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Preface

The 18th edition of Managing Human Resources will place your students at the fore-
front of understanding how organizations can gain a sustainable competitive advantage
through people. Today’s HR managers play an active role in the strategic planning and
decision making within their organizations. Those managers who are good at it have a
major impact on the success of their firms and elevate human resources in terms of its
importance in the C-suites of their organizations. But human resources management
is not limited to the HR staff. The best organizations recognize that managing people
is the job of every manager, working in partnership with HR.

Each edition of the book highlights the changes human resources management
is undergoing but reveals that the goal of utilizing an organization’s talent in the best
way possible never changes. Consequently, the purpose of this book is always twofold:
(1) to equip students with the tools and practices of HR management and give them
an appreciation for the changes they can make by understanding how best to manage
people, and (2) to present the most current challenges and opportunities graduating
students will face when it comes to today’s human resources management environment.
These challenges exist both for those who will become HR managers and those who
will go on to become other types of managers.

Toward that end, the first chapter of the book lays out in broad terms the key
challenges in HRM today. It includes a discussion of the HR strategies pursued by
firms and the importance of retaining and motivating employees in the process. Other
aspects broached include the strategies companies are using to continue to try to control
health care costs; how social media is affecting hiring, human resources management,
and employees’ privacy rights; and how good human resources practices can help a
firm achieve its corporate social responsibility and sustainability goals and make it an
employer of choice. The chapter also discusses the important partnership with line
managers and the competencies required of HR management. The textbook contin-
ues with the introduction, explanation, and discussion of the individual practices and
policies that make up HRM. We recognize the manager’s changing role and emphasize
current issues and real-world problems and the policies and practices of HRM used to
meet them.

Strategy and talent have become such central concerns of HR today that we con-
tinue to emphasize the topic in this edition of the book in Chapter 2. Chapter 5 focuses
on expanding and managing the talent pool in organizations. Employee diversity and
inclusion, and how firms can leverage all types of differences among their workers to
their strategic advantage, are examined.

Organizations in today’s competitive world are discovering that it is how the
individual HR topics are combined that makes all the difference. Managers typically

XiX
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don’t focus on HR issues such as staffing, training, and compensation in isolation
from one another. Each of these HR practices should be combined into an overall
system—one that furthers a firm’s strategy by enhancing employee involvement and
productivity. Managing Human Resources ends with a final chapter that focuses on
how high-performance work systems (HPWSs) are used to implement these strate-
gies. We outline the strategic processes used to implement HPWSs, including work-
flow design, HR practices, management processes, and supporting technologies as
well as the outcomes of an HPWS that benefit both the employee and the organiza-
tion as a whole.

Streamlined Coverage

Today’s students are extremely busy. They want to know what they need to learn and
be able to learn it as quickly as possible. Instructors also want to be able to cover all
of the material they want to teach during a semester. To help both groups, we made
a special effort to streamline our coverage in this edition. We did so without sacrific-
ing key material but by shortening the copy to make it readable and deleting extra-
neous information reviewers have indicated may be “TMI” (too much information)
for their students. Students and instructors will find that the copy is briefer, clearer,
and more engaging.

New Cutting-Edge Content

As with other editions, a great deal of new information is provided in this revision to
accurately reflect HRM in today’s business world and help the reader understand today’s
HRM issues more effectively. Examples include the concerns of Millennial and Generation
Z employees, and how Big Data, HR analytics, mobile technology, and social media are
profoundly affecting the field, and the effects artificial intelligence and automation are
having. Ever-changing international HR concerns are covered, including the work-visa
challenges facing U.S. firms, immigration, human rights issues, global rights issues such as
data protection, and intellectual property rights. The International Labor Organization’s
“Agenda 2030 for Sustainable Development,” which places decent work for all at the heart
of the ILO’s current initiatives, resulted in numerous updates. Of course, the 18th edition
also includes a complete update of all laws, administrative rulings and guidelines, and
court decisions governing HRM. We also show a recent shift in the interest of Millennials
who are seeing collective action through unions as much more aligned with their interests
than previous generations.

Lastly, in addition to the changes we have already mentioned, to help instructors
incorporate the new material discussed into their courses, the following is a list of
chapter-by-chapter additions:

Chapter 1

« Updated discussion on international trade, Brexit, and the H-1B visa debate.

o The loss of middle-class jobs in the United States and new technology affecting
HR, such as robotics and automation.

o New coverage on the employee experience.

« New coverage on Generation Z.

o Updated information on workforce demographic trends and the progress of
women and minorities in the workplace.
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Chapter 2

Updated information on U.S. labor supply statistics.

New section on a firm’s primary and secondary stakeholders.

New section and figure on the 4As model (Alignment, Agility, Architecture, and
Ability).

New case study on how a strategy change led to the formation of Nike.

Chapter 3

New legal interpretations on what reasonable accommodation means for employ-
ees with disabilities.

Updated information on how Title VII is being interpreted to prohibit discrimi-
nation based on gender identity or sexual orientation.

A list of specific examples of unlawful discrimination against LGBTQ
communities.

New research showing how states that enact the federal Employment
Non-Discrimination Act (ENDA) achieve higher levels of innovation than
states that do not enact the act.

We expand upon the term “disparate treatment.”

New material on how students in universities react to affirmative action.

Chapter 4

New coverage of workflow analysis prior to job analysis.

New discussion on how a firm’s strategy affects its workflows and job design.
New discussion of how companies are using fitness trackers, standing desks, and
other devices to improve the ergonomics in their workplaces.

New discussion on workplace democracy, and the work-life balance Millennials
and the members of Generation Z are demanding.

New case study on how Zappos eliminated all managerial positions and moved to
a self-management model.

Chapter5

New section on retaining talent.

New coverage on the use of games to attract applicants.

New information on writing job postings to attract more candidates and the use
of technology to detect biased job postings.

New information on the virtual-assistant type technology some companies are
beginning to use to automate the process of posting jobs, searching for candidates
online, scheduling interviews with them, and notifying them of where they stand
in the job hiring process.

New case study on Scripps Health’s lifecycle approach to training and retaining
talent.

Chapter 6

Updated information on the practice of using the Internet to prescreen candi-
dates and the legal hazards of doing so.
Updated information on the “ban the box” movement.
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New coverage on the use of technology and other best practices to eliminate bias
when screening résumés and ranking candidates based on their interviews.

New information on the use of Big Data and gamification in preemployment
testing.

Chapter 7

Updated coverage on how MOOC:s are affecting corporate training.
New coverage on experiential learning and the gamification of employee training.
Updated information on social media’s role in training.

Chapter 8

New coverage reflecting the growing role of coaching rather than formal perfor-
mance appraisals in organizations.

New coverage of SMART goals.

New coverage on how some firms are using technology to detect biased perfor-
mance appraisals and get a better picture of how well employees are performing.
New case study on why Adobe ended formal appraisals and what the company
replaced them with.

Chapter9

How some companies like Zappos are moving from a traditional management
structure to a system where work is organized around roles rather than titles and
teams report to teams rather than supervisors.

The movement by tech companies to using objectives and key results (OKR)
systems to tie compensation to objectives.

The push for health care professionals to be evaluated based on quality of care
instead of a production model where it is more about quantity of care.

New research that shows how competition and recessions can reduce employee
wages.

New coverage of locations, such as Glassdoor, to collect salary and other related
data.

A list of the highest paying jobs for 2017 in the United States.

An updated discussion of minimum age required for employment.

Salary rates for the fastest growing jobs in the United States.

Chapter 10

Discussion of the new presidential administration’s support for policies that
reward government employees for merit, not just tenure.

New discussion of how companies are gamifying incentives and rewards to
improve performance.

Updated research on how to design rewards to provide (1) autonomy, (2) oppor-
tunity, and (3) purpose.

New research on public sentiment toward CEO pay.

Chapter 11

Updated information on the current status of the Patient Protection and Afford-
able Care Act (PPACA).
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o New discussion of workers’ lack of awareness of the employer costs of their
benefits.

o Updated information on employee leave programs as they relate to the Family
Medical Leave Act.

» Expanded discussion on how companies can better meet the needs of Millennials
by providing work-life benefits.

Chapter 12

o Updated research on the financial benefits of health and safety programs.
o Updated information on U.S. employee injury and safety statistics today.

o Updated information on how to enforce safety rules.

o Updated information on workplace violence and antibullying legislation.

Chapter 13

o Updated information on employee privacy rights at their place of employment.

o New figures on employer versus employee rights.

o New information on how employees are protected for blowing the whistle.

» New discussions and statistics of social media and how it is used and abused by
employees.

Chapter 14

o A clearer introduction to the chapter that includes current sentiments in the
United States toward unions.

o Discussion of how the last presidential election impacted unions and their tradi-
tional allegiance to the Democratic Party and U.S. sentiment toward international
trade.

o New research showing how Millennials relate to collective action—where they
agree and disagree with unions.

» Some evidence that more professionals are seeing unionization as a viable way to
stabilize employment. A look at recent union movements that aren’t just limited
to companies but more related to social movements (e.g., Fight for 15 and
Occupy Wall Street).

» Reorganized material to help with chapter flow.

Chapter 15

o Updated discussions on sentiments about globalization and free trade.

» Discussion surrounding the new gig economy where many workers are finding
work globally online as independent contractors.

« Updated discussions of how companies like Microsoft are creating globally
dispersed teams that must work virtually.

o Updated immigration and foreign worker discussions as they relate to H-1B visas.

Chapter 16

o New discussion on why higher compensation is generally required when imple-
menting an HPWS.

o Updated case study on Whole Foods’ HPWS and the challenges the company
faces sustaining it and regaining a competitive advantage.

Copyright 2019 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. WCN 02-200-203



XXiv

Preface

Features of the Book

Designed to facilitate understanding and retention of the material presented, each
chapter contains the following pedagogical features:

Learning Outcomes listed at the beginning of each chapter provide the basis for
the Integrated Learning System. Each outcome is also listed in the margin of the
chapter in which it appears, along with a thought-provoking question designed to
get students thinking about how the related content applies to them personally.
The outcomes are revisited in the chapter summary and discussion questions and
in all of the book’s ancillaries.

Small Business Application Boxes. The boxes are designed to help entrepre-
neurs, small business owners, and managers think about how to organize, imple-
ment, and leverage talent and to draw attention to resources designed especially
for them to do so. We feel the coverage is very important because many students
today are very interested in entrepreneurship and will go on to found their

own businesses. Moreover, small businesses provide most of America’s jobs to
workers.

Highlights in HRM. This popular boxed feature provides real-world examples

of how organizations perform HR functions. The highlights are introduced in

the text discussion and include topics such as small businesses and international
issues.

Key Terms appear in boldface and are defined in margin notes next to the text
discussion. The Key Terms are also listed at the end of the chapter and appear in
the glossary at the end of the book.

Figures. An abundance of graphic materials and flowcharts provides a visual,
dynamic presentation of concepts and HR activities. All figures are systematically
referenced in the text discussion.

Summary. A paragraph or two for each Learning Outcome provides a brief and
focused review of the chapter.

Discussion Questions following the chapter summary offer an opportu-

nity to focus on each of the Learning Outcomes in the chapter and stimulate
critical thinking. Many of these questions allow for group analysis and class
discussion.

HRM Experience. An experiential activity designed to simulate HR activities is
included in each chapter.

End-of-Chapter Cases. Two case studies per chapter present current HRM issues
in real-life settings that allow for student consideration and critical analysis.
Extended Cases. Eleven extended cases are provided at the end of the main text.
These cases use material covered in more than one chapter and provide capstone
opportunities.

MindTap

Managing Human Resources, 18th edition, includes a brand new MindTap learning
experience, powered by a rich array of online resources designed to deliver an all-in-one
solution for learning and retaining the course topics. The following items are included
in the MindTap learning path:

An engagement activity designed to stimulate student interest and launch your
classroom discussion.
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o A media-rich e-version of the text enhanced with interactive versions of several
figures in the text as additional video content for extra concept coverage and
engagement.

o A comprehensive auto-graded homework assignment designed to guide stu-
dents from basic comprehension to real-world application of concepts. Robust
feedback is provided within each question to help reinforce understanding as stu-
dents navigate through the new concepts of each chapter.

o Assignable version of Integrated Case assignments found at the end of the book.
The assignments utilize the power of digital to engage students and grade open-
ended question submissions easier with MindTap.

o Brand new video “You Make the Decision” exercises designed to enable students
to think like HR managers and teach students to apply concepts taught within the
classroom to real-world scenarios.

* Quiz assignment that delivers a myriad of question types to measure overall com-
prehension of chapter learning objectives.

o New Study App that helps students quiz themselves and prepare for upcoming
exams. Practice questions are based on learning objectives within the course,
and correlated to the test bank to provide students with a robust bank to utilize
in their test preparation. Student have the flexibility to decide what chapters to
study, and how many questions they will answer making on-the-go studying
easier, quicker, and exactly what they need.

Instructor Materials

The following instructor support materials are available to adopters online at www.
cengagebrain.com.

o Instructor’s Resource Guide. The Instructor’s Resource Guide contains a chapter
synopsis and learning objectives; a very detailed lecture outline; answers to the
end-of-chapter discussion questions, notes for decision activities, and end-of-
chapter case studies; solutions to the extended cases in the textbook; and “Flip
Tips” activities to provide ideas for the flipped classroom.

o Test Bank. Cengage Learning Testing powered by Cognero is a flexible, online sys-
tem that allows you to:

o Author, edit, and manage test bank content from multiple Cengage Learning
solutions.
o Create multiple test versions in an instant.

o Deliver tests from your LMS, your classroom, or wherever you want.

Each test bank chapter provides more than 100 questions, all tagged by learning
objective, AACSB standards, and Bloom’s taxonomy. There are true/false, multiple-
choice, and essay items for each chapter.

o PowerPoint™ Presentation Slides. These presentation slides will add color
and interest to lectures. Lecture slides also include engagement items such
as video links and discussion questions to enhance the classroom learning
experience.
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CHAPTER 1
The Rewards and Challenges

of Human Resources Management

Learning Outcomes

After studying this chapter, you should be able to

Explain the dual goals HR managers have in terms

m Explain how human resource managers and other
of increasing productivity and controlling costs.

managers can have rewarding careers by helping
their firms gain a sustainable competitive advan-

tage through the strategic utilization of people. Discuss how firms can leverage employee
differences to their strategic advantage and how

educational and cultural changes in the workforce
are affecting how human resource managers
engage employees.

Explain how good human resource practices
can help a firm’s globalization, corporate social
responsibility, and sustainability efforts.

Provide examples of the roles and competencies
of today’s HR managers and their relationship with
other managers.

Describe how technology can improve how people
perform and how they are managed.
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Part1 Human Resources Management in Perspective

human resources
management (HRM)
The process of managing
human talent to achieve
an organization’s
objectives.

e use a lot of words to describe how important people are to organizations. The

terms human resources, human capital, intellectual assets, and talent manage-

ment imply that it's people who drive the performance of their organizations
(along with other resources such as money, materials, and information). Successful orga-
nizations are particularly adept at bringing together different kinds of people to achieve
a common purpose. This is the essence of human resources management (HRM).
Human resources management involves a wide variety of activities, including analyz-
ing a company’'s competitive environment and designing jobs and teams so a firm’s
strategy can be successfully implemented to beat the competition. This, in turn, requires
identifying, recruiting, and selecting the right people for those jobs and teams; train-
ing, motivating, and appraising these people; developing competitive compensation
policies to retain them; grooming them to lead the organization in the future—and
the list goes on.

b

Think of a firm you

do business with that
is facing dramatic
changes in order to
survive. (Retailers such
as Target and Macy’s,
which are facing stiff
competition from
online retailers are an
example.) How do you
think the firm'’s person-
nel can help it adapt?
What role will the com-
pany’s HR staff play in
helping with that goal?

1.1 Why Should You Study Human Resources
Management? Will It Pay Off?

Which of these activities would you like to engage in your career:

» Establishing the strategic direction your firm should take

» Attracting top-notch people to come to work for you and your firm

o Determining the right people to hire so your team and company are a success
» Helping and coaching people so they become top-notch performers

If you answered yes to these questions, a job managing people might be a reward-
ing career for you and an excellent reason why you should study human resources
management. Having a good understanding of human resources management is
important for managers and entrepreneurs of all types—not just human resources
(HR) personnel. All managers are responsible for at least some of the activities that
fall into the category of management. Managers play a key role in selecting employees,
training and motivating them, appraising them, promoting them, and so forth. It’s a
job that can be incredibly rewarding—like a gardener helping his or her crops to grow.
But what if you do a poor job of these activities? Believe it or not, many businesspeople
with great business strategies, business plans, and products and services fail because
they do not fully grasp the importance of human resources management. Laments one
entrepreneur:

My first year after investing in a small business that was failing, I tripled the
amount of business the company did and made a lot of money. But I didn’t pay
my personnel enough or motivate them. They eventually abandoned me, and
a larger competitor muscled me out of the marketplace. I now understand the
important role personnel play in a business. They can make or break it.

In addition, great business plans and products and services can easily be copied by
your competitors. Great personnel cannot. Their knowledge and abilities are among the
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most distinctive and renewable resources upon which a company can draw. As Thomas
J. Watson, founder of IBM, said, “You can get capital and erect buildings, but it takes
people to build a business.!

Lastly, even if you never become a manager, understanding human resources
management can help you understand your responsibilities and rights as an employee.
For example, what if your employer asks for your passwords to Facebook or other social
media sites? Do you need to provide the manager with that information? This textbook
can help you answer questions such as these.

1.1a Human Capital and Organizational Culture

The idea that organizations “compete through people” highlights the fact that achieving
success increasingly depends on an organization’s ability to manage its human capital.
The term human capital describes the employees’ knowledge, skills, abilities, and other
attributes (KSAOs) that have economic value to the firm. Although the value of these
assets might not show up directly on a company’s balance sheet, it nevertheless has
tremendous impact on an organization’s performance. The following quotations from
notable CEOs and former CEOs illustrate this point*:

o “The key for us, number one, has always been hiring very smart people.” (Bill Gates,
Microsoft)

o “Human resources isn't a thing we do. It’s the thing that runs our business.” (Steve
Wynn, Wynn Las Vegas)

* “You gotta build a team that is so talented, they almost make you uncomfortable”
(Brian Chesky, AirBnB)

If an employer
requested your Face-
book login credentials,
what would you do?

human capital

The knowledge, skills,
and capabilities of
individuals that have
economic value to an
organization.
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organizational culture
The shared values,
beliefs, and assumptions
people in an organiza-
tion have.

Companies that do “win” because of the talent they find, hire, and manage include:

o Publix, which empowers its employees to make decisions—decisions that are good
for an individual store, its customers, area growers, community, and the firm as a
whole.

o Nordstrom’, which empowers its employees to go through near-heroics to satisfy
customers.

« The Martin Agency, a Virginia-based advertising agency whose talented and
creative personnel generate award-winning advertising campaigns like those for
insurer Geico and cable-TV network Nickelodeon.

However, unlike physical capital and resources, human capital is intangible and
cannot be managed the way organizations manage jobs, products, and technologies.
One reason why this is so is because employees, not the organization, own their own
human capital. If valued employees leave a company, they take their human capital
with them, and any investment the company has made in training and developing these
people is lost.

To build human capital in organizations, managers must continue to develop supe-
rior knowledge, skills, and experience within their workforces and retain and promote
top performers.®> Beyond the need to invest in employee development, organizations
have to find ways to better utilize the knowledge of their workers. Too often employees
have knowledge that goes unused. Human resource managers and programs are often
the conduit through which knowledge is developed and transferred among employees.
As Dave Ulrich, a noted expert in human resources, notes: “Learning capability is g
times g—a business’s ability to generate new ideas multiplied by its adeptness at general-
izing them throughout the company.*

Why does knowledge go unshared and unused in organizations? Oftentimes it’s
because of a firm’s organizational culture. Organizational culture refers to the shared
values, beliefs, and assumptions people in an organization have. Organizational cul-
ture affects how people in an organization work and treat each other and customers. A
negative organizational culture stifles employees and leads to lower productivity and
morale. In contrast, a positive organizational culture helps employees not only acquire
knowledge and sKkills, but also helps foster curiosity among employees, allows them
to grow and thrive, and creates mission-driven teams that actually achieve success.

You probably understand organizational culture more than you realize. Are there
businesses you like to shop with because they perform better and you enjoy the atmo-
sphere and people? Are there other businesses that are similar but that you don’t like
to shop with? The difference is likely due to organizational culture. Marriott’s culture
is critical to its success. The hotel chain takes care of its employees. They, in turn, take
care of the customers, who come back time and again.

Although “competing through people” and “organizational culture” are major
themes of human resources management, on a day-to-day basis, managers of all types
have to carry out the specific activities for a company to effectively do so. Figure 1.1
provides an overall framework of these activities.

What do you think are the biggest human resource-related challenges you would
have to face as a manager or team leader? Professional organizations such as the Society
for Human Resource Management (SHRM) conduct ongoing studies of the most press-
ing competitive issues facing firms. The top trends, or challenges, firms name today
include those outlined in the sections that follow.
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Figure 1.1 Overall Framework for Human Resources Management

COMPETITIVE
CHALLENGES

Changes in the
marketplace
and economy
Globalization

Sustainability
Technology
Productivity and

cost challenges
Leveraging employee
differences

EMPLOYEE
CONCERNS AND ISSUES

Job security

Health care
Diversity issues
Age, gender, and
generational issues
Retirement issues
Education levels
Employee rights and
privacy

Work attitudes and
employee engagement

Work-life balance

1.2 Strategic and Global Challenges

Organizations can rarely stand still for long. Being able to adapt has become the key
to capturing opportunities and overcoming obstacles both domestically and abroad.
In fact, it is often the key to the very survival of organizations. Many of the biggest 500
companies in the world 50 years ago (GE and GM included) are still in business. How-
ever, many others, such as Esmark Steel, are not. In fact, you may never have even heard
of Esmark Steel. As a corollary, think about the species that populate our planet today.
It’s not necessarily the biggest and the strongest species, such as the dinosaurs, that have
survived but those best able to adapt. This is true for not only species but individual
employees and companies as well.

1.2a Responding Strategically to Changes and Disruptions
in the Marketplace

Products and markets are evolving at a breakneck pace, disrupting what businesses pro-
duce, how they produce, and for whom. Changes in the stock market, world economic
conditions, labor markets, and technology are making “business as usual” a thing of the
past. So how do HR managers help their firms cope with ever-changing business condi-
tions? One way is by helping redesign their firms to achieve agility.

Agility is a firm’s ability make quick changes to gain a competitive advantage.
Achieving agility often involves eliminating managerial layers that can slow down deci-
sion making and make an organization less nimble. Instead, project teams that can gear
up fast, make their own decisions, and disband quickly are utilized to develop and get
new products out the door while they’re “hot” Many tech companies operate this way,
and other firms are finding that the model can work for them.

D

Does a company’s HRM
function need to be

an integral part of its
sustainability and cor-
porate social respon-
sibility efforts? Why or
why not?

agility

A firm's ability make
quick changes to gain a
competitive advantage.
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downsizing

The planned elimination
of jobs.

outsourcing
Contracting outside the
organization to have
work done that formerly
was done by internal
employees.

offshoring

The business practice
of sending jobs to other
countries.

The online shoe company Zappos has gone so far as to eliminate all of its managers.
Employees aren’t told how to work. Instead, they “self-manage” and belong to voluntary
employee teams. Employees are motivated to develop new skills and capabilities so
they can join multiple teams and work on new projects at a moment’s notice. Successful
companies, says Harvard Business School professor Rosabeth Moss Kanter, develop a
culture that just keeps moving all the time.” It’s been said that “No change means no
chance” The change applies to HR managers, too.

Human Resources Managers and Business Strategies

In decades past, HR departments were often focused on performing administrative
tasks, dealing with unions, and complying with labor laws. But HR management is
vastly different today. Astute executives know that human resource professionals can
help them improve, to comply with the law and help the bottom line by streamlining
employment costs. HR professionals can improve the top line by redesigning work to
foster innovation, by forecasting labor trends, by recruiting and motivating employees,
and by measuring their effectiveness. HR managers also help their firms with business
strategies, as well as mergers, acquisitions, and ways to enter new and global markets.
“If you look at the evolution going back to when we called HR ‘personnel; it’s come a
long way as a function,” says Art Mazor, with Deloitte Consulting. New HR tools and
technologies are allowing the HR function to look outside the tactical, administrative
reporting and data gathering to bring insights and to drive business strategy and results.®
Mazor says.®

Sometimes changing a firm’s strategy requires adjusting the labor force via downsiz-
ing, outsourcing, and offshoring. Downsizing is the planned elimination of jobs, and
outsourcing simply means hiring someone outside the company to perform business
processes that were previously done within the firm. Offshoring, also referred to as
“global sourcing,” involves shifting work to locations abroad.

A common denominator of all these strategies is that they require companies to
engage in bringing about and managing both organizational changes and changes
on the individual level. Although most employees understand that change is
continuous—responsibilities, job assignments, and work processes change—people
often resist it because it requires them to modify or abandon ways of working that
have been successful or at least familiar to them. Successful change rarely occurs
naturally or easily.

Some of the strategic changes companies pursue are reactive changes that result
when external forces, such as the competition, a recession, a law change, or an ethi-
cal crisis (such as the backlash Volkswagen experienced in 2016 for cheating on its
vehicles” emissions tests) have already affected an organization’s performance. Other
strategic changes are proactive changes, initiated by managers to take advantage of tar-
geted opportunities, particularly in fast-changing industries in which followers are not
successful.

Good HR managers know that they can be key players when it comes to driving
the business strategies of their organizations to make changes. That is why forward-
looking CEOs, including those of Southwest Airlines, Starbucks, and GE, make certain
their top HR executives report directly to them and help them address key issues.

A rapidly growing number of companies, including Ford, Intel, United Technolo-
gies, and the gamemaker Electronic Arts, are assigning HR representatives to their core
business teams to make certain they are knowledgeable about core business issues. In
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addition, companies are increasingly rotating non-HR managers info HR positions and
vice versa to give them exposure to different areas of the organization. Rather than
emphasizing the administrative aspects of HR, these companies develop and promote
their HR personnel and provide them with key business statistics and numbers they can
use to measure the effectiveness of the workforce.

We will discuss more about competitive HR strategies and HR in Chapter 2. Mean-
while, keep in mind that HR’s role is not all about providing advice to CEOs and super-
visors. In addition to serving as a strategic partner to management, HR managers are
also responsible for listening to and advocating on behalf of employees to make sure
their interests are aligned with those of the firm and vice versa. A good deal of evidence
suggests that this is one of the toughest parts of an HR manager’s job. We will discuss
more about this aspect of the job later in the chapter.

1.2b Competing, Recruiting, and Staffing Globally

Have you ever thought about working abroad or learning a second (or third) language?
Doing so could give you a big advantage in today’s workplace. Why? Because the strate-
gies companies are pursing today increasingly involve one or more elements of global-
ization. The integration of world economies and markets has sent businesses abroad
to look for opportunities, fend off foreign competitors domestically, and find the right
kind of employees to help them do so. Consumers around the world today want to be
able to buy “anything, anytime, anywhere,” and companies are making it possible for
them to do so. Want to buy a Coke in Pakistan? No problem. Coca-Cola has an elaborate
delivery system designed to transport its products to some of the remotest places on
the planet. In fact, the company has long generated more of its revenues abroad than it
does in the United States
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Some changes are
reactive, such as those
experienced by Volk-
swagen when it was
revealed the company
had cheated on its
vehicles’ emission tests.
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Importing and exporting goods and services is the easiest way to “go global” India
has the world’s second-largest population (1.2 billion people) and a growing middle
class, so firms are increasingly trying to expand their exports to that country.” Apple is
one of those companies. Although the iPhone dominates the U.S. market, only 5 percent
of smartphones in India are iPhones. Partnerships, mergers, and takeovers are other
ways companies are preparing for globalization.

Many American and foreign firms have partnered with Chinese firms to expand
in China, which is the world’s most populous country, with 1.3 billion people. In turn,
Chinese and other foreign companies are merging with American firms, sometimes in
industries you wouldn’t expect. For example, in 2016, the Chinese firm Dalian Wanda
Group bought U.S. film company Legendary, which produced The Dark Knight, Jurassic
World, and Straight Outta Compton.®

As a result of globalization, the national identities of products are blurring, too.
BMW is a German brand, but the automaker builds cars in the United States, China,
and elsewhere. Likewise, you probably think of Budweiser as an American beer, but its
maker (Anheuser-Busch) is owned by a Belgian company called InBev. Like many other
companies, Anheuser-Busch InBev has been purchasing or partnering with factories
and brands in other countries such China and Mexico to expand its sales.’ After buying
Legendary, Dalian Wanda Group produced The Great Wall starring Matt Damon, which
was released in both China and the United States.

Numerous free-trade agreements forged between nations in the last half century
have helped quicken the pace of globalization. The first major trade agreement of the
twentieth century was made in 1948, following World War II. Called the General Agree-
ment on Tariffs and Trade (GATT), it established rules and guidelines for global com-
merce between nations and groups of nations. Since GATT began, the growth in world
trade has far outpaced the growth in the world’s overall output. GATT paved the way
for the formation of many major trade agreements and institutions, including the Euro-
pean Union in 1986 and the North American Free Trade Agreement (NAFTA) in 1994,
encompassing the United States, Canada, and Mexico.

Although they have come under fire from people and politicians around the world,
new free-trade agreements continue to be forged. The United Kingdom left (“Brexited”)
the European Union in 2016. Nonetheless, even the country’s most vocal opponents of
global trade are anxious to complete a new free-trade deal with India to do more busi-
ness with that nation.!”

How Globalization Affects HRM

Due to globalization, firms have to balance a complicated set of issues related to differ-
ent geographies, including different cultures, employment laws, and business practices,
and the safety of employees and facilities abroad. Human resource issues underlie each
of these concerns. They include such things as dealing with employees today who,
via the Internet and social media, are better informed about global job opportunities
and are willing to pursue them, even if it means working for competing companies or
foreign companies. Gauging the knowledge and skill base of workers worldwide and
figuring out how best to hire and train them (sometimes with materials that must be
translated into a number of different languages) is also an issue for firms. Relocating
managers and training foreign managers abroad to direct the efforts of an international
workforce is a challenge as well. In Chapter 15, we will explain how these challenges
are tackled.
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1.2¢ Setting and Achieving Corporate Social Responsibility

and Sustainability Goals

Globalization has led to an improvement in people’s living standards in the last half
century. As a result of free trade, Americans are able to buy products made abroad
more cheaply. Conversely people in low-wage countries that make those goods and
services are becoming wealthier and are beginning to buy American-made products.
Nonetheless, globalization stirs fierce debate—especially when it comes to jobs. Since
the turn of the century, millions of U.S. jobs—both white collar and blue collar—have
been exported to low-wage nations all around the world. Other people worry that free
trade is creating a “have/have not” world economy, in which the people in developing
economies and the world’s environment are being exploited by companies in richer,
more developed countries. This has sparked anti-free-trade protests in many nations.

Concerns such as these, coupled with corporate scandals over the years, including
the use of sweatshop labor in third-world countries, have led to a new focus on corporate
social responsibility, or good corporate citizenship. Many firms and professional asso-
ciations also have ethics codes, or codes of conduct. The codes are written guidelines that
clarify right and wrong behaviors an organization endorses or prohibits. Highlights in
HRM 2 shows the codes of ethics adopted by the Society for Human Resources Manage-
ment. Other firms have gone so far as to appoint “chief ethics officers” to try to ensure
that ethical breaches by employees don’t adversely affect their companies. Chief ethics
officers and ethics are discussed in more detail in Chapters 7 and 13.

Companies are learning (sometimes the hard way) that being ethical and socially
responsible both domestically and abroad can not only help them avoid lawsuits but also
improve their earnings. For example, researchers at Boston College’s Center for Corpo-
rate Citizenship found that as a company’s reputation improved, so did the percentage
increase in the number of people who would recommend that firm. Nearly two-thirds of
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corporate social
responsibility

The responsibility of

the firm to act in the
best interests of the
people and communities
affected by its activities.

After an unsafe fac-
tory collapsed, killing
hundreds of textiles
workers in Bangladesh
in 2013, approximately
70 retailers, mostly
European, signed an
agreement to inspect
factories they offshore
work to and finance
safety upgrades for
them.
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