Chapter 1: Strategic Human Resource Management

HOW TO LOOK AT ORGANIZATIONS 
· As a Machine, where all its parts are clearly defined. The most important is the organizational structure; classic examples are the theories of bureaucracy and scientific administration.
· As a Living Organism, with a process of growing, maintenance, decrease and death. As a Culture, a cultural phenomenon that is socially built and understood as shared
· As a political system, because it is defined by authority, power, relationships between superior and subordinate and conflicts of interest.

· [bookmark: _GoBack]Globalization: The process of interconnecting the world of persons from the position of their relation with culture, economy, politics, technology and environment
· Multinational Corporations: Organizations maintaining various operations in the whole world, having their headquarters centralized in one country

WHAT IS HRM?
· The way organizations manage people to create their objectives, the innovations and the accomplishments for which organizations are praised. People are resources and without them organizations would not exist.

· Organizations bring people together in a coordinated manner to accomplish goals or objectives that could otherwise not be accomplished by a single individual 

· Why Study HRM? 
· People (human resources) are the essential resource of all organizations
· These human resources create organizational innovations and accomplishments
· Organizational success depends upon careful attention to human resources

· Organizational goals: an organization’s short and long-term goals that human resource management aims to support and enable 
· HRM is the leadership and management of people within an organization using systems, methods, processes, and procedures that enable employees to optimize their contribution to the organization and its goals
· Supports and enables organizations to:
· Meet short and long-term economic, social, and environmental goals
· Employee goals: goals to assist employees to achieve personal goals that will enhance their contribution to the organization  if they are ignored in the system, worker performance may decline or employees may leave the organization 

· The field of HRM focuses on what managers – especially human resource specialists – do and what they should do as it relates to human resource systems, these systems create value by facilitating and enabling employees to achieve their goals 

· What has influenced the HR Department? 
· Reengineering
· Reduction of growth personnel 
· Outsourcing 
· Startegic planning 
· Budget cute companies had to face in the next years will caused a lot of pressure on the HR departments 

CHALLENGES: TECHNOLOGICAL 
· Computerization
· Impacts all aspects of work and life 
· Process and provide large amounts of data 
· Flexibility e.g. telecommuting 
· New competencies needed 
· Automation
· Potential benefits include speed, better customer service, flexibility in operations
· May use robots for hazardous or boring jobs

CHALLENGES: ECONOMIC
· Global Trade Challenge
· Jobs and prosperity depend upon international trade 
· Canada ranked ninth most competitive nation 
· Challenge of Productivity Improvement
· Productivity is the ratio of outputs to inputs 
· Canada faces gap with U.S. 
· Requires strategic thinking and creative responses 

CHALLENGES: DEMOGRAPHIC TRENDS 
1. Shift toward knowledge workers
2. Educational attainment of workers
3. Employment of older workers
4. More part-time, contract and contingent workers
5. Increasing number of women in the workforce


COMPETENCIES REQUIRED OF HR DEPARTMENT TO BECOME A FULL STRATEGIC PARTNER 
1. Leadership
2. Knowledge of the business
3. HR strategic thinking
4. Process skills
5. HR technologies 

HRM  SMALL ORGANIZATION 
· A separate HR department:
· Emerges when HR activities become a burden to other departments
· Emerges as a small department or an individual reporting to a middle manager
· Duties typically include:  
· Maintaining employee records 
· Recruiting

HRM  LARGE ORGANIZATION 
· HR department usually grows in impact and complexity
· Specialists are added: 
· Employment
· Compensation 
· Training etc.
· Head of HR department may be signified by “Vice President” title

WORK FLOWS
· Refer to the ways tasks are organized to meet production or service goals towards:
· Efficiency or innovation 
· Control or Flexibility 
· Explicit Job descriptions 
· Detailed work planning

STAFFING 
· Staffing Encompasses the HR activities designed to secure the right employees at the right place at the right time (Recruiting, Selecting, and Socializing employees).
· Promoting from within (internal recruitment)
· Empowering immediate supervisors to make hiring decisions versus centralizing these decisions in the HR department
· Emphasizing a good fit between the applicant and the firm.




EMPLOYEE SEPARATIONS 
· Use of voluntary inducements (such as early retirement packages)
· Imposing a hiring freeze to avoid laying off current employees.
· Providing continuing support to terminated employees.
· Making commitment to rehire terminated employees if conditions improve.

PERFORMANCE APPRAISAL
· Managers assess how well employees are carrying out their assigned duties.
· Developing an appraisal system that is customized to the needs of various employee groups.
· Using the appraisal data as a developmental tool to help employees improve their performance.
· Designing an appraisal system with multiple objectives.

TRAINING AND CAREER DEVELOPMENT 
· Training and Career Development activities are designed to help an organization meet its skill requirements.
· Choosing to provide training to individuals from diverse areas of the firm
· Deciding whether to do it on the job or external.
· Choosing whether to emphasize job-specific training or generic training.

COMPENSATION 
· Compensation is the payment that employees receive in exchange for their labor. The strategic HR choices related to pay are:
· Providing employees with a fixed salary and benefits package that changes little from year to year.
· Paying employees on the basis on the job they hold versus paying them for their individual contributions to the firm.
· Rewarding employees for the time they have spent or rewarding them for performance.
· Centralizing pay decisions in a single location or empowering the supervisor or work team to make pay decisions.

EMPLOYEE RIGHTS 
· Employee rights concern the relationship between the organization and individual employees.
· Emphasizing discipline as the mechanism for controlling employee behavior versus proactively encouraging appropriate behavior in the first place
· Developing policies that emphasize protecting the employees’ interests
· Relying on informal ethical standards or developing explicit standards and procedures to enforce those standards.


EMPLOYEE AND LABOUR RELATIONS 
· Refer to the interaction between workers and management.
· Relying on “top-down” communication channels from managers to subordinates versus encouraging “bottom-up” feedback from employees to managers.
· Actively training to avoid or suppress union-organizing activity or accepting unions as representatives of employees interests
· Adopting an adversarial approach to dealing with employees

INTERNATIONAL MANAGEMENT
· Firms that operate outside domestic boundaries face a set of strategic HR options regarding how to manage human resources on global basis.
· Creating a common company culture to reduce inter-country cultural differences or allowing foreign subsidiaries to adapt to the local culture.
· Sending expatriates abroad to mange foreign subsidiaries or hiring local people to manage them.
· Establishing company policies that must be followed in all subsidiaries or decentralizing policy formulation.

OUTSOURCING 
· Contract out tasks to outside agencies this enables organizations to reduce the number of workers on permanent payroll such as:
· Recruitment (Headhunters or specialized companies) 
· Wage and salary administration 
· Legal work, 
· Transportation, 
· Information systems management, 
· Cleaning etc. 

CHALLENGES FOR THE HR DEPARTMENTS
1. Organizational Culture
· Impact in Work Related Attitudes
· Changes in employee expectations
· Demand for ethical conduct of business
· Impact Ethnic Diversity
· Cultural mosaic
· Impact in Attitudes Toward the Near Future
· Government has slowly fallen out of favor with many Canadians 
· Economic situation 


What to do?  
· Strengthen the importance of H.R. Management as being part of the strategy. Creating structures and HR Choices for the successful application of the organizational strategies


2. Challenges for the HR Managers in the near Future:
· Big growth in the number of HR Managers Sample competencies:
· Business Mastery, Mastery of HRM Tools, Change Mastery, Personal Credibility
·  CCHRA has arrived at a set of required professional capabilities 
· CHRP (Certified Human Resources Professional) designation

What to do?  
· The H.R. management has to become an expert in organizing and realizing its tasks offering administrative efficiency that guarantees cost reductions and maintains quality standards.


FORECASTING HUMAN RESOURCE NEEDS 
1. Expert Forecasts
· Informal and instant decisions: Manager believes the workload justifies another employee 
· Formal expert surveys: Planners survey managers – May use questionnaires or focused discussions e.g. nominal group techniques 
· Delphi technique: Solicits estimates from a group of experts, (usually managers) until convergence in opinions occurs
2. Trend Projection Forecasts
· Extrapolation – Extending past rates of change into the future
· Indexation: Matching employment growth with an index eg. ratio of production employee to sales
3.  Other Forecasting Methods
· Budget and Planning Analysis: Organizations that need human resource planning generally have detailed budgets and long-range plans
· New-Venture analysis – Making comparisons to firms with similar operations
· Computer-based Simulation Models: More sophisticated forecasting approaches involving computer and computer models

STRATEGIC HRM 
· What to take into consideration when a strategic plan? 
1. Perception of the People: “The process of interpreting the messages of our senses to provide order and meaning to the environment”. (Johns, 2008) 

2. Attitude of the Consumers and Employees: 
BELIEF + VALUE = ATTITUDE BEHAVIOUR

· Strategic human resource management: integrating human resource management strategies and systems to support the organization’s overall mission, strategies, and success while meeting needs of employees and other stakeholders 
· Linked to the strategic needs of an organization, strategies are formulated at 3 levels: 
· Corporate (entire organization), business (major activity), & functional (managers of different activities) levels
· HR strategies and tactics must be mutually consistent
· HR strategies need to be consistent with organizational priorities
· Human Resource Planning: systematically forecasts an organization’s future demand for and supply of employees and matches supply with demand. There are two main HR strategies: reactive or proactive



PROACTIVE HRM 
· Proactive
· Decision-makers anticipate problems and likely challenges and take action before a problem exists. Human resource management approach wherein decisions makers anticipate problems or challenges and likely challenges and take action before it impacts the organization 
· Ex strategy of attracting talent from non-traditional labour pools 

· Reactive
· Decision-makers respond to problems rather than anticipate them


UNDERSTANDING THE STRATEGIC HUMAN RESOURCE MANAGEMENT PROCESS 

1. Steps in Strategic HRM Analysis 
2. Environmental Analysis 
3. Organizational Mission &Goals Analysis 
4. Analysis of Organizational Strengths & Culture 
5. Analysis of Organizational Strategies 
6. Choice & Implementation of HR Strategies 
7. Review & Evaluation of HR Strategies 

· Steps for Strategic Planning 
1. Collect information about the environment as well as about the company in order to facilitate the discovering of the best future competitive way of the company
2. Find the best possible relation between the tendencies being perceived in the environment and the potential of the company


STEPS IN STRATEGIC HRM 
STEP 1: ENVORONMENTAL SCAN 
· Economic forces: economic factors facing Canadian business today, including global trade forces and the fore to increase one’s own competitiveness and productivity levels 
· Continuous monitoring of economic, technological, demographic, and cultural forces
· Noting changes in governmental policies, legislation, and statements
· Includes the following economic forces:
· Economic cycles, global trade, productivity improvement, global competitiveness


ECONOMIC FORCES: ECONOMIC CYCLES 
· Canadian economy goes through boom and bust cycles
· Often linked to other economies
· During recessionary periods, HR faces challenges
· Layoffs, wage concessions, lower morale
· During boom cycles, HR must consider
· How to recruit and develop talent

ECONOMIC FORCES: GLOBAL TRADE 
· International trade has always been a crucial issue
· Canada ranks high among exporting nations
· Canadian jobs and economic prosperity depend upon international trade
· Exports of goods and services account for 31% of Canada’s GDP

ECONOMIC FORCES: PRODUCTIVITY IMPORVEMENT 
· Productivity: ratio of an organization’s outputs  (goods and services) to its inputs (people, capital, materials, energy) 
· Productivity improvement is essential for long-term success
· Managers can reduce costs, save scarce resources, and enhance profits. Improved profits allow an organization to provide better pay, benefits, and working conditions  higher quality of work life for employees (indirectly) 
· HR professionals contribute to improved productivity
· To meet productivity ratios, HR must use:
· Outsourcing, outplacement, part-time workers, etc.

PRODUCTIVITY = OUTPUTS/INPTUS 

ECONOMIC FORCES: GLOBAL COMPETITVENESS 
· U.S. productivity levels outpace Canada
· Canada’s ability to innovate and create wealth has not kept pace with other countries
· Canada ranked ninth
· Canada holds only 2% of the world’s patents
· U.S. and Japan hold 60%

TECHNOLOGICAL FORCES: FLEXIBLE WORK DESIGN 
· Unprecedented degree of technology
· Changed the way we work, play, study, and entertain ourselves
· Access to information has affected the way organizations conduct business
· Technology has brought flexibility
· When and where work is carried out e.g. telecommuting
· 2003-2007 for Ontario employers + $1 billion MSD 
· Costs (overtime, equipment modification, administration (consultant), retraining and lost productivity) 

TECHNOLOGICAL FORCES: INFORMATION SHARING AND KNOWLEDGE MANAGEMENT 
· Knowledge management
· Process of capturing organizational knowledge and making it available for sharing and building new knowledge
· Information management systems store integrated information
· Internet has a profound impact on HR activities
· E.g. social networking sites, video-sharing, etc.
· Social networking needs to be used not only for personal matters but to help organizations 
· Do we monitor? Is it healthy? 

TECHNOLOGICAL FORCES: AUTOMATION 
· Automation: the automatically controlled operation of a process, system, or equipment by mechanical or electronic devices 
· Organizations automate to:
· Increase speed
· Provide better service to customers
· Increase predictability in operations
· Achieve higher standards of quality
· Increase flexibility
· Provides better service to customers through increased predictability and reliability in operations and higher standards of quality in production 
· The time, cost, and effort involved in changing setups are minimal 
· May use robots to replace boring or hazardous jobs
· EX. MINING USED TO BE CONSIDERED A GOOD ENTRY-LEVEL JOB BUT NOW WE HAVE MACHINES 

DEMOGRAPHIC FORCES: GENDER BALANCE IN THE WORKPLACE 
· Demographic changes: changes in the demographics of the labour force (e.g, education levels, age levels, participation rates) that occur slowly and are usually known in advance 
· Nearly 48% of the workforce are women 
· Women accounted for 70% of employment growth in the last 20 years
· Raises importance of:
· Child care
· Work-family balance
· Dual career families
· Employment equity

DEMOGRAPHIC FORCES: SHIFT TOWARD KNOWLEDGE WORKERS 
· Shift from employment in primary and extractive industries to service, technical, and professional jobs
· Nearly 78% of the total labour force is employed in service-producing industries
· Information workers & non-information workers
· Knowledge workers have been the fastest growing type of workers
· Knowledge workers: members of occupations generating, processing, analyzing, or synthesizing ideas and information (like scientists and management consultants) 
· Need to attract, retain and retrain	

DEMOGRAPHIC FORCES: EDUCATIONAL ATTAINMENT OF WORKERS 
· Educational attainment: the highest educational level attained by an individual worker, employee group, or population 
· Primary and secondary education systems play a key role in generating the new supply of skills needed by out post-industrial society 
· Over 5 million Canadians 16 and over fall in lowest levels of education 
· Not only do low literacy rates reduce the overall productivity levels in our industries, they may also be a major contributor to safety violations and accidents 

DEMOGRAPHIC FORCES: AGING POPULATION 
· Average age of the workforce is increasing
· Impending “old age crisis”: refers to the social (health care) and organizational (new workplace ergonomics) challenges caused by aging population 
· An increasingly hectic scramble for jobs may be one consequence  because of the fear of post-retirement poverty 
· Aging population
· Pressure for:
· Expanded retirement benefits
· Variable work schedules
· Coordination of benefits
· Retraining programs

DEMOGRAPHIC FORCES: GENERATIONAL SHIFT 
· Baby Boomers, Generation X, and Generation Y are qualitatively different workers
· Differences within groups may be wider than differences between groups
· Need to understand that people have different expectations from their workplaces

CULTURAL FORCES 
· Cultural forces: challenges facing a firm’s decision makers because of cultural differences among employees or changes in core cultural or social values occurring at the largest societal level 
· Diversity
· Canadian society is a cultural mosaic: Canadian ideal of encouraging each ethnic, racial, and social group to maintain its own cultural heritage, forming a national mosaic of different cultures 
· Economic immigrants have often acted as engines of economic growth in this country, while immigrants from non-traditional sources such as Hong Kong, Vietnam, India, Sri Lanka, and the Philippines have added to the cultural diversity and richness of this country 
· Canada encourages maintaining unique culture and heritage vs. U.S. “melting pot”


· Ethics
· Ethical conduct of business is becoming an increasingly important issue
· Managers should understand ethical perspectives and consider ethical implications
· Canadian firms are instituting a code of ethics or code of conduct for they employees 

STEP 2: ORGANIZATIONAL MISSION AND GOALS ANALYSIS 


Goals: They define the crucial areas where strategic results are expected and define the expectations
Being defined, goals are not measurable, but nonetheless they may contain factors that are measurable as objectives
Together with the mission and the strategic planning they determine which objectives have to be chosen
· Types of Objectives: Innovative, problem solutions, regular/routine 
· Declaration of measurable results
· Linkages between objectives provide the base for operative planning and budgeting
· Four main characteristics:
a) Specifying only one measurable result
b) Specifying a certain date or period of time for achievement
c) Being realistic and achievable, but representing a real challenge
d) The verb in infinitive
· The organization’s overall mission and goals guide the human resources needed to fulfil the mission and goals
· Goals such as productivity, organizational growth, employee satisfaction, efficiency, and ability to adapt will help to identify HR strategies
· Mission statement: statement outlining the purpose, long-term objectives, and activities the organization will pursue and the course of the future “who we are, what we do, and where we are headed” 

STEP 3: ANALYSIS OF ORGANIZATIONAL CHARACTER AND CULTURE 
· Human resource strategies should be formulated only after a careful look at the organization’s character
· Organization character: the product of all of an organization’s features - Employees, objectives, technology, size, age, unions, policies, successes, failures
· Character reflects the past and shapes the future
· Each organization has a unique culture
· Organizational culture: he core beliefs and assumptions that are widely shared by all organizational members 

· Top Down 
· Seniority-based pay 
· Ranked-based party 
· Top down communicate 

· Flat/Legalitarian 
· Results oriented pay 
· Up and down communication 

STEP 4: ANALYSIS OF ORGANIZATION STRATEGIES 
· Cost Leadership strategy
· Aims to gain competitive advantage through lower costs of operations and lower prices for products, e.g. seek efficiency and use tight controls


· Differentiation strategy
· Focuses on creating a distinctive or unique product or service e.g. innovative design
· Focus strategy
· Concentrates on segment of the market. Gain competitive advantage by focusing on the needs of a specific segment of the total market 

STEP 5: CHOICE AND IMPLEMENTATION OF HR STRATEGIES 
· There should be a clear line of sight between HR strategy and corporate goals
· Strategic choice and implementation involves identifying, securing, organizaing, and directing the use of resources both within and outside the organization 
· HR must continuously focus on 5 groups of activities:
· Planning Human Resources  enables the determination of demand and supply of various types of human resources within the firm 
· Attracting Human Resources  recruitment 
· Placing, Developing, & Evaluating Human Resources  new employees need to be oriented to the organization’s policies and procedures and placed in their new job positions. Performance appraisals give employees feedback on heir performance and can help HR identify future training needs 
· Motivating Employees  if employees perform acceptably, they must receive compensation, some benefits are required, some are voluntary 
· Maintaining High Performance  
· PAGE 21 EXAMPLE: As a strategy they choose to increase service, they’re going to train employees on interpersonal service 

STEP 6: REVIEW AND EVALUATION OF HUMAN RESOURCE STRATEGIES 
· Strategies should be examined periodically in consideration of changing factors e.g. technology, environment, etc.
· HR Audit
· Holistic examination of the HR policies, practices, and systems of a firm. An examination of the human resource policies, practices, and systems of a firm (or division) to eliminate deficiencies and improve ways to achieve goals 
· HR departments must focus on looking to the future i.e. proactive
· HR work carries many legal implications for the employer, failure to comply with equal employment or safety laws may lead to lawsuits 
· “people costs” are significant. Pay and benefits. Improper compensation plans can be costly 
· The department’s activities help shape an organization’s productivity and its employees’ quality of work life 
· The critical resource in many organizations today is not critical, but rather, information, knowledge and expertise 

 
ORGANIZATION OF HR 
· The process of getting others to share work is called delegation  requires the manager to assign duties, grant authority, and create a sense of responsibility 
· HR Department in a small organization
· Separate HR department emerges when HR activities becomes a burden
· Often emerges as a small department or individual reporting to a middle-level manager
· Large HR Department
· As the organization grows, the HR department usually grows in impact/complexity
· Specialists are added
· Vice President title

THE SERVICE ROLE OF THE HR DEPARTMENT 
· Staff authority
· HR departments are service departments
· Authority to advise, not direct other
· Line authority
· Possessed by managers of operating departments i.e. authority to make decisions about production, performance, and people 
· Functional authority
· HR department may be provided authority to make decisions e.g. deciding type of benefits
· Authority that allows staff experts to make decisions and take actions normally reserved for line managers 

TODAY’S HR PROFESSIONAL 
· Enormous growth in the number of HR managers
· HR had been slow to evolve into a profession
· Competencies for HR Managers:
· Mastery of HRM Tools, Change Mastery, Personal Credibility
· CCHRA is a collaborative effort of HR associations
· Coordinates national designation - CHRP
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