[‘ea.mwork can motivate employe

tiple tasks, use many skills, control the
assemble the entire fina] product
| 7‘ a . . :
: \htnessn'ng the resulting Improvements, compan;
~, : n
in the service sector also have moved toward F;e e
use of teamwork. Teamwork is a necessary comgona %,
ent

of more and more computer Programming tasks. Com

panies that develop softwa : : One way companies can increase employee responsibility and

f’ < gre mcreasin gly using an controlis to assign work to teams.

pment process more tightly
software development, self-

ectly with the business users
much face-to-face communicat; i

. ( munication as possible. Rather than
devoting endless hours to negotating contracts and documenting processes, the teams

focus on frequently delivering usable components of the software. Throughout the
development pr SR the team is open to changing requirements and computer code
as a result of their communication with users. Users of agile software development

say it inc;‘;aases customer satisfaction and speeds up the time from concept to usable
software.

Focus on Strategy L0 2-4 Identify ways HR

As we saw in Chapter 1, traditional management thinking treated human resource

management primarily as an administrative function, but managers today are begin-

ning to see a more central role for HRM. They are looking at HRM as a means to

support a company’s strategy—its plan for meeting broad goals such as profitability,
quality, and market share. This strategic role for HRM has evolved gradually. At many
organizations, managers still treat HR professionals primarily as experts in designing
and delivering HR systems (see the “HR Oops!” box). But at a growing number of
organizations, HR professionals are strategic partners with other managers.

This means they use their knowledge of the busmess and of human resources to
help the organization develop strategies and to align HRM policies and practices with
those strategies. To do this, human resourcelrlnanlalgers mustof‘(l)rc:; :CI:j tvlilg ilt’t;‘r;;;s :1:3

mpany goals as well as human res T )
;srthciaiz;i?g;t?nznei;eri a}t’ fnalyzing the busines‘s impact of Hg dec1jsx01}s or ;t
developing and keeping the best talent to support business IStr;t?gY- : Ipanizations do
this, for example, when they integrate all the activities involved in Fg eg: m;ir;;xg;ment
with each other and with the organization’s other processes to provide the skills the or-
ganization needs to pursue its strategy. An integrated approach to “}1‘3;:‘ nanagement
includes acquiring talent (recruiting and selection), providing the right opportunities
for training and development, mea;
plans that reward the needed behavi
training, and so on, HR professiona
members of the organization wh
fies its strategy, HR professionals are pa

professionals can sup-
port organizational strat-

egies for quality, growth,
and efficiency.

measuring performance, and creating compensation
ors. To choose the right talent, provide the right
Is need to be in close, ongoing contact with the
o need the talent. And when the organization modi-
rt of the planning process so they can modify



A lot of managers are disappointed
in the support they get from their HR
teams, according to a survey by the
Hay Group, a global consulting firm.
The survey questioned line manag-
ers and HR directors in China, the
United Kingdom, and the United
States about their working relation-
ships. The results suggest that those
relationships are often strained.

HR directors reported being chal-
lenged by cutbacks in their depart-
ment. One-third said they spend 21%
to 50% of their time responding to
inquiries from managers, and three-
fourths said line managers want
immediate responses. For their part,
41% of line managers in the United
States said the HR department is too

Less Helpful than a Search Engine?

slow in responding, and 47% said
they could make decisions better
and faster if they had more informa-
tion from the department. An embar-
rassing 29% rated Google above thg
HR department for providing perti-
nent information.

Hay’s consultants suggest that
human resource managers need to
focus on how they can empower line
managers by providing them with
easy access to relevant information.

Questions

1. Suggest one way that HR
managers might improve their
helpfulness to line managers

2. Suggest one way that line
managers can improve
communications with HR
managers, so they get the
support they need.

Sources: Laurence Doe, “Relationship
between Line Managers and HR under
Increasing Strain, Hay Group Finds,”
HR Magazine (UK), November 21, 2013,
http://www.hrmagazine.co.uk; Hay
Group, “More Managers Turn to Google
for HR Information,” Business Wire,
November 20, 2013, http://www
.businesswire.com; Philip Spriet,
“‘Power On’: From Passing the Buck

to Activating the Line,” Hay Group
Blog, October 16, 2013, http://blog
.haygroup.com,

talent management efforts to support the revised strategy. One organization that does
all this is Universal Weather and Aviation, which provides services and support to
the owners of private jets. In this market niche, the company does not expect to find
people with the precise set of skills it needs; rather, its talent management program
emphasi'zes finding individuals who are a good fit with the organization’s culture and
then training them in the areas where their skills are weak. Executives are rewarded for

achieving talent management objectives that include retaining the best-
employees and identifying potential successors to fill key positions.?*

The specific ways in which human resource l
strategy vary according to their level of invol
Strategic issues include empbhasis on quali
Hun_lan‘resource management can supp
quality improvement programs, merge

Mergers and Acquisitions

Often, o

performing

professionals support the organization’s
vement and the nature of the strategy.
ty and decisions about growth and efficiency.
ort these strategies, including efforts such as
rs and acquisitions, and restructurin
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Figure 2.4

Business Strategy:
Issues Affecting HRM

Reengineering

International
Expansion ,

industry. Other mergers and acquisitions cross industry lines. In a merger to form Citi-
group, Citicorp combined its banking business with Traveler’s Group’ insurance busi-
ness. Furthermore, these deals more frequently take the form of global megamergers,
or mergers of big companies based in different countries (as in the case of BP-Amoco).

HRM should have a significant role in carrying out a merger or acquisition. Differ-
ences between the businesses involved in the deal make conflict inevitable. Training efforts
should therefore include development of skills in conflict resolution. Also, HR profession-
als have to sort out differences in the two companies’ practices with regard to compensa-
tion, performance appraisal, and other HR systems. Settling on a consistent structure to
meet the combined organization’s goals may help bring employees together.

High Quality Standards

To compete in today’s economy,
services. If companies do not a
selling their product or service to ve

companies need to provide high-quality products and

dhere to quality standards, they will have difficulty
ndors, suppliers, Or Customers. Therefore, many
rm of total quality management (TQM)—a Total Quality

i e fo ;
organizations have a:ioog;?tirsxz:;ly improve the ways people, machines, and systems xmdmn
companywide effort 26,

‘accomplish work.”’ TQM has several core values™ ; : Rkt
Nt b A ; the needs of internal and external  ways people, machin

e s a are designed to meet

‘ fm'mmcver theg;:rocess is intended to servt’:)- andfksystems accomy
e w it 'zation receiveS training n quahty. WOrK.

oyee in the organt ;
med into a product Of service

1 being detected and correcte

5o that errors are prevented from occur-
d in an error-prone product or service.
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suppliers, and customers to f

ation wi dors
¢ The organization promotes cooperation with vendors,

improve quality and hold down cOsts. L
¢ Managers measure progress with feedback base T . |

Based on these values, the T QM approach provides g"ll‘ldelmr?ot(: a:l alit;: Organiz; |
tion’s activities, including human resource management. 10 pro ol ri?k taki;g o
e enﬁronm?llt thatls QPPOliltS ull(ril%i?:; ?(;;2?12:1 x:)y;iagers, employees, and

ands. Problem solving shou ;

Eﬁ::gg;:s(.igployees should communicate with managers atl)?uct) Ii:s:;)er;li:’ }?;-eed:l; £

Quality improvement can focus on the HRM ﬁ.mctlo? itself. e o
agers are increasingly pressing for 1mprpvement is performance ma_thgth i ol
ness consultants note that many companies have grown d{s.sausﬁed with the ways they
measure and reward performance, believing that the tradmona'l practices do not yield
measurable benefits. George Boué, a human resources executive with d}e real estate
firm Stiles Corporation, says his company has tried to improve the quality of perfor-
mance management by hiring coaches to help employees figure out how to develop

their skills.?’

Cost Control

Some organizations have a low-cost, low-price strategy. These organizations par-
ticularly depend on human resource management to identify ways for limiting costs
related to maintaining a qualified, motivated workforce. However, this challenge is
relevant in any organization. HR managers contribute to success whenever they help
lower costs without compromising quality.

Human resource management supports cost control both by helping the organiza-
tion use human resources more efficiently and by making HRM processes as efficient
as possible. This has become particularly relevant to employee benefits, specifically
health insurance.”® As we will discuss in Chapter 14, the cost of this benefit has grow;l
rapidly, while the Affordable Care Act has introduced a set of employer requirements,
which can be expensive. How to manage the costs while meeting the requirements is :
complicated. Employers need to weigh factors such as legal requirements, the costs
and types of plans available, the impact on departments’ budgets, and the effect on
employee morale and retention, as well as on the ability to recruit new employees.
Management relies on well-informed HR managers to identify alternatives and rec-
ommend which ones will best support the company’s strategy.

Beyond specific issues such as health insurance and the Affordable Care Act, human

resource management can support strategic efforts to control costs through downsiz-
ing, reengineering, and outsourcing.

Downsizing Asshown in Figure 2.5, the number .
nizations downsized soared in 2008 and 2009.%° Sinece c:ﬁg?;l;l:zrzﬁig\lvi;fzfigg :;socrgz-
z)l;u;i,nbut at; declining rate. Ti'me surge in unemployment created a climate of fear
Wiz Ze I\J:;;)t(ic;-,l's. Even at organizations that were maintaining their workforce, em-
gn {o their '2bsto'fwcﬁrry, and employees who might have otherwise left tended to hold
how o maixitain ; ¢ ¢y could. Therefore, an important challenge for employers was
s G il employer of choice and how to keep employees en-
this challenge will infl ocusﬁd on the organization’s goals. The way employers meet
rloyusai uence how sustainably they can compete, especially as unem-
talented workers see possibilities for work in other organizations.
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Figure 2.5
Number of Employees Laid Off during the Past Decade
Number
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Sources: Bureau of Labor Statistics, “Extended Mass Layoffs: Fourth Quarter 2011, Annual Totals 2011,” news release, February 10, 2012,
hitp://www.bls.gov/mis; Bureau of Labor Statistics, “Mass Layoff Statistics,” last updated May 13, 2013, http://data.bls.gov.

Downsizing presents a number of challenges and opportunities for HRM. In terms
of challenges, the HRM function must “surgically” reduce the workforce by cutting only
the workers who are less valuable in their performance. Achieving this is difficult because
the best workers are most able (and often willing) to find alternative employment and
may leave voluntarily before the organization lays off anyone. Early-retir?ment programs
are humane, but they essentially reduce the workforce w1t‘h a “genade’ approach——-not
distinguishing good from poor performers but rather eliminating an entire group ‘?f
employees. In fact, contrary to popular belief, research.}_ms found. that downsizing is
associated with negative stock returns and lower profitability following the layoffs. One
reason may be that although labor costs fall after a downsizing, s?les per employee also
tend to fall. Circuit City, for example, tried to save money by laying off its hxgl}est—paid
salespeople. Customers soon found that they preferred oth.er‘ electror‘ucs retailers, and
Circuit City went out of business. In contrast, Southwest Anjhnes, which has never laid
off employees—not even after air travel plummeted followmg the terrorist attacks of
September 11, 2001—has outperformed its ri_va!s..lec.e Southwest’s managers, Susan
Marvin, president of Marvin Windows, thinks it is illogical to call employees the com-
pany’s “greatest asset” and then lay them off. Although the recent economic recession has
Méﬂuuﬁng to the construction business and its supphel‘S, Marvin has avoided lay-
offs and let employment decline naturally by not replacing employees who have retired
during the lean years, Instead, employees have been doing without bonuses and some

- employee benefits, and the workweek has been shortened, reducing pay to hourly work-
Viarvin is convinced that the impact on morale of everyone pulling together
ugh times builds a strong commitment to the organization,**
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Reengineering

A complete review of the
organization’s critical
work processes to make
them more efficient and
able to deliver higher
quality.

Outsourcing

The practice of having
another company (a ven-
dor, third-party provider,
or consultant) provide
services.

Another HRM challenge is to boost the morale of employees who remain after the
reduction; this is discussed in greater detail in Chapter 5. HR professionals should
maintain open communication with remaining employees to build their trust and com-
mitment, rather than withholding information.’! All employees should be mfor.n}ed
why the downsizing is necessary, what costs are to be cut, how long the downsizing
will last, and what strategies the organization intend§ to pursue. Finally, HRM_ can
provide downsized employees with outplacement services to help them find new jobs.
Such services are ways an organization can show that it cares about its employees, even

though it cannot afford to keep all of them on the payroll.

Reengineering Rapidly changing customer needs and technology have caused
many organizations to rethink the way they get work done. For example, when an or-
ganization adopts new technology, its existing processes may no longer result in ac-
ceptable quality levels, meet customer expectations for speed, or ?eep COSts to profitable
levels. Therefore, many organizations have undertaken reengineering—a cpmplete
review of the organization’s critical work processes to make them more efficient and
able to deliver higher quality.

Ideally, reengineering involves reviewing all the processes performed by all the or-
ganization’s major functions, including production, sales, accounting, and human re-
sources. Therefore, reengineering affects human resource management in two ways.
First, the way the HR department itself accomplishes its goals may change dramati-
cally. Second, the fundamental change throughout the organization requires the HR
department to help design and implement change so that all employees will be com-
mitted to the success of the reengineered organization. Employees may need training
for their reengineered jobs. The organization may need to redesign the structure of
its pay and benefits to make them more appropriate for its new way of operating.
It also may need to recruit employees with a new set of skills. Often, reengineering
results in employees being laid off or reassigned to new jobs, as the organization’s
needs change. HR professionals should also help with this transition, as they do for
downsizing.

Outsourcing Many organizations are increasingly outsourcing some of their busi-
ness activities. Outsourcing refers to the practice of having another company (a ven-
dor, third-pa.rty provider, or consultant) provide services. For instance, a manufacturing
company might outsource its accounting and transportation functions to businesses
that specialize in these activities. Outsourcing gives the company access to in-depth
expertise and is often more economical as well.

N ot only do HR departments help with a transition to outsourcing, but many HR
functions are being outsourced. According to a recent survey of human’ resource man-
::gers, about 70‘7? of companies had outsourced at least one HR activity. The functions
antlt Xletr:l ;2:;‘: elllllzeslzy (t}cz) 23 o;t:%?rced were employee assisFance, retix:ement pl::mniﬂgv

nd ' year Tire and Rubber Company improved its recruiting and
hmng practices by outsourcing these activities to a specialist. The recruiting service
provxfh.ar started by learning about Goodyear’s history, culture, and experiences with
recruiting. IF used InFernet technology to streamline the hjriné process and track the
progress of job candxfiates throughout that process. After outsourcing this function,
Goodyear began making quicker hiring decisions, improved the diversity and quality
of employees it hired, and reduced employee turnover.’? See the “B 1';y e box
for another example of HR outsourcing. . i



Land O'Lakes is an example of g
company that has Successfully re-
duced costs by outsourcing human
resource activities. Best known for
the company is a food and agriom:
ture cooperative owned by the farm-
ers who participate in the business.
The ce-op’s 10,000 employees work
toward a strategy of delivering strong
financial performance for its farmer-
owners while providing programs
and services that help the farmers
operate more successfully.

In support of that strategy, Pam
Grove, the senior director of ben-
efits and HR operations, led Land
O'Lakes to outsource the adminis-
tration of employee benefits. Man-
agement determined that benefits
administration was not an activity
that contributed to the company’s

€St Practices

Outsourcing Enriches the Bott

Oom Line for Lang O’Lakes
Strategy, and ,
5 successélal;duge'aakais (a::iea}gy the company save millions of dollars
\::m tto ac!minister its 401(k) re?ilree- methzmﬁ?sn T ranban
2 a:n savings plan. So Grove ar- : .
; g<->di :'Zur::;e a firm administer its Questions
ealth ce a i
iy nd pension plans

Outsourcing achieved the basic
goal of reducing costs, but that was
not the only advantage. Grove freed
up time for focusing on strategy-
related activities, and she says the
putsourcing arrangement also has
improved service to employees.
When the company tackled health
benefit costs by offering a high-
deductible health plan, which shifts
spending decisions to employees,
Grove and her staff visited 100 Land
O’Lakes locations to explain the new
option. Employee enroliment was
double her expectations, helping

---------------------------------------

Expanding into Global Markets

Companies are finding that to Sl.ll’Vin% they
well as fend off foreign competitors: attemp
To meet these challenges, U.S. businesses must ¢ i
competition from overseas, hire from an international labor pool,

must compete in international markets as
ts to gain ground in the United States.
develop global markets, keep up with
and prepare employ-

1. When does outsourcing
make strategic sense for an
organization such as Land
O’Lakes?

2. How does Grove ensure that a
cost-conscious practice such
as outsourcing is well received
by employees?

Sources: Land O’Lakes Inc., “Com-
pany,” http://www.landolakesinc

.com, accessed April 22, 2014; Land
O’Lakes Inc., “Careers,” http//www
landolakesinc.com/careers, accessed
April 22, 2014; Susan J. Wells, “Benefits
Strategies Grow: And HR Leads the
Way,” HR Magazine, March 2013.

---------------------------------------

L0 2-5 Summarize
ways in which human
resource management
can support organi-
zations expanding
internationally.

ees for global assignments. This global expansion can pose some challenges for human

the conduct of employees in other parts of the world.

Companies that are success

e cu
tional scale, but also have workforces and corporat

markets. Yum Brands was quic
tion: in 1987, its KFC restaura

and its Pizza Hut brand was the first pizza chamwit
has more than 6,000 restaurants in the coux:it:');n X
More than half the company’s sales are ma

Overseas expansion is a willingness t0

management talent.’*

The Global Workforce

their employees in the

For today’s 3
a global workforce. Organizations wit

resource management as HR employees learn about the cultural differences that shape

i ired not only operate on a multina-
T b ltures that reflect their global

i ial of China’s massive popula-
S 0: i: 2(:: rz‘rst-food chain to enter China,
o there in 1990. Today the company
h plans to open hundreds more.
hina. Behind the success of this
adapt menus t0 local tastes and develop local

nd tomorrow’s employers, talent comes
h international operations hire at least
foreign countries where they operate. In fact,
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