienced, part-time workers. Cleaning service of
planes as well as baggage handling were outsourced,
resulting in layoffs of long-term Delta employees. The
numbers of maintenance workers and flight atten-
dants were reduced substantiall

The results of the strategy

improved but

mixed as financial

Self-Assessment Exercises at the end of chapters
provide a brief exercise for students to complete
and evaluate their own skills.

CHAPTER 3  The Legal

HR IN SMALL BUSINESS

Company Fails Fair-Employment Test

Companies have to comply with federal as well as state
and local laws. One company that didn't was Profes-
sional Neurological Services (PNS), which was cited by
the Chicago Commission on Human Relations when
it discriminated against an employee because she is a
parent. Chicago is one of a few cities that prohibit this
type of discrimination.

‘The difficulties began with employee Dena Lock-
wood as soon as she was interviewing for a sales
position with PNS. The interviewer noticed  that
Lockwood made a reference to her children, and he
asked her if her responsibilities as a parent would
“prevent her from working 70 hours a week.” Lock-
wood said no, but the job offer she received suggests
that the interviewer had his doubts. According to
Lockwood's later complaint, female sales reps with-
out children routinely were paid a $45,000 base sal-
ary plus a 10% commission. Lockwood was offered
$25,000 plus the 10% commission. Lockwood negoti-
ated and eventually accepted $45,000 plus 5%, with a
promise to increase the commission rate to 10% when
she reached sales of $300,000. She was also offered
five vacation days a year; when she objected, she was
told not to worry.

Lockwood worked hard and eventually reached
her sales goal. Then the company raised the require-
ment for the higher commission rate, and the situa-
tion took a turn for the worse. Lockwood's daughter
woke up one morning with pink-eye, a highly con-

Equal Opportunity and Safety 155

a meeting for that day, but her manager told her
not to bother; she was being fired. When Lockwood
asked why, the manager said “it just wasn't work-
ing out.”

She went to the Chicago Human Relations Commis-
sion for help. The commission investigated and could
find no evidence of performance-related problems
that would justify her dismissal. Instead, the commis-
sion found that Lockwood was a victim of “blatant”
discrimination against employees with children and
awarded her $213,000 plus attorney’s fees—a hefty
fine for a company with fewer than 50 employees. PNS
stated that it would appeal the decision.

QUESTIONS

1. Why do you think “parental discrimination” was
the grounds for this complaint instead of a federally
protected class? Could you make a case for discrim-
ination on the basis of sex? Why or why not?

2. How could Professional Neurological Services have
avoided this problem?

3. Imagine that the company has called you in to
help it hold down human resources costs, includ-
ing costs of lawsuits such as this one. What advice
would you give? How can the company avoid dis-
crimination and still build an efficient workforce?

SOURCES: Courtney Rubin, “Single Mother Wins $200,000n Job ias

Case," I, January 25, 2010, wwwwine.com; and Ameet Sachdev,“She

Took a Day Off to Care for Sick Child, Got Fired,” Cicago Tribure,

tagious ailment. Lockwood called in to

January 24, 2010, NewsBank, h




SUPPLEMENTS
FOR STUDENTS AND INSTRUCTORS

INSTRUCTOR'S MANUAL

The Instructor's Manual contains a lecture outline and notes,
answers to the discussion questions, additional questions
and exercises, teaching suggestions, video notes, and
answers to the end-of-chapter case questions.

TEST BANK

The test bank has been revised and updated to reflect
the content of the 9th edition of the book. Each chapter
includes multiple-choice, true/false, and essay questions.

EZ TEST

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
question types and instructors may add their own questions.
Multiple versions of the test can be created and any test can
be exported for use with course management systems such as
WebCT, BlackBoard, or PageOut. The program is available for
Windows and Macintosh environments.

VIDEOS
Human Resource Management Video DVD volume 3
offers video clips on HRM issues for each chapter of this

edition. You'll find a new video produced by the SHRM
Foundation, entitled “Once the Deal Is Done: Making
Mergers Work." Three new videos specifically address
employee benefits: “GM Cuts Benefits and Pay,” “Sulphur
Springs Teachers,” and “Google Employee Perks.” Other
new videos available for this edition include “E-Learning
English” for the chapter on employee development and
“Recession Job Growth"” for the chapter on HR planning
and recruitment.

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

ONLINE LEARNING CENTER (OLC)
www.mhhe.com/noe9e

This text-specific website follows the text chapter by
chapter. Instructors and students can access a variety of
online teaching and learning tools that are designed to
reinforce and build on the text content. Students will have
direct access to learning tools, such as self-grading quizzes
and video clips, while instructor materials are password
protected.
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TECHNOLOGY

MCGRAW-HILL CONNECT MANAGEMENT

Mc W
Graw

Hill

Education

|MANAGEMENT

LESS MANAGING. MORE TEACHING. GREATER
LEARNING.
McGraw-Hill Connect Management is an online assignment
and assessment solution that connects students with the
tools and resources they'll need to achieve success.
McGraw-Hill Connect Management helps prepare
students for their future by enabling faster learning, more
efficient studying, and higher retention of knowledge.

MCGRAW-HILL CONNECT MANAGEMENT FEATURES
Connect Management offers a number of powerful tools
and features to make managing assignments easier, so
faculty can spend more time teaching. With Connect
Management, students can engage with their coursework
anytime and anywhere, making the learning process more
accessible and efficient. Connect Management offers you
the features described below.

LEARNSMART: ADAPTIVE SELF-STUDY TECHNOLOGY.
Students want to make the best use of their study time.
Within Connect Management, LearnSmart provides
students with a combination of practice, assessment, and
remediation for every concept in the textbook. LearnSmart'’s
intelligent software adapts to every student response and
automatically delivers concepts that advance the student’s
understanding while reducing time devoted to the concepts
already mastered. The result for every student is the fastest
path to mastery of the chapter concepts.

LearnSmart . . .

e Applies an intelligent concept engine to identify the re-
lationships between concepts and to serve new concepts
to each student only when he or she is ready.

e Adapts automatically to each student, so students spend
less time on the topics they understand and practice
more those they have yet to master.
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e Provides continual reinforcement and remediation but
gives only as much guidance as students need.

¢ |Integrates diagnostics as part of the learning
experience.

e Enables you to assess which concepts students have
efficiently learned on their own, thus freeing class time
for more applications and discussion.

Simple assignment management

With Connect Management, creating assignments is easier
than ever, so you can spend more time teaching and less
time managing. The assignment management function
enables you to

o (reate and deliver assignments easily with selectable
end-of-chapter questions and Test Bank items.

e Streamline lesson planning, student progress reporting,
and assignment grading to make classroom manage-
ment more efficient than ever.

e Go paperless with the eBook and online submission
and grading of student assignments.

Smart grading

When it comes to studying, time is precious. Connect
Management helps students learn more efficiently by
providing feedback and practice material when they
need it, where they need it. When it comes to teaching,
your time also is precious. The grading function enables
you to

e Have assignments scored automatically, giving students
immediate feedback on their work and side-by-side
comparisons with correct answers.

e Access and review each response; manually change
grades or leave comments for students to review.

o Reinforce classroom concepts with practice tests and
instant quizzes.

Instructor library

The Connect Management Instructor Library is your
repository for additional resources to improve student
engagement in and out of class. You can select and use any



asset that enhances your lecture. The Connect Management
Instructor Library includes

e eBook

e |nstructor's Manual

e PowerPoint files

e \/ideos and instructional notes
e Access to interactive study tools

Student study center
The Connect Management Student Study Center is the place for
students to access additional resources. The Student Study Center

o Offers students quick access to lectures, practice
materials, eBooks, and more.

e Provides instant practice material and study questions
easily accessible on the go.

e Gives students access to the Personalized Learning Plan
described on the next page.

Student progress tracking

Connect Management keeps instructors informed about
how each student, section, and class is performing, allowing
for more productive use of lecture and office hours. The
progress-tracking function enables you to

e View scored work immediately and track individual or
group performance with assignment and grade reports.

e Access an instant view of student or class performance
relative to learning objectives.

e Collect data and generate reports required by many
accreditation organizations, such as AACSB.

Lecture capture

Increase the attention paid to a lecture discussion by
decreasing the attention paid to note-taking. For an
additional charge Lecture Capture offers new ways for
students to focus on the in-class discussion, knowing they can
revisit important topics later. Lecture Capture enables you to

o Record and distribute your lecture with the click of a button.

e Record and index PowerPoint presentations and any-
thing shown on your computer so it is easily searchable,
frame by frame.

o Offer access to lectures anytime and anywhere by com-
puter, iPod, or mobile device.

e |ncrease intent listening and class participation by easing
students’ concerns about note-taking. Lecture Capture
will make it more likely you will see students’ faces, not
the tops of their heads.

McGraw-Hill Connect Plus Management
McGraw-Hill reinvents the textbook learning experience
for the modern student with Connect Plus Management.
A seamless integration of an eBook and Connect
Management, Connect Plus Management provides all the
Connect Management features plus the following:

e An integrated eBook, allowing for anytime, anywhere
access to the textbook.

e Dynamic links between the problems or questions you
assign to your students and the location in the eBook
where that problem or question is covered.

o A powerful search function to pinpoint and connect
key concepts in a snap.

In short, Connect Management offers you and your students
powerful tools and features that optimize your time and
energies, enabling you to focus on course content, teaching,
and student learning. Connect Management also offers
a wealth of content resources for both instructors and
students. This state-of-the-art, thoroughly tested system
supports you in preparing students for the world that awaits.
For more information about Connect™, go to
www.mcgrawhillconnect.com, or contact your local McGraw-Hill
sales representative.

TEGRITY CAMPUS: LECTURES 24/7

Mc : Tegrity Campus is a service that
oeg”ty magkez class time available 24/7
by automatically capturing every lecture in a searchable
format for students to review when they study and complete
assignments. With a simple one-click start-and-stop process,
you capture all computer screens and corresponding audio.
Students can replay any part of any class with easy-to-use
browser-based viewing on a PC or Mac.
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Educators know that the more students can see, hear,
and experience class resources, the better they learn. In
fact, studies prove it. With Tegrity Campus, students quickly
recall key moments by using Tegrity Campus'’s unique search
feature. This search helps students efficiently find what
they need, when they need it, across an entire semester of
class recordings. Help turn all your students’ study time into
learning moments immediately supported by your lecture.

To learn more about Tegrity watch a two-minute Flash
demo at http://tegritycampus.mhhe.com.

ASSURANCE OF LEARNING READY
Many educational institutions today are focused on the
notion of assurance of learning, an important element of
some accreditation standards. Human Resource Management
is designed specifically to support your assurance of learning
initiatives with a simple, yet powerful solution.

Each Test Bank question for Human Resource Management
maps to a specific chapter learning outcome/objective listed
in the text. You can use our Test Bank software, EZ Test and
EZ Test Online, or in Connect Management easily query
for learning outcomes/objectives that directly relate to the
learning objectives for your course. You can then use the
reporting features of EZ Test to aggregate student results in
a similar fashion, making the collection and presentation of
assurance of learning data simple and easy.

MCGRAW-HILL AND BLACKBOARD

The Best of Both Worlds

Blackboard

r,.: ]
Do More

McGraw-Hill Higher Education and Blackboard have teamed
up. What does this mean for you?

1. Your life, simplified. Now you and your students can
access McGraw-Hill's Connect™ and Create™ right
from within your Blackboard course—all with one single
sign-on. Say goodbye to the days of logging in to mul-
tiple applications.

XXX

2. Deep integration of content and tools. Not only do you
get single sign-on with Connect™ and Create™, you
also get deep integration of McGraw-Hill content and
content engines right in Blackboard. Whether you're
choosing a book for your course or building Connect™
assignments, all the tools you need are right where you
want them—inside Blackboard.

3. Seamless gradebooks. Are you tired of keeping multiple
gradebooks and manually synchronizing grades into
Blackboard? We thought so. When a student completes
an integrated Connect™ assignment, the grade for that
assignment automatically (and instantly) feeds your
Blackboard grade center.

4. A solution for everyone. Whether your institution
is already using Blackboard or you just want to try
Blackboard on your own, we have a solution for you.
McGraw-Hill and Blackboard can now offer you easy
access to industry-leading technology and content,
whether your campus hosts it, or we do. Be sure to ask
your local McGraw-Hill representative for details.

AACSB STATEMENT

The McGraw-Hill Companies is a proud corporate member
of AACSB international. Understanding the importance
and value of AACSB accreditation, Human Resource
Management, 9th edition, recognizes the curricula
guidelines detailed in the AACSB standards for business
accreditation by connecting selected questions in the Test
Bank to the six general-knowledge and skill guidelines in
the AACSB standards.

The statements contained in Human Resource
Management, 9th edition, are provided only as a guide
for the users of this textbook. The AACSB leaves content
coverage and assessment within the purview of individual
schools, the mission of the school, and the faculty. While
Human Resource Management, 9th edition, and the
teaching package make no claim of any specific AACSB
qualification or evaluation, we have within Human
Resource Management, 9th edition, labeled selected
questions according to the six general-knowledge and
skills areas.



MCGRAW-HILL CUSTOMER CARE CONTACT
INFORMATION

At McGraw-Hill, we understand that getting the most
from new technology can be challenging. That's why our
services don't stop after you purchase our products. You
can e-mail our product specialists 24 hours a day to get

product-training online. Or you can search our knowledge
bank of frequently asked questions on our support
website. For customer support, call 800-331-5094, e-mail
hmsupport@mcgraw-hill.com, or visit www.mhhe.com/
support. One of our technical support analysts will be able
to assist you in a timely fashion.
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SUPPORT MATERIALS

MCGRAW-HILL'S MANAGEMENT ASSET GALLERY!
McGraw-Hill/Irwin Management is excited to now provide a
one-stop shop for our wealth of assets, making it quick and
easy for instructors to locate specific materials to enhance
their courses.

Mcirawe-Hill/Irvein preserts

Management Asset Gallery

CHANGE
COLLECTIVE BARGAINING / LABOR RELATIONS
COMMUNICATION

CONFLICT & POWER

CREATIVITY

ENTREPR|

ENVIRONMENTAL ANALYSIS
ETHICS / SOCIAL RESPONSIBILITY
FEEDBACK

Management Asset Gallery

All of the following can be accessed within the Management
Asset Gallery:

MANAGER'’S
| HOT SEAT
AANAGER™ This interactive, video-
based application
puts students in
the manager’s hot
seat, builds critical
thinking and decision-making skills, and allows students
to apply concepts to real managerial challenges. Students
watch as 15 real managers apply their years of experience

XXXii

when confronting unscripted issues such as bullying in the
workplace, cyber loafing, globalization, intergenerational
work conflicts, workplace violence, and leadership versus
management.

Self-Assessment Gallery

Unique among publisher-provided self-assessments, our 23
self-assessments give students background information to
ensure that they understand the purpose of the assessment.
Students test their values, beliefs, skills, and interests in a
wide variety of areas, allowing them to personally apply
chapter content to their own lives and careers.

Every self-assessment is supported with PowerPoints®
and an instructor manual in the Management Asset Gallery,
making it easy for the instructor to create an engaging
classroom discussion surrounding the assessments.

Test Your Knowledge

To help reinforce students’ understanding of key
management concepts, Test Your Knowledge activities
give students a review of the conceptual materials
followed by application-based questions to work
through. Students can choose practice mode, which
gives them detailed feedback after each question, or
test mode, which provides feedback after the entire test
has been completed. Every Test Your Knowledge activity
is supported by instructor notes in the Management
Asset Gallery to make it easy for the instructor to create
engaging classroom discussions surrounding the materials
that students have completed.

Management History Timeline

This web application allows instructors to present and
students to learn the history of management in an engaging
and interactive way. Management history is presented
along an intuitive timeline that can be traveled through
sequentially or by selected decade. With the click of a
mouse, students learn the important dates, see the people
who influenced the field, and understand the general
management theories that have molded and shaped
management as we know it today.



Video Library DVDs

McGraw-Hill/Irwin offers the most comprehensive video
support for the Human Resource Management classroom
through course library video DVDs. This discipline has library
volume DVDs tailored to integrate and visually reinforce
chapter concepts. The library volume DVD contains more than
40 clips! The rich video material, organized by topic, comes

from sources such as PBS, NBC, BBC, SHRM, and McGraw-Hill.

Video cases and video guides are provided for some clips.

DESTINATION CEO VIDEOS

Video clips featuring CEOs on a variety of topics.
Accompanying each clip are multiple-choice questions
and discussion questions to use in the classroom or
assign as a quiz.

Features
CourseSmart eBooks
allow students to
highlight, take notes,
organize notes, and share the notes with other CourseSmart
users. Students can also search for terms across all eBooks
in their purchased CourseSmart library. CourseSmart eBooks
can be printed (five pages at a time).
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Coursesmart

More info and purchase

Please visit www.coursesmart.com for more information
and to purchase access to our eBooks. CourseSmart allows
students to try one chapter of the eBook, free of charge,
before purchase.

e t o greate '
Hill C r% e raft your teaching
resources to match
the way you teach! With McGraw-Hill Create, www.
mcgrawhillcreate.com, you can easily rearrange chapters,
combine material from other content sources, and quickly
upload content you have written, like your course syllabus
or teaching notes. Find the content you need in Create
by searching through thousands of leading McGraw-Hill
textbooks. Arrange your book to fit your teaching style. Create
even allows you to personalize your book’s appearance
by selecting the cover and adding your name, school, and
course information. Order a Create book and you'll receive a
complimentary print review copy in three to five business days
or a complimentary electronic review copy (eComp) via e-mail
in about one hour. Go to www.mcgrawhillcreate.com today
and register. Experience how McGraw-Hill Create empowers
you to teach your students your way.
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CHAPTERE

LEARNING OBJECTIVES

After reading this chapter, you should be able to:

LO 11  Discuss the roles and activities of a company’s human
resource management function. page 6

LO 1-2  Discuss the implications of the economy, the makeup of the
labor force, and ethics for company sustainability. page 16

LO 1-3  Discuss how human resource management affects a
company’s balanced scorecard. page 29

LO 1-4  Discuss what companies should do to compete
in the global marketplace. page 46

LO 1-5  Identify how new technology, such as social networking, is
influencing human resource management. page 50

LO 1-6  Discuss human resource management practices that
support high-performance work systems. page 53

LO 17  Provide a brief description of human resource
management practices. page 56




ENTER THE WORLD OF BUSINESS g

You may have enjoyed Mars Incorporated prod-
ucts if you have had M&Ms, Snickers, Lifesavers,
Wrigley’s Juicy Fruit, or Uncle Ben's Converted
Rice. But are you aware that the "Ms"” on M&Ms
stand for Forrest Mars and R. Bruce Murrie, the
son of the president of competitor Hershey’s,
which supplied Mars with chocolate when there
was limited availability of cocoa during World
War [I? Mars is the third largest private company
in the United States with 72,000 employees
located in the U.S. and 72 other countries around
the world. It operates in six business segments
including food, drinks, pet care, chocolate,

gum and confections, and symbioscience (a
technology-based health and life sciences busi-
ness focused on product development). Today,
Mars includes eleven brands with revenues of

$1 billion or more. Granted some of that success
is attributed directly to the quality of and demand
for the products that Mars offers consumers (who
doesn't like M&Ms?). But a lot of the success is
due to the HR practices that Mars uses to attract,
motivate, and retain high-caliber employees. This
has resulted in Mars ranking #95 on the 2013 For-
tune 100 Best Companies to Work For.

It all starts with the Five Principles of Mars—
Quality, Responsibility, Mutuality, Efficiency and
Freedom—uwhich are the foundation of the com-
pany culture and business approach. The Five
Principles, found on the walls in its offices and
manufacturing plants throughout the world, pro-
vide a common bond for all employees regard-
less of their business segment, location, national
language, or generation. All employees are
familiar with the Five Principles and they influ-
ence their daily work. Mars believes that quality
work is the first ingredient of quality brands and
the source of the company’s reputation for high
standards. All associates are asked to take direct

Mars Incorporated: HR Practices Help Create Sweet Success

responsibility for results, to exercise initiative and
judgment, and to make decisions as required.
Mutuality refers to the company’s belief that all
business relationships should be measured by the
degree to which mutual benefits are created. The
actions of Mars should never be at the expense,
economic or otherwise, of others. Efficiency is
seen as a strength of the company. It allows the
company to organize physical, financial, and
human assets for maximum productivity. It also
contributes to making and delivering products
and services with the highest quality, lowest pos-
sible costs, and lowest consumption of resources.
Finally, Mars cherishes the freedom of being a
privately held company, which allows it to make
decisions free of short-term earnings reports and
to be financially answerable to no one. This gives
management and employees the ability to exper-
iment with ideas and take the time to develop
talents for longer-term gains.

Mars employees love the products they make
but they also love the HR practices that help put
the Five Principles into action. The turnover of non-
sales force employees is only 5%. What is respon-
sible for the low turnover as well as $33 billion in
global revenue in 2012? Perhaps one reason is that
Mars has an egalitarian workplace with no fancy
offices or special perks for managers. Employees
are officially called “associates” but because of
the unifying value of the Five Principles, they often
refer to themselves as Martians. Most employees
have to “punch in” at their worksite every day, even
the company president. Employees who are late
are docked 10% of their pay. Also, the principle of
Responsibility means that all employees, not just
managers, have a “voice” and are expected to put
themselves in the position of the consumer. They
are encouraged to speak up rather than ever pro-
vide an inferior product or service.

CONTINUED
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Mars does not offer stock options or company
pensions or game rooms or private chefs for its
employees. It does provide vending machines
that provide employees with free candy, and
chewing Wrigley's gum at meetings is encour-
aged. Perhaps another reason for the low turn-
over and high revenues is that employees have
many career and development opportunities
both within their current business and in new
ones. All new employees attend The Essence

of Mars training program which introduces and
reinforces the Five Principles. Mars also has

a corporate university (Mars University) which
offers online and classroom-based courses in
functional topics as well as on leadership skills.
Forty percent of associates have participated in a
program offered by Mars University. Also, many
employees have mentors, even executives who
learn about social media from younger employ-
ees. Mars insures that all employees regardless
of background have the opportunity to grow and
advance. For example, Mars was ranked #25 in
the 2012 World’s Best Multinational Workplaces
list, the world’s first global workplace excellence
ranking by Great Place to Work®, for its high per-
centage of women in executive and senior man-
agement positions.

Or, maybe turnover is low and revenues are
high because of the bonuses that employees
can earn which range from 10 to 20% of their
salaries if their team performs well. Contrib-
uting to employees’ motivation to earn their

Introduction

bonuses is the availability of performance data.
Flat screens displays current financials includ-
ing sales, earnings, cash flows, and factory
efficiency. Mars also encourages community
involvement, which gives employees opportuni-
ties to gain new insights and make meaning-

ful contributions. The Mars Volunteer Initiative
offers paid time off for associates to clean parks,
teach courses, help pets find homes, work in
medical clinics, and plant gardens. In 2012,
employees devoted 50,000 hours to volunteer-
ing! The Mars Ambassadors is a select program
in which employees spend six weeks working
with Mars partners in developing areas of the
world. In late 2012, seven Mars Drinks Associ-
ates traveled from all over the globe and met

in Kenya. Their objective was to learn about
the coffee farming process and about how

Mars Drinks supports and improves the farming
business through a partnership with Sustain-
able Management Services (SMS). During their
week-long trip, that objective was met, and the
experience became much more than a simple
learning opportunity. As one Drinks Associate
from France noted, "I realized that selling or
buying coffee in Europe can have great reper-
cussions in third world countries.” Sustainability
is not just a marketing operation but is a way of
living and needs to be sponsored by everyone.

SOURCE: Based on D. Kaplan, “Inside Mars,” Fortune, February 4,
2013, p. 82; www.mars.com, website for Mars Incorporated, accessed
March 15, 2013.

Competitiveness

A company’s ability to
maintain and gain mar-
ket share in its industry.

Mars Incorporated illustrates the key role that human resource management
(HRM) plays in determining the survival, effectiveness, and competitiveness of
U.S. businesses. Competitiveness refers to a company’s ability to maintain and
gain market share in its industry. Mars” human resource management practices
are helping support the 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 deter-
mined 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
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Figure 1.1
Human Resource Management Practices

Strategic HRM

Company
Performance

Employee
relations

product or service; and employees, who desire interesting work and reason-
able compensation for their services. The community, which wants the com-
pany 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 com- Management
panies refer to HRM as involving “people practices.” Figure 1.1 emphasizes that (HRM)
there are several important HRM practices. The strategy underlying these practices ~ Policies, practices,
needs to be considered to maximize their influence on company performance. As fa'}‘,j systems ﬁ;at ,

. . . . . . . Iinfluence employees
the figure shows, HRM practices include analyzing and designing work, determin-  popvior attitudes,
ing human resource needs (HR planning), attracting potential employees (recruit-  and performance.
ing), choosing employees (selection), teaching employees how to perform their
jobs and preparing them for the future (training and development), rewarding
employees (compensation), evaluating their performance (performance manage-
ment), and creating a positive 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 customer satisfaction, innovation, productivity, and
development of a favorable reputation 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 manage-
ment department and/or managers need for any company to be competitive.
The second section of the chapter identifies the competitive challenges that U.S.
companies currently face, which influence their ability to meet the needs of
shareholders, customers, employees, and other stakeholders. We discuss how
these competitive challenges are influencing HRM. The chapter concludes by
highlighting the HRM practices covered in this book and the ways they help
companies compete.
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LO 11

Discuss the roles and
activities of a com-
pany’s human resource
management function.

Table 1.1

Human Resource Management: Gaining a Competitive Advantage

What Responsibilities and Roles Do
HR Departments Perform?

Only recently have companies looked at HRM as a means to contribute to prof-
itability, quality, and other business goals through enhancing and supporting
business operations.

Table 1.1 shows the responsibilities of human resource departments. How
many HR professionals should a company employ? High performing small
companies (fewer than 100 employees) have approximately 6 human resource
staffers per 100 employees, while in high performing large companies with
50,000 employees or more the ratio is 1 HR staffer per 100 employees.?

The HR department is solely responsible for outplacement, labor law compli-
ance, 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 manage-
ment and discipline, and efforts to improve quality and productivity. Large
companies are more likely than small ones to employ HR specialists, with ben-
efits specialists being the most prevalent. Other common specializations include
recruitment, compensation, and training and development.’

Many different roles and responsibilities can be performed by the HR depart-
ment depending on the size of the company, the characteristics of the work-
force, the industry, and the value system of company management. The HR

Responsibilities of HR Departments

FUNCTION RESPONSIBILITIES

Analysis and design of work Job analysis, work analysis, job descriptions
Recruitment and selection Recruiting, posting job descriptions, interviewing, testing, coordi-

nation use of temporary employees

Training and development Orientation, skills training, development programs, career

development

Performance management Performance measures, preparation and administration of perfor-

mance appraisals, feedback and coaching, discipline

Compensation and benefits Wage and salary administration, incentive pay, insurance, vacation,

retirement plans, profit sharing, health and wellness, stock plans

Employee relations/Labor relations Attitude surveys, employee handbooks, labor law compliance,

Personnel policies

relocation and outplacement services
Policy creation, policy communications

Employee data and information systems Record keeping, HR information systems, workforce analytics,

Legal compliance

social media, Intranet and Internet access
Policies to ensure lawful behavior; safety inspections, accessibility
accommodations, privacy policies, ethics

Support for business strategy Human resource planning and forecasting, talent management,

change management, organization development

SOURCES: Based on Bureau of Labor Statistics, U.S. Department of Labor, Occupational Outlook Handbook, 2012-13 Edition, “Human Resources

Specialists,” on the Internet at www.bls.gov/ooh/business-and-financial/human-resources-specialists.htm, visited March 26, 2013; 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 (Washington, DC: Bureau of National Affairs, June 28, 2001).
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department may take full responsibility for human resource activities in some
companies, whereas in others it may share the roles and responsibilities with
managers of other departments such as finance, operations, or information tech-
nology. In some companies the HR department advises top-level management;
in others the HR department may make decisions regarding staffing, training,
and compensation after top managers have decided relevant business issues.

One way to think about the roles and responsibilities of HR departments
is to consider HR as a business within the company with three product lines.
Figure 1.2 shows the three product lines of HR. The first product line, administra-
tive services and transactions, is the traditional product that HR has historically
provided. The newer HR products—business partner services and the strategic
partner role—are the HR functions that top managers want HR to deliver.

For example, at Move Inc., an online real estate company with around 1,000
employees, the chief financial officer and HR leaders work on annual business
plans and budgeting, including decisions about merit pay increases.* HR used
data to make a business case for not having annual merit increases rather than
emphasizing that merit pay increases had to be given to employees because of
past practice. At Ingersoll Rand, a company with 25,000 employees and oper-
ations in more than 60 countries, HR was transformed from just doing tradi-
tional HR work such as recruitment, benefits, training, and compensation into
a team of consultants whose job was to work with managers to understand the
issues and problems they faced in managing the company’s human capital.> As
consultants, HR focuses on identifying gaps or barriers preventing employees
and managers from attaining business goals, finding ways to fill the gaps, and
developing and delivering talent management solutions that include drawing
from traditional HR responsibilities but in a problem-focused way. For example,
Ingersoll-Rand’s business strategy is to grow in emerging markets around the
world. To be successful requires highly talented managers. HR is contributing
to meeting the need for highly talented managers by using workforce plan-
ning to determine how many managers are needed and in what locations. HR

Figure 1.2
HR as a Business with Three Product Lines

TR

SOURCE: Adapted from Figure 1, “HR Product Lines,” in E. E. Lawler, “From Human Resource Management to Organizational Effectiveness,”
Human Resource Management 44 (2005), pp. 165-69.
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Shared service
model

A way to organize
the HR function that
includes centers of
expertise, service
centers, and business
partners.

Self-service
Giving employees
online access to HR
information.

Outsourcing

The practice of having
another company pro-
vide services.

Human Resource Management: Gaining a Competitive Advantage

is working with managers to identify the competencies, skills, and knowledge
needed by high performing company managers. The competencies and skills
profiles are used to evaluate potential country managerial job candidates from
outside the company as well as to develop plans for current employees who
have the potential to become country managers.

Strategic Role of the HRM Function

The amount of time that the HRM function devotes to administrative tasks
is decreasing, and its roles as a strategic business partner, change agent, and
employee advocate are increasing.® HR managers face two important challenges:
shifting their focus from current operations to strategies for the future” and pre-
paring non-HR managers to develop and implement human resource practices
(recall the role of HR in Mars’ success from the chapter-opening story). To ensure
that human resources contributes to the company’s competitive advantage many
HR departments are organized on the basis of a shared service model. The shared
service model can help control costs and improve the business relevance and
timeliness of HR practices. A shared service model is a way to organize the HR
function that includes centers of expertise or excellence, service centers, and busi-
ness partners.8 Centers of expertise or excellence include HR specialists in areas
such as staffing or training who provide their services companywide. Service cen-
ters are a central place for administrative and transactional tasks such as enroll-
ing in training programs or changing benefits that employees and managers can
access online. Business partners are HR staff members who work with business-
unit managers on strategic issues such as creating new compensation plans or
development programs for preparing high-level managers. We will discuss the
shared service model is more detail in Chapter 16.

The role of HRM in administration is decreasing as technology is used for
many administrative purposes, such as managing employee records and allow-
ing employees to get information about and enroll in training, benefits, and
other programs. The availability of the Internet has decreased the HRM role
in maintaining records and providing self-service to employees.” Self-service
refers to giving employees online access to, or apps which provide, information
about HR issues such as training, benefits, compensation, and contracts; enroll-
ing online in programs and services; and completing online attitude surveys.
Companies that use the services of ADP can download a free mobile app that
enables employees to access their payroll and benefits information.® Employ-
ees can use the app to fill out their time sheet or look up their retirement plan
contributions and balance. The app can also be used by companies to deliver
news to employees or offer a directory with contact information. Watson Phar-
maceuticals has developed an app for its corporate university, allowing phar-
maceutical representatives to access training videos and product knowledge
from their iPhones.!

Many companies are also contracting with human resource service provid-
ers to conduct important but administrative human resource functions such as
payroll processing, as well as to provide expertise in strategically important
practice areas such as recruiting. Outsourcing refers to the practice of hav-
ing another company (a vendor, third party or consultant) provide services.
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The most commonly outsourced activities include those related to benefits
administration (e.g., flexible spending accounts, health plan eligibility status),
relocation, and payroll. The major reasons that company executives choose to
outsource human resource practices include cost savings, increased ability to
recruit and manage talent, improved HR service quality, and protection of the
company from potential lawsuits by standardizing processes such as selection
and recruitment.’> ADP, Hewitt, IBM, and Accenture are examples of leading
outsource providers.

Goodyear Tire and Rubber Company reenergized its recruitment and hiring
practices through outsourcing recruiting practices.’> The recruiting outsource
provider worked with the company to understand its culture, history, and its
employees’ recruitment experiences. The recruiting outsourcing service provider
was able to help Goodyear streamline the recruiting process through provid-
ing hiring managers with online access to create new job requisitions, providing
interview feedback, scheduling interviews, generating customized job offer
letters, and gaining a real-time perspective on job candidates’ progress in the
recruitment process. Goodyear recognized several benefits from outsourcing
recruitment including improving the timeliness of job offers, diversity and qual-
ity of new hires, and reducing turnover.

Traditionally, the HRM department (also known as “Personnel” or “Employee
Relations”) was primarily an administrative expert and employee advocate.
The department took care of employee problems, made sure employees were
paid correctly, administered labor contracts, and avoided legal problems. The
HRM department ensured that employee-related issues did not interfere with
the manufacturing or sales of products or services. Human resource manage-
ment was primarily reactive; that is, human resource issues were a concern
only if they directly affected the business. That still remains the case in many
companies that have yet to recognize the competitive value of human resource
management, or among HR professionals who lack the competencies and skills
or understanding needed to anticipate problems and contribute to the business
strategy. However, other companies believe that HRM is important for business
success and therefore have expanded the role of HRM as a change agent and
strategic partner.

A discussion group of company HR directors and academic thought-leaders
reported that increasingly HR is expected to lead efforts focused on talent
management and performance management.'* Also, HR should take the lead
in helping companies attract, develop, and retain talent in order to create the
global workforces that companies need to be successful. HR professionals
have to be able to use and analyze data to make a business case for ideas and
problem solutions. In many companies top HR managers report directly to the
CEO, president, or board of directors to answer questions about how people
strategies drive value for the company. For example, at Yahoo the executive
vice president of people and development’s goal is to help turn around the
company.’> One of her jobs is to help integrate employees from small firms
that Yahoo acquires to bring in top engineering talent and software developers.
Acquisition of small start-up companies and their talent is part of Yahoo CEO
Marissa Mayer’s plan to revitalize the company. Another job is to fix Yahoo's
compensation structure that motivated top employees to leave the company
for its competitors.





