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Chapter 1

Strategic human resource management
In-chapter Questions

Newsbreak

Mars and Venus in closer orbit

The Newsbreak outlines some of the shifts that have taken place in organisation HR over the past few decades. What further shifts do you think might occur over the coming years? Consider the increasing role that technology plays in contemporary workplaces.

Casualisation of the workforce, globalisation and technology will have big impacts on the HR function in the coming years. Casualisation will mean less job security for employees, and change the motivation approaches used by HR managers. Globalisation changes the Training and Development requirements for employees, but also opens up career development (T&D) opportunities. Technology will also impact on the T&D requirements, but will also impact on job gesign and lead to more flexible workplaces. 

End of Chapter Questions

Review questions

1. One of the aims of HRM is to give an organisation a competitive edge.’ Do you agree or disagree with this statement? Explain your reasoning.
Whilst a competitive edge may be an outcome of properly design HRM policies and practices, is it really an aim? It could be argued that HRM is focused on the effective management of people within an organisation, and makes use of various function and activities to achieve this. Developing a competitive edge would then simply be a bi-product of HRM. On the other hand if gaining a competitive edge is clearly specified as an objective of the business strategy it could be argued that the role of HRM is to work towards achieving this. Therefore, all HRM practices, policies and activities should be designed with this aim in mind.

2. ‘All managers are HR managers.’ Do you agree or disagree with this statement? Why?

Increasingly, the management of the employment relationship is something that all managers must take responsibility for. There is a strong argument to be put that the ideal scenario is for organisations to have only one or two people in a dedicated HRM position, and that all HRM functions be conducted by line managers. The growing trend for outsourcing many of the HR functions will make it more important for managers at all levels to adopt some aspects of the HR manager role. Generally, there must be agreement with the statement above.
3. ‘This decade, most organisations will be differentiated by talent, not technology.’ Do you agree or disagree with this statement? Explain your reasoning.

Students should argue that most organisations will be differentiated by talent based on the premise that people are an organisation’s most important asset, especially in a services-based economy. Students might also argue that technology is of little use if adequate talent is not available to capitalise on it. 
4. What is a whistleblower? What role does HR have to play in protecting whistleblowers?

A whistleblower is an employee who exposes the misdeeds of others in the organisation. HR need to ensure that not only legal protection is provided, but also that the culture of the organisation supports people who reports the misdeeds of others.  Up to 90 per cent of Australian and US whistleblowers suffer reprisals from fellow employees, so the role of HR is important in ensuring whistleblowers are protected. 

5. What is HRM? What is its importance to an organisation? To employees?

HRM involves the productive use of people in achieving the organisation’s strategic business objectives and the satisfaction of individual employee needs. Such an undertaking incorporates a range of different activities designed and tailored to the acquisition, development, reward, maintenance and departure needs of the organisation and its employees. An outline of the main HRM activities is provided in the text. 
HRM is important for the organisation because it is the means by which the organisation can ensure that it has the right people and skills available to meet the organisation’s strategic objectives. Linking HR practices and policies to the business strategy also helps to focus the attention of employees on those areas that are important for achieving the stated objectives (i.e. quality, customer service, delivery time, etc). For employees, HRM can increase their levels of satisfaction, motivation and commitment to the organisation through the design of various activities and policies. HRM activities pay attention to the needs and desires of employees as well as the organisation. For example, the provision of different training opportunities fulfils the needs of the organisation in terms of different or improved skills, but also meets the needs of the employees in terms of development opportunities, access to promotion, interest and challenge, and keeping skills marketable.
6. What do you see as the most important role of the HR manager? Why?
While all of the HR roles play an important part in the overall functioning of the business, it is generally believed that the strategic role is taking on more importance to ensure that there is an alignment between the organisational business objectives and the employees of the organisation. The strategic role helps link activities undertaken within the organisation with business objectives. 

7. Describe the major types of HRM activities. Which is the most important? Why?

HRM involves the acquisition, development, reward and motivation, maintenance and departure of an organisation’s human resources. To achieve this successfully, HRM must do all of the following:
· Job analysis

· Human resource planning

· Employee recruitment

· Employee selection

· Performance appraisal

· Human resource development

· Career planning and development

· Employee motivation

· Compensation

· Benefits

· Employee relations (also called industrial relations)

· Health and safety programs

· Manage diversity

Opinions on which of these activities is the most important will vary, and may depend on a variety of perspectives. Issues such as views about management, amount of work experience, understanding of HRM activities and roles, previous experiences, and so on, may influence student opinion.

8. What is organisational culture? What is its relationship to corporate strategy? What is its significance for HRM?

An organisation’s psychological and social climate forms its culture. The culture represents the values, beliefs, assumptions and symbols that define the way in which the organisation conducts its business. It tells employees how things are done, what is important and what kind of behaviour is rewarded. It impacts on employee behaviour, productivity and expectations. Finally, it distinguishes the organisation from other organisations. Although there is no one ‘best’ culture, there is a clear link between organisation culture and organisation effectiveness. Organisations with strong positive cultures, for example, have a much better chance of success than those with weak or negative cultures.

It is important for management to foster a culture that promotes the achievement of the organisation’s objectives. Campbell’s Soups strategic intent is to ‘beat the competition ... winning is what we are all about’. This is articulated by the Australian born CEO of Campbell’s: ‘If you don’t want to compete, if you don’t like stretching, if you won’t confront change and competition, I really don’t think you are right for the company.’ By employing ‘like-minded’ people, Campbell’s is attempting to build its culture by strategic selection. Companies such as IBM, Proctor and Gamble and Westfield also assess job applicants more in terms of how well they fit the culture than for their job-related skills. These firms expend a great deal of effort in selecting new employees, typically including both workers and managers in the screening process.
Similarly, an increasing number of firms are also shaping their organisation’s culture through employee orientation and training programs. McDonald’s for example, trains all of its new employees in the dominant values of ‘quality, service, cleanliness and value’. Finally, organisations can use reward systems to shape their cultures. Employees who fit the organisation’s values can be rewarded more than those who do not.

The link between organisational culture and HRM is clear. HRM activities contribute to the development of an organisation’s culture and provide it with a competitive edge by stimulating and reinforcing the specific behaviours needed to achieve the organisation’s objectives. For example, Hewlett-Packard’s core values, emphasising a belief in people, respect and dignity, recognition and performance, demonstrably influence its HRM objectives and strategies and make it one of the most successful companies in the USA. In contrast, the big four Australian banks (Westpac, National Australia, ANZ and Commonwealth) have cultures which are low on warmth, high on authority and low on team-work, employee commitment and concern for performance. The performance of average employees, suggests Kabanoff, is not a key concern of top management and consequently is not regarded as a significant factor contributing to overall performance.

9. How would HR strategy differ if an organisation changed from (a) a global strategy to a transnational strategy and (b) a growth strategy to a retrenchment strategy?

a) Students’ answers will vary, but students should focus their responses on HR devolving from a centralised HR function (under a global strategy) in which most decisions are made by head office to a more decentralised HR function (under a transnational strategy) in which more HR decisions are made at the subsidiary level but coordinated through an IT-based knowledge transfer system.

b) Students’ answers will vary, but they should focus their responses on the organisation moving from a strategy of growing the business through either internally generated growth or through acquisitions, mergers or joint ventures to one of cost-cutting, downsizing and reengineering.

10. What do you think will be the two most significant challenges facing HR managers in the next five years? Explain your answer.

The main challenges for HRM are in relation to its strategic partner role. The text identifies three main challenges that will face HR managers:

· the need to show management how to increase profitability through improved employee productivity by means of increased employee commitment, trust and perceptions of fairness;
· the need to be the employees’ voice at the management table; and
· the need to demonstrate professional competence in HR activities such as compensation and benefits. 

Other challenges relate to the increasing competition for skilled employees, largely driven by Globalisation, how to keep casual employees motivated and productive and the need to be constantly aware of technology advances and what these mean for the organisation and employees. 

Environmental influences

Identify and discuss the key environmental influences from the model (Figure 1.20) that have significance for HRM.
Figure 1.20 provides an insight into the impact of the external environment on the HRM function in organisations. The HR manager must identify those external influences that will impact on the organisation and the management of its human resources. Some of the major influences existing outside of the organisation include:

· Political. Political ideologies regarding human resources can range from an interventionist approach — where government regulation of HRM is comprehensive — to one of minimal involvement. Specifically, political attitudes toward business, unions, management rights, strikes, secondary boycotts and enterprise bargaining can differ markedly — federally, from state to state and internationally. Union relations with Coalition governments, for example, are less close than the business sector’s relationship with that government, whereas union–government relations are distinctly closer in jurisdictions ruled by Labor governments.

· Legal. Laws and regulations regarding hours of work, holidays, equal employment, affirmative action, sexual harassment, workers’ compensation, health and safety, fringe benefits and terminations clearly impact on HRM. EEO, for example, has seen the creation of new jobs such as sex equity expert, gender bias officer and harassment facilitator.

· Environmental. Government and community concern regarding environmental issues — such as energy conservation, workplace beautification and environmental pollution — directly or indirectly affects job design, employee orientation and training, health and safety, industrial relations and the image of an organisation as an employer.

· Technological. The level of technological advancement and rate of technological change affect job design, recruitment, selection, training, motivation, compensation, health and safety and industrial relations. The boom in portable PCs has changed the nature of some jobs. Sales representatives using notebook computers, for example, can now work from home and can spend more time selling instead of wasting time commuting to the office. Similarly, computer networks are eroding traditional workplace hierarchies. Networks allow junior employees to join online discussions with senior executives where they are judged more on what they say than on where they sit on the corporate ladder.

· Cultural. Historical background, ideologies, values, norms and language all influence employee views on the role of HRM, EEO, job titles and specific aspects of HR such as job tasks and duties, education, rewards and motivation and employee communications. Japanese, Australian and Filipino managers, for example, are mostly likely to support the right to strike, while the least likely managers to approve are Singaporeans, Thais and Taiwanese.

· Demographic. The nature of human resources available to the organisation in terms of numbers, geographical distribution, age, sex, literacy, skills and education levels of the population has an obvious impact on HRM. Labour shortages and the declining quality of local graduates in Hong Kong, for example, have spurred organisations to automate, dramatically increase compensation and benefits, and intensify their recruiting efforts overseas.

· Social. Changing values and attitudes towards issues such as dress, work, minorities, unions, management, social mobility, status, rewards, smoking, job security, quality of life, employee privacy, sex roles and gay rights affect every aspect of HRM. Changing values and attitudes typically create new challenges for the HR manager, for example: how to handle dual career couples in an interstate or international transfer; whether benefits coverage should be extended to the partners of gay employees; what to do about smoking in the workplace; and how to redefine the role of the individual in a diminishing job market.

· Business. The degree of competition, industry size, takeover and merger activity, industry characteristics, the nature of customers and suppliers, the nature of shareholders and levels of activism and entry into foreign markets are some of the factors which influence the acquisition, development, reward and motivation, maintenance and departure of an organisation’s human resources. Industries such as pharmaceuticals, consumer products, the media, banks, defence and telecommunications, for example, are experiencing mega mergers in response to the globalisation of the world’s economy. Says one expert, ‘The brewers that are going to survive are the ones leading the consolidation and internationalisation of the industry, not the ones following it. Foster’s and Lion Nathan can either play the game or wait to be bought.’ The Chamber of Manufacturers of NSW found that 20 per cent of firms surveyed in the clothing and footwear industry had moved their factories overseas and another 16 per cent were considering similar moves. Pacific Dunlop has warned that if its factories cannot be made export oriented, they will be closed. Barry Jackson, Managing Director of diversified manufacturing company Pacifica Group, says, ‘Our philosophy is very clear. We don’t go to Asia for cheap labour or an export base; we take proven Australian products, systems and designs that we know will work and are tested, and we relocate them into rapidly growing markets which Australia sure isn’t.’ The National Commission of Audit has found that streamlining and outsourcing public service HR activities can save up to $250 million a year. Consequently, downsizing, outsourcing, cost reduction and internationalisation are likely to remain dominant in the future business strategies of Australian organisations.

· Economic. Such factors as the level of economic activity, the unemployment rate, public versus private ownership, the level of investment, the availability of credit, the degree of centralised economic planning, the amount of debt and the level and type of taxes directly and indirectly influence recruitment, selection, compensation and benefits, industrial relations, retrenchments and labour turnover. Eight of Australia’s top export markets are now in Asia, generating demand for training in Asian languages, business cultures and cross-cultural negotiation.

· Employee (industrial) relations. Factors relating to industrial relations — such as the industrial relations climate, the degree of unionisation, the existence of industrial tribunals, employee attitudes, employee commitment, employee input and the quality of work life — affect issues such as job design, absenteeism, labour turnover, industrial disputes, employee communications and pay rates. Unions, for example, often influence HR practices, particularly in the areas of compensation, job security arrangements and working conditions.

Ethical dilemma

In the red at Oz Communications Ltd
Because this is an ethical dilemma, it would be foolhardy to propose clear-cut answers to the questions raised by this case.

1. Who do you agree with? Why?
Responses to the question will vary, but students should use this type of question as an example of formulating an answer that takes various stakeholder viewpoints and issues into account. 
2. Should companies be concerned with moral issues or only profits?

Responses to this question will vary depending on students’ views about the ethical and social responsibility obligations of all businesses, and how they treat people.

3. Which stakeholders could have an interest in this decision? Explain how you think they may react and how the company should respond.

Responses to this question will vary, but students should be able to identify key stakeholders including customers, regulators, employees, shareholders and competitors.

Case study

Jet Red's new business strategies
1. Identify the key stakeholders involved. Explain what you believe their view will be and how you would justify them (see figures 1.10 and 1.11).
Employees: Their main focus will be on job security, remuneration and benefits. They will justify their views with the concepts of previous work history and loyalty. 

Customers: They are likely to want the best possible service at the lowest cost, so are likely to support the changes. However, they are also likely to be influenced by the media coverage of any disputes, so may take the side of the employees and unions if the media portray the company as not supporting their employees. 

Trade Unions: Their focus will be on protecting the rights of their employees, and will utilise Public Relations strategies via the media to influence public and possible Government opinions. It should also be noted that the Union National Secretary also may have a separate agenda regarding his future career. 

Management: Their focus is on meeting the changing environmental demands that the company is operating in, and balance these needs with the needs of the employees. This is obviously very challenging given the facts outlined in the case study. 

General Public: Their views are likely to be influenced by the media, unless they are somehow directly involved in the situation. There is a strong correlation between the general public and the customers in their views and how they respond to the situation. 

Owners: Their primary focus is likely to be “bottom line” profits, but should also be concerned with their employee needs and their public image. 

Governments: Their focus will be balancing the support for the company, supporting employees and also ensuring that they are viewed favourably by the general public, who ultimately decide if they retain power. 

2. What HR challenges and issues are involved in this case?
The major HR challenges and issues are outlined in the case as attempting to balance the needs of the employees and satisfying the unions, with meeting strategic business objectives set by management. 

3. Identify and discuss the major environmental influences at play (see figure 1.19).
Economic influences are significant in the Case Study, as the pressure to reduce costs is discussed regularly. Political influences are also mentioned, as the company has moved from a government-owned company to competing in a competitive marketplace. Industrial relations are also an influence, as there are major negotiations between the management of the company and the unions over employee jobs and conditions. There is also the mention of technological influences in relation to advances in technology meaning less maintenance work being required. 

4. How would you describe Jet Red's existing corporate culture? How would Jet Red's new business strategies change it?
Jet Red’s existing culture would appear to be heavily influenced by the past history of being a government-owned airline operating without major competition. The proposed changes would impact on the company, with more competitive strategies required to survive in the new marketplace. This may take time to develop a new culture as existing and possibly new employees adjust to new policies and procedures. 

5. As HR manager how would you go about increasing employee engagement at Jet Red?
Communication, education and participation are the keys to increasing employee engagement at Jet Red. The HR manager appears to understand the importance of this, but some of the other managers may not see the importance of this need. 

6. What HR challenges does Jet Red face with its new business strategies focused on
(a) expansion into Asia?
(b) improving employee engagement?
(c) changing the corporate culture?
(d) improving productivity?

(e) reducing costs?

How would you as HR manager deal with them?
The starting point for all of these challenges is to ensure that all of the managers are in agreement with the future direction that the company is taking. Once this is agreed upon, the direction, policies and procedures need to be clearly stated and communicated to all key stakeholders to ensure that there is ‘buy in’ from all parties. Once this has been achieved, issues such as job design, recruitment and selection, HRD and career development, remuneration and managing diversity can all be considered in relation to the short, medium and long-term future plans of the company. Again, communication cannot be understated in this process to ensure all parties fully understand what is required by them. 
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