4. Merging, downsizing, and reengineering all can radi-
cally change the structure of an organization. Choose
one of these changes, and describe HRM’s role in
making the change succeed. If possible, apply your
discussion to an actual merger, downsizing, or re-
engineering effort that has recently occurred. (1.0 2-4)

5. When an organization decides to operate facilities
in other countries, how can HRM practices support
this change? (LO 2-5)

6. Why do organizations outsource HRM functions?
How does outsourcing affect the role of human re-
source professionals? Would you be more attracted
to the role of the HR professional in an organization
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Taking Care of People Gives Cisco Systems a Strategic Advantage

Strategic thinking about human resource management
and other services has helped Cisco Systems take care
of its people and even people beyond the organization.
At the same time, it has helped the company, which sells
computer networking hardware and services, maintain
consistent growth and profitability.
During the recent recession, sales slowed, and Cisco’s
executives sought more efficient ways to operate. Out of
- thateffort came a plan for restructuring HRM and other
- services such as purchasing and customer support. Man-
~ agement determined that these services would be deliv-
~ ered on a global scale as part of a Global Business Services
~ unit. That unit, in turn, was divided into groups focused
on delivering day-to-day services and others focused on
 strategic planning. HRM employees were divided, with
some assigned to tactics and others to strategy.
- The head of tactical HRM is Don McIAlughlmh,lsCéicgs
president of employee experience. Applying hi -
ind in mmmﬁz:iling, McLaughlin took a businesslike
. He set measurable goals for hiring, uammg,m-

o X

ustomers of those services. He measur u,ﬁﬁmﬂw,

| -communication, and work design, treating Ciscos e 3
‘community have given

the challenges of recruiting and developing talent in the
continent’s distinctive cultures. In Japan, for example,
she needed to build networks to locate talent, because it
is inappropriate to make a job search public. In China,
the issues are developing leadership skills and learning
to manage the rise of unions. Monaghan’s global per-
spective is now helping Monaghan tackle strategic is-
sues such as workforce planning.

Perhaps one of the company’s most distinctive efforts
is the Cisco Learning Network, which grew out of the
training efforts of Cisco’s education services division. The
division trains customers and partners, and it saw an on-
line network as a way to reach people around the world
with information about how to use the technology Cisco
sells. People from high school students through experi-
enced professionals join the network to take classes, study
together, and share ideas. As participation has ballooned
from 600,000 in theﬁmtymmnmmmiﬁm;&
cently, the company added information about careers,
openings, and industry trends. The data created th:
social networking and the connections t

7 2 .



ﬁ

S8 PART 1

INe Muman Racm inm -
= luman Resource Environment

Netflix Treats Workers “Like Adults”
When Patty McCord talks

agement at Netflix, she re
adults.” McCord. until
ent officer, me:

;}bnut human resource man-
fers to treating people “like
recently the company’s chief tal-
ans the company hires people who are
mature enough to take responsibility and then simply
gives them responsibility. The result, McCord insists, is
that employees live up to what is expected of them. If
not, the company feels free to find someone else. That
direct approach makes sense to the knowledge work-
ers who populate the results-oriented, dara~r;5pccting
world of information technology.

When McCord was at Netflix, she and CEO Reed
Hastings settled on five principles that would direct the
company’s approach to human resource management:

L. Hire, reward, and keep only “fully formed adults.” For
McCord and Hastings, such employees use common
sense, address problems openly, and put company in-
terests ahead of their own. People like this need not
be managed with endless policies. Rather, the com-
pany can trust them to take off time when they need
it and spend money appropriately. The employees
also are literally adults; Netflix favors hiring experi-
enced workers over recruiting at colleges.

2. Tell the truth about performance. Managers are expected
to make performance feedback part of their routine
conversations with employees. If an employee is no
longer working out, managers are supposed to let him
or her know directly, offering a good severance pack-
age to smooth a dignified path to the exit.

3. Managers are responsible for creating great teams. The
manager of each group is expected to envision what
that group should accomplish and what skills are nec-
essary. If the manager needs different skills than the
ones already on the team, the manager is supposed to
make changes. To keep workers on the team, Netflix

is open about paying salaries in line with the labor
market—what employees would be offered if they

considered leaving for a competitor.
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4. The company’s leaders must create the company culture
Netflix executives are supposed to model behaviors
such as truth-telling and treating people like adults,

. HR managers should think of themselves first as business-
people. As chief talent manager, McCord focused on
the company’s financial success and products, not on
employee morale. She assumed that if employees, a
adults, were able to make Netflix a high-performance
organization and be compensated fairly, that would
improve morale more than anything.

s

To put these principles into action, Netflix rewards high-
performing employees with fair pay and a flexible sched-
ule. Employees who do not perform up to standards are
asked to leave. Rewarding high performance, in fac,
makes it easier to allow flexibility and empowerment, be-
cause managers do not have to police every action and
decision. It also creates an environment in which employ-
ees do not assume they have a Netflix job forever. Rather,
they are responsible for doing good work and developing
the skills that continue to make them valuable to their
employer. Netflix’s approach to talent helps the company
stay agile—perhaps agile enough to withstand the shift-
ing winds of entertainment in the digital age.

Questions

1. How well suited do you think Netflix’s principles are
to managing the knowledge workers (mainly soft-
ware engineers) who work for Netflix? Explain.

2. What qualities of Netflix support the idea thatitisa
high-performance work system? What other quali-
ties would contribute to it being a high-performance
work system?

Sources: Patty McCord, “How Netflix Reinvented HR,” Harvard Busmess
Review, January-February 2014, pp. 71-6; Edward E. Lawler 11, “Netflix
We Got It Right!” Forbes, June 24, 2013, htep://www.forbes.com; Francesca
Fenzi, “Three Big Ideas to Steal from Netflix,” fnc., February 5, 2013,
http://www.inc.com; Robert J. Grossman, “Tough Love at Netflix” HR
Magazine, April 1, 2010, hetp://www.shrm.org.
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