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Human Resources in a Globally Competitive Business Environment
Part 1: Environment

To manage people effectively in today’s world of work, you must understand and appreciate the significant competitive, technological, and legal issues.  The purpose of Chapters 1 through 4 is to provide insight into these issues.  They provide both direction for and perspective on the management of human resources in the 21st century.
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Chapter 01 Learning Objectives
Questions this chapter will help managers answer are as follows:
LO 01-01: How have global flows of information and knowledge changed the ways we live and work?
LO 01-02: What people-related business issues must managers be concerned about?
LO 01-03: Which features will characterize the competitive business environment in the foreseeable future, and how might we respond to them?
LO 01-04: What people-related problems are likely to arise as a result of changes in the forms of organizations? How can we avoid these problems?
LO 01-05: What are the HR implications of our firm’s business strategy?
Key Terms
Productivity:  A measure of the output of goods and services relative to the input of labor, material, and equipment.

Quality of Work Life (QWL):  A set of objective organizational conditions and practices designed to foster quality relationships within the organization; employees’ perceptions of the degree to which the organizational environment meets the full range of human needs.

Profit:  Financial gain; the income remaining after total costs are deducted from total revenue.

Staffing:  The managerial activities of identifying work requirements within an organization; determining the numbers of people and the skills mix necessary to do the work; and recruiting, selecting, and promoting qualified candidates.
Retention:  Initiatives taken by management to keep employees from leaving, such as rewarding employees for performing their jobs effectively; ensuring harmonious working relations between employees and managers; and maintaining a safe, healthy work environment.
Development:  The managerial function of preserving and enhancing employees’ competence in their jobs by improving their knowledge, skills, abilities, and other characteristics.

Adjustment:  The managerial activities intended to maintain compliance with the organization’s human resource policies and business strategies.
Managing change:  The ongoing managerial process of enhancing the ability of an organization to anticipate and respond to developments in its external and internal environments, and to enable employees at all levels to cope with the changes.
Human Resource Management (HRM):  An overall approach to management, comprising staffing, retention, development, adjustment, and managing change.
Authority:  For managers at all levels, the organizationally granted right to influence the actions and behavior of the workers they manage.
Globalization:  The interdependence of business operations internationally; commerce without borders.
Virtual organization:  An organizational form in which teams of specialists come together through technology to work on a project, and disband when the project is finished.
Virtual workplace:  A new organizational form based on the idea of working anytime, anywhere—in real space or in cyberspace.
Restructuring:  The process of changing a company by selling or buying plants or lines of business, or by laying off employees.
Downsizing:  The planned elimination of positions or jobs in an organization.
Ethical decisions about behavior:  Concern a person’s conformity to moral standards or to the standards of conduct of a given profession or group; decisions that take into account not only a person’s own interests but also, equally, the interests of all others affected by the decisions.
Human Resource Management in Action  

Globalization at Work: Wealth, Jobs, and Worker Displacement
Globalization—the ability of any individual or company to compete, connect, exchange, or collaborate globally—is exploding.

· Global flows of commerce, finance, credit, social networks, and more are interlacing markets, media, central banks, companies, schools, communities, and individuals more tightly together than ever before.

· Trade was once largely confined to advanced economies and their large, multinational companies.

· Today, a more digital form of globalization has opened the door to developing countries, to small companies and start-ups, and to billions of individuals.

· Digital platforms for both traditional employment and freelance assignments are beginning to create more global labor markets.

· That allows companies to find the best person for a job anywhere in the world.

· These developments signal that globalization is deepening and expanding, as most of the world continues to pursue free trade.

· The World Trade Organization estimates that more than half of exports from developing countries now go to other emerging economies, up from 38 percent in two decades.

· Although global trade has reduced inequality at a worldwide level, it has played some part in increasing it at a national level.

· Whereas highly skilled workers in the industrialized world have enjoyed rising opportunities and incomes, workers with low-level skills have borne the costs, suffering joblessness, bleak opportunities, and intense competition.

· In the United States, conventional economics has long held that workers would move into new, more enriching areas of the labor market when jobs in their communities went elsewhere.

· Yet as a recent study has shown, that is not always the case.

· Bottom line: Free trade and globalization are not good for everyone. There are groups of workers that suffer because of free trade—and they often suffer for a long time.

Challenge Questions

1. What are some of the benefits of increased flows of digital information and knowledge?

Global flows of commerce, finance, credit, social networks, and more are interlacing markets, media, central banks, companies, schools, communities, and individuals more tightly together than ever before. That same connectivity is also making individuals and institutions more interdependent. It has opened the door to developing countries, to small companies and start-ups, and to billions of individuals. Millions of small and midsize enterprises worldwide have turned themselves into exporters by joining e-commerce marketplaces. Today, even the smallest firms can compete with the largest multinationals. Individuals are using global digital platforms to learn, find work, showcase their talent, and build personal networks. Digital platforms for both traditional employment and freelance assignments are beginning to create more global labor markets. That allows companies to find the best person for a job anywhere in the world. In this increasingly digital era of globalization, large companies can manage their international operations in leaner, more efficient ways. Using digital platforms and tools, they can sell into fast-growing markets while keeping virtual teams connected in real time.
2. In the United States, about 6 million manufacturing jobs disappeared in the first decade of the 21st century. What factors other than free trade and foreign competition might explain that?

In the United States, about 6 million manufacturing jobs disappeared in the first decade of the 21st century, but only 13 percent of those losses can be explained by trade. The rest were casualties of automation, including artificial intelligence, robots, and sensors that have enabled about 25 percent greater production from factory operations with roughly the same number of workers as in 2009. In short, rapid technological change, coupled with economic stagnation, has caused more job losses in middle-America than free trade.
3. What might governments do to cushion the blow from job losses?

In wealthy countries such as Germany, the Netherlands, Sweden, and Denmark, unemployment benefits, housing subsidies, and government-provided health care are far more generous than in the United States. They cushion the costs of job losses in the short term, and they provide training to give dislocated workers the skills they need to compete. In the United States, Trade Adjustment Assistance is a program designed to support workers whose jobs are casualties of overseas competition by paying for job training. Displaced workers need more intensive training to prepare them for new jobs. This is where public–private-sector partnerships can pay off if workers are trained for jobs in fields that government forecasts indicate are likely to grow in the future. If companies can devise ways for labor and management to cooperate and to share more equitably in the profits that globalization creates, then everyone will be better off.
Chapter 01 Outline
I. The Enterprise Is the People
Organizations are managed and staffed by people.  Without people, organizations cannot exist.
· Indeed, the challenge, the opportunity, and the frustration of creating and managing organizations frequently stem from the people-related problems that arise within them.

· People-related problems, in turn, frequently stem from the mistaken belief that people are all alike, that they can be treated identically.

· Like snowflakes, no two people are exactly alike, and everyone differs physically and psychologically from everyone else.

· The point is that these differences demand attention, so that each person can maximize their potential, organizations can maximize their effectiveness, and society as a whole can make the wisest use of its human resources.

This book is about managing people, the most vital of all resources, in work settings, and so we examine human resource management (HRM) issues in terms of their impact on management in general.
· Research has shown time and again that HRM practices can make an important, practical difference in terms of three key organizational outcomes:

· Productivity is a measure of the output of goods and services relative to the input of labor, capital, and equipment.

· The more productive an industry the better its competitive position because its unit costs are lower.

· Quality of work like (QWL) refers to employees’ perceptions of their physical and mental well-being at work.

· Profit refers to financial gain, the income remaining after total costs are deducted from total revenue.

· Each chapter in this book considers the impact of a different aspect of human resource management on these three broad themes.

This chapter begins by considering what human resource management is all about, how it relates to the work of the line manager, and how it relates to profits.

· Then we consider some current competitive challenges in the business environment, emphasizing the importance of business and human resources (HR) strategy—both of which have direct implications for productivity and quality of work life.
II. Managing People: A Critical Role for Every Manager
Managers are responsible for optimizing all of the resources available to them—material, capital, and human.

· When it comes to managing people, however, all managers must be concerned to some degree with the following five activities:
· Staffing comprises the activities of:
· Identifying work requirements within an organization;
· Determining the numbers of people and the skills mix necessary to do the work; and
· Recruiting, selecting, and promoting qualified candidates.
· Retention comprises the activities of:
· Rewarding employees for performing their jobs effectively;
· Ensuring harmonious working relations between employees and managers; 
· And maintaining a safe, healthy work environment.
· Development is a function whose objective is to preserve and enhance employees’ competence in their jobs through improving their knowledge, skills, abilities, and other characteristics; HR specialists use the term competencies to refer to these items.
· Adjustment comprises activities intended to maintain compliance with the organization’s HR policies (e.g., through discipline) and business strategies (e.g., cost leadership).
· Managing change is an ongoing process whose objective is to enhance the ability of an organization to anticipate and respond to developments in its external and internal environments, and to enable employees at all levels to cope with the changes.
· Whatever the case, the responsibilities for carrying out these activities are highly interrelated.

· Together, these activities constitute human resource management, HRM.
· To some, the activities of staffing, retention, development, and adjustment are the special responsibilities of the HR department.

· But these responsibilities also lie within the core of every manager’s job throughout any organization, and because line managers have authority (the organizationally granted right to influence the actions and behavior of the workers they manage), they have considerable impact on the ways workers actually behave.

· Thus, a broad objective of HRM is to optimize the usefulness (i.e., the productivity) of all workers in an organization.

· A special objective of the HR department is to help line managers manage those workers more effectively.
· Meeting the people-management challenge is a responsibility that is shared by the HR department and line managers.

· This is shown in Table 1-1 where the five HRM activities are listed and the responsibilities of line management and HR departments are listed for each activity.

· Note how line and HR managers share people-related business activities.

· Generally speaking, HR provides the technical expertise in each area, while line managers (or, in some cases, self-directed work teams) use this expertise in order to manage people effectively.

· In a small business, however, line managers are responsible for both the technical and managerial aspects of HRM.

III. Why Does Effective HRM Matter?
At a broad level, HRM is concerned with choices—choices that organizations make from a wide variety of possible policies, practices, and structures for managing employees.

· More specifically, there exists a substantial and growing body of research evidence showing a strong connection between how firms manage their people and the economic results they achieve.

· For example, a recent meta-analysis (a quantitative summary of empirical results) conceptualized HR practices as falling into one of three primary dimensions: skill-enhancing, motivation-enhancing, or opportunity-enhancing.

· Meta-analysis revealed that the three dimensions of HR systems had different effects.

· Skill-enhancing HR practices were more strongly related to human capital, whereas motivation- and opportunity-enhancing HR practices were more strongly related to employee motivation.

· Human capital and employee motivation, in turn, were strongly related to voluntary turnover and to operational outcomes, and operational outcomes were strongly related to financial outcomes.
Another study, done by accounting professors at Wharton and Stanford, used data from 153 publicly traded companies to assess the impact of several HR management practices on stock returns 12 months later.

· They found that a 10 percent increase in a measure of goal-setting activity at firms was associated with a 6 percent increase in industry-adjusted stock returns.

· In short, managers in companies that are clear with employees about work expectations and that provide honest feedback on a regular basis drive successful performance.

· Needless to say, the extent to which these practices actually will pay off depends on the skill and care with which the many HR practices available are implemented to solve real business problems and to support a firm’s operating and strategic initiatives.

HR systems have important, practical impacts on the survival and financial performance of firms, and on the productivity and quality of the work life of the people in them.

· Now that we know what HRM is, and why it matters, the next step is to understand some significant features of the competitive business environment in which HRM activities take place.

· Four such features are globalization, technology, sustainability, and demographic changes.
IV. Features of the Competitive Business Environment

A. Globalization
Globalization is the ability of any individual or company to compete, connect, exchange, or collaborate globally.

· Markets in every country have become fierce battlegrounds where both domestic and foreign competitors fight for market share.

· For example, Coca-Cola earns more than 75% of its revenues from outside the U.S.

· The world’s 500 largest companies in 2019 generated $32.7 trillion in revenues and $2.15 trillion in profits.

· Together, they employ 69.3 million people worldwide and are represented by 34 countries.

The Backlash against Globalization
Open borders have allowed new ideas and technology to flow freely around the globe, accelerating productivity growth and allowing companies to be more competitive than they have been in decades.

· Yet there is a growing fear on the part of many people that globalization benefits big companies instead of average citizens, as stagnating wages and growing job insecurity in developed countries create rising disenchantment.

· The problem, according to many experts, is that workers in the West are not equipped for today’s pace of change, in which jobs come and go and skills can quickly become redundant.

· Multinational corporations are synonymous with globalization and bear a responsibility to be good corporate citizens so globalization can continue.

Implications of Globalization for HRM
Globalization is a fact of organizational life, as countries, companies, and workers are interconnected as never before.

· Consider how the ripple effects of the coronavirus outbreak in China in 2020 affected global business and markets.

· When the virus shut down parts suppliers in China, it affected industries as diverse as airlines, automobiles, and consumer electronics—affecting supply chains around the world.

Another feature of globalization is that cheap labor and plentiful resources, combined with ease of travel and communication, have created global labor markets.

· This is fueling mobility as more companies expand abroad and people consider foreign postings as a natural part of their professional development.

· This means that competition for talent will come not only from the company down the street but also from the employer on the other side of the world.

· It will be a seller’s market, with talented individuals having many choices.

Along with these trends, expect to see three more.

· The first is increasing workforce flux as more roles are automated or outsourced and more workers are contract-based, are mobile, or work flexible hours.

· This may allow companies to leverage global resources more efficiently, but it also will increase the complexity of management’s role.

· Second, expect more diversity as workers come from a greater range of backgrounds.

· Talented people will more frequently choose their employers based on opportunities to gain international experience.
· Finally, technical skills, although mandatory, will be less defining of the successful manager than the ability to work across cultures and to build relationships with many different constituents.
B. Technology
Technology is changing the manner in which businesses create and capture value, how and where people work, and how they interact and communicate.

· Five technologies that are transforming the very foundations of global business and the organizations that drive it:

· Cloud and mobile computing

· Big data and machine learning

· Sensors and intelligent manufacturing

· Advanced robotics and drones

· Clean-energy technologies

· These technologies are not just helping people to do things better and faster but also enabling profound changes in the ways that work is done in organizations.

Information and ideas are keys to the new creative economy because every country, every company, and every individual depends increasingly on knowledge.

· History shows that technology-driven job destruction does not decrease overall employment—even while making some jobs obsolete.

· Ultimately, as workers adjust their skills and entrepreneurs create opportunities based on the new technologies, the number of jobs rebounds.

In the creative economy, the most important intellectual property is not software or music—rather, it is the intellectual capital that resides in people.

· The best that corporations can do is to create an environment that makes the best people want to stay.
· Therein lies the challenge of managing human resources.

Impact of New Technology on HRM
Technology is changing the nature of competition, work, and employment in profound ways, requiring active management.
· For example, Levi Strauss & Co. is introducing robotic software to its finance function while “upskilling” employees to spend more time on analysis.

· More generally, firms will need to consider the cost of developing and deploying automation solutions for specific tasks, the availability and cost of labor, and regulatory and social acceptance of automation.

According the McKinsey Global Institute, by 2030 as many as 30-40 percent of workers in developed countries may need to move into new occupations or upgrade their skill sets significantly.

· Skilled workers in short supply will become even scarcer.

· At the same time, senior managers have a great opportunity to collaborate with employees to create a prosperous, fulfilling future, as they work through employee transitions.

· Amazon pledged $700 million to train 100,000 employees for higher-skilled jobs.

· PricewaterhouseCoopers is upskilling all of its 50,000 employees.

· Walmart runs 201 academies where employees receive training, resulting in the promotion of 215,000 employees in 2018. 

· At a broader level, worker upskilling, reskilling, and supportive transitions will be major HR challenges in the foreseeable future.
C. Sustainability
Sustainability is often defined as the “ability to meet the needs of the present without compromising the ability of future generations to meet their needs.”

· In addition to economic considerations of growth and profit, sustainability considerations suggest that decision makers should assess social and environmental risks and opportunities when making all business decisions.

· This approach is often referred to as the “triple bottom line,” the simultaneous delivery of positive results for people, planet, and profit.

Sustainability is more than simply meeting responsibilities to society, for it also can create sustained competitive advantage.

· Indeed, research suggests that responsible approaches to social and environmental issues are likely to pay off in a number of tangible ways.
· PepsiCo focuses on three broad themes:

· Human sustainability – promote healthy food and drinks

· By 2025 it plans to reduce added sugar and fat in its products

· Talent sustainability – attract top talent for a diverse culture

· Environmental sustainability 

· By 2025 it plans to make 100 percent of its packaging recyclable and reduce waste by 50 percent.

· Other payoffs include improvements in reputation, productivity, talent acquisition, employee retention and engagement, cost effectiveness, risk avoidance or mitigation, innovation and market expansion, and access to capital.

In practice, sustainability affects an organization’s business model, structure, and processes in at least three ways.

· One, organizations consider a wider set of stakeholders when setting strategy.

· In addition to financial shareholders, other stakeholders include employees, customers, suppliers, regulators, and local communities.

· Sustainable organizations seek them out to understand their expectations, concerns, and risks relating to operations before developing a sustainability strategy.

· Two, stakeholders help with the implementation of such a strategy, as employers partner with external organizations.

· The demands of global corporate sustainability often exceed the capability of a single organization to respond.

· Three, sustainability affects corporate practices and requires greater involvement and accountability of boards of directors, and it requires business transparency, as illustrated in the growing number of organizations that issue annual sustainability reports.

Implications of Sustainability for HRM

From a people-management perspective, the challenge is to hire and develop managers who can deal with present as well as future sustainability issues facing their organizations.
· One way to encourage that is to tie executive compensation to sustainability goals and results.

· That is a powerful marker of a company’s environmental leadership, and a strong signal about company culture.

For companies serious about achieving sustainability gains, here are four key steps:

· Make a public commitment,
· The CEO should lead by example,
· Help employees understand the link between sustainable products and processes and strategic business goals, and
· Embed sustainable behaviors and processes throughout the business and offer incentives for line managers to deliver results.

The HRM function also has the potential to contribute important skills in areas such as change management and cultural stewardship.

· Practices such as values-based recruitment using employer branding informed by sustainability initiatives, helping employees and managers link performance targets to sustainability initiatives, and linking variable pay to those initiatives, accomplish two objectives.

· They support the broader business approach to sustainability and they create and deliver core HRM processes sustainably.
D. Demographic Changes and Increasing Cultural Diversity
The number as well as the mix of people available to work are changing rapidly, as illustrated in Figure 1-1.

· By 2040, the non-Hispanic white population is projected to drop below 50 percent in the U.S., with Hispanics making up more than a quarter of the population.

· The United Nations estimates that by 2060, for every 100 people of working age, there will be 30 people who are 65 or older – more than double the ratio today.

· Immigration is projected to account for 88 percent of U.S. population growth over the next 50 years, such that by 2055 there will be no majority racial or ethnic group.

Implications for HRM
These trends have two key implications for managers:
· The reduced supply of workers (at least in some fields) will make finding and keeping employees a top priority.
· The task of managing a culturally diverse workforce, of harnessing the motivation and efforts of a wide variety of workers, will present a continuing challenge to management.
· The organizations that thrive will be the ones that embrace the new demographic trends instead of fighting them.
· That will mean more women and minorities in the workforce—and the boardrooms.

· Workforce diversity is not just a competitive advantage; today it is a competitive necessity.
V. Responses of Firms to the New Competitive Realities
In today’s world of fast-moving global markets and fierce competition, trends such as the following are accelerating the shift toward new forms of organization in the 21st century:

· Old thinking: Minimize the costs of transactions by hiring in-house expertise. 
· New thinking: Create and maintain an optimal portfolio of resources inside as well as outside the organization. 

· The decline of routine work (sewing-machine operators, telephone operators, word processors) 
· Coupled with the expansion of complex jobs that require flexibility, creativity, and the ability to work well with people (managers, software-applications engineers, artists, and designers).

· Pay tied less to a person’s position or tenure in an organization and more to the market value of their skills.

· A change in the paradigm of doing business from making a product to providing a service, often by part-time or temporary employees.

· Outsourcing of activities that are not core competencies of a firm (e.g., payroll, benefits administration, relocation services).

· The redefinition of work itself: constant learning, more higher-order thinking, less nine-to-five mentality.

In response to these changes, many firms are doing one or more of the following: using nonstandard employees, restructuring (including downsizing), and building flexibility into work schedules and rules.

A. Nonstandard Employees in the “Gig” Economy
More and more workers are operating outside the traditional confines of regular, full-time employment.

· They may be “free agents” or “e-lancers” who work for themselves, or they may be employees of an organization a firm is allied with, employees of an outsourcing or temporary-help firm, or even volunteers.

· Freelancers are a growing segment of the U.S. workforce (see Figure 1-2) and by some estimates now make up 35% of the entire workforce, being even larger in some industries.

Nonstandard workers are appearing in an increasingly broad range of work.

· They may be less costly than their regular full-time counterparts, especially because they typically are not eligible for benefits.

· Nonstandard work allows the workforce to expand or contract faster when demand is volatile.

· Nonstandard work allows organizations to tailor the skill sets they need without hiring and firing full-time employees. 

Two factors combine to make nonstandard work more feasible for organizations and workers.

· The first is technology.

· Internet-based communication tools, including collaborative workspaces and the opportunity for remote monitoring by companies, make nonstandard work attractive to individuals as well as organizations.

· Second, creativity and problem-solving skills play critically important roles in production and value creation in today’s knowledge-based economy, and those can originate either inside or outside organizational boundaries.

· These factors have combined to create a virtuous circle.

At the same time, there are risks associated with nonstandard workers.

· Will they be as committed as full-timers?

· Will their rapid turnover require extensive orientation and training of new ones?

· Will they stick around long enough to develop the kind of depth of understanding of people and operations that will enable them to contribute meaningfully?

· Can work arrangements appropriately protect workers and balance worker and organizational rights and needs?

One example of a new organizational form that is evolving from these changes is the virtual organization, where teams of specialists come together to work on a project—as in the movie industry—and then disband when the project is finished.

· They are multisite, multi-organizational, and dynamic.

· More common in the information age, however, is the virtual workplace, in which employees operate remotely from each other and from managers.

· They work anytime, anywhere—in real space or in cyberspace.

· The widespread availability of e-mail, teleconferencing, collaborative software, and intranets facilitate such arrangements.

· Compelling business reasons, such as reduced real estate expenses, increased productivity, higher profits, improved customer service, access to global markets, and environmental benefits drive their implementation.

· Jobs in sales, marketing, project engineering, and consulting seem to be best suited for virtual workplaces because individuals in these jobs already work with their clients by phone or at the clients’ premises.

B. Restructuring, Including Downsizing
· Restructuring can assume a variety of forms, of which employment downsizing is probably the most common.

· Companies can restructure by selling or buying plants or lines of business by altering reporting relationships, or by laying off employees.

· Downsizing, the planned elimination of positions or jobs, has had, and will continue to have, profound effects on organizations, managers at all levels, employees, labor markets, customers, and shareholders.

· Over the past three decades, downsizing has occurred in virtually all industries and sectors of the economy, and it has affected businesses, governments, and individuals around the world.

Sometimes layoffs are necessary, as when an organization is overstaffed or if a particular business no longer fits into a firm's long-term strategy.

· In many cases, the direct and indirect costs are extremely high.

· Direct costs include items such as severance costs, as well as pension and benefits payouts.

· Indirect costs, which may be far higher, include low morale, risk-averse survivors, decreased productivity, lack of staff when the economy rebounds, loss of institutional memory, unanticipated voluntary turnover among survivors, and damage to a company’s brand as an employer of choice.

When people are fearful about their jobs, they tend to become risk averse, narrow-minded, and self-absorbed.

· These are exactly the wrong characteristics needed in tough times.

· Disengaged, fearful employees don't generally help their firms.

· The message to employers is clear: Don’t try to shrink your way to prosperity.

· Instead, the best way to prosper is to create, and innovate to grow your business.

C. Flexibility
To an employee, time is the most precious commodity, and they want the flexibility to control their own time—where, when, and how they work.

· Flexibility in schedules is the key, as organizations strive to retain talented workers.

In practice, the concept of “flexibility” reflects a broad spectrum of possible work arrangements, as Table 1-2 makes clear.

· Unfortunately, flexibility is frequently viewed by managers and employees as an exception or employee accommodation, rather than as a new and effective way of working to achieve business results.

· A face-time culture, an excessive workload, manager skepticism, customer demands, and a fear of negative career consequences are among the barriers that prevent employees from taking advantage of policies they might otherwise use and that prevent companies from realizing the full benefits that flexibility might bestow.

Three features are keys to making the business case for increased flexibility: 
· Talent management (specifically, attraction and retention); 
· Human capital outcomes (increased satisfaction and commitment, decreased stress); 
· And financial, operational, and business outcomes.

VI. Business Trends and HR Competencies
Over the past decade, organizations have become more complex, dynamic, and fast-paced.

· As a result, senior managers recognize that attracting, retaining, and managing people effectively is more important than ever.

· In fact, the results of a recent study by the Society for Human Resource Management that included input from more than 1,200 HR professionals from 33 nations, and survey responses from 32,000 participants, identified nine competencies or elements for HR success.

· The nine competencies are grouped into four broader clusters: 
· Technical (HR expertise in people, organizations, the workplace, and strategy); 
· Business (business acumen, critical evaluation, and consultation); 
· Leadership (leadership and navigation, ethical practice); and 
· Interpersonal (communication, relationship management, global and cultural effectiveness).

· The competencies and their definitions are as follows:

· Human resource expertise. The knowledge of principles, practices, and functions of effective human resource management.
· It includes expertise in people, organizations, the workplace, and strategy.
· Business acumen. The ability to understand and apply information to contribute to the organization’s strategic plan.
· Critical evaluation. The ability to interpret information to make business decisions and recommendations.
· Consultation. The ability to provide guidance to organizational stakeholders.
· Leadership and navigation. The ability to direct and contribute to initiatives and processes within the organization.
· Ethical practice. The ability to integrate core values, integrity, and accountability throughout all organizational and business practices.
· Communication. The ability to effectively exchange with stakeholders.
· Relationship management. The ability to manage interactions to provide service and to support the organization.
· Global and cultural effectiveness. The ability to value and consider the perspectives and backgrounds of all parties.
The Society for Human Resource Management (SHRM) offers HR certification of these competencies at two levels: SHRM-CP (certified professional) and SHRM-SCP (senior certified professional).

· SHRM’s assessment of these competencies through knowledge as well as situational judgment items reflects the ability to know as well as the ability to do.
VII. Human Resource Management in Action: Conclusion
VIII. Globalization at Work: Wealth, Jobs, and Worker Displacement
· Trade is how bananas, raspberries, and pineapples appear on store shelves in the dead of winter.
· Clothes, appliances, and many other goods are cheaper in Walmart stores in America because many of those products are sourced overseas.
· Yet economic stagnation in many parts of the world has fueled an antitrade backlash, from British laborers who blame trade for declining pay to former factory workers in America’s Midwest who have seen their incomes and standards of living drop over the past decade.
· At the same time, automation has grown in sophistication and reach.
· Rapid technological change, coupled with economic stagnation, has caused more job losses in middle America than free trade.
· In the past, human beings and societies adapted steadily to change, but the rate of technological change is now accelerating so fast that it has risen above the average rate at which most people can absorb all these changes.
· Workers displaced from their jobs as a result of automation, trade, or outsourcing obviously need help in adjusting their lives and careers.
· In wealthy countries such as Germany, the Netherlands, Sweden, and Denmark, unemployment benefits, housing subsidies, and government-provided health care are far more generous than in the United States.
· Displaced workers need more intensive training to prepare them for new jobs.
· This is where public–private-sector partnerships can pay off if workers are trained for jobs in fields that government forecasts indicate are likely to grow in the future.
· If companies can devise ways for labor and management to cooperate and to share more equitably in the profits that globalization creates, then everyone will be better off.
IX. Summary
People are a major component of any business, and the management of people (or human resource management, HRM) is a major part of every manager’s job. 
· It is also the specialized responsibility of the HR department. 
· In fact, we use the term strategic HRM to refer to the wisest possible use of people with respect to the strategic focus of the organization. 
· HRM involves five major areas: 
· Staffing, 
· Retention, 
· Development, 
· Adjustment, 
· And managing change. 
· Together they compose the HRM system, for they describe a network of interrelated components. 
· The HRM function is responsible for maximizing productivity, quality of work life, and profits through better management of people.
The competitive business environment of the 21st century reflects factors such as 
· An aging and changing workforce in a high-tech workplace that demands and rewards ever-increasing skill, 
· And increasing global competition in almost every sector of the economy. 
· In response, organizations are using 
· Nonstandard employees, often in virtual work arrangements, 
· Restructuring (including downsizing), 
· And building flexibility into work schedules and rules. 
· This implies a redistribution of power, greater participation by workers and nonemployees, and more teamwork. 
· The challenge of attracting, retaining, and motivating people has never been greater.
One of the most pressing demands faced today is for productivity improvement—getting more out of what is put in; doing better with what we have; and working smarter, not harder. 
· Increased productivity does not preclude a high quality of work life (QWL). 
· QWL refers to employees’ perceptions of their physical and psychological well-being at work. 
· It involves giving workers the opportunity to make decisions about their jobs, the design of their workplaces, and ensuring work–life fit. 
· Its focus is on employees and managers operating a business together. 
· HR professionals can help by demonstrating competencies in HR expertise, relationship management, consultation, leadership and navigation, communication, diversity and inclusion, ethical practice, critical evaluation, and business acumen.
Answers to Discussion Questions
1-1. What are the HRM implications of employing nonstandard workers in the “gig” economy?

Nonstandard workers may be less costly than their regular full-time counterparts, especially because they typically are not eligible for benefits. Nonstandard work allows the workforce to expand or contract faster when demand is volatile. Nonstandard work allows organizations to tailor the skill sets they need without hiring and firing full-time employees.
At the same time, there are risks associated with nonstandard workers. Will they be as committed as full-timers? Will their rapid turnover require extensive orientation and training of new ones? Will they stick around long enough to develop the kind of depth of understanding of people and operations that will enable them to contribute meaningfully? Can work arrangements appropriately protect workers and balance worker and organizational rights and needs?

1-2. How will demographic changes and increasing diversity in the workplace affect the ways that organizations manage their people?

Employers are facing a continuing shortage of skilled help. The number, as well as the mix of people available to work, is changing rapidly. These trends have two key implications for managers: (1) The reduced supply of workers (at least in some fields) will make finding and keeping employees a top priority. (2) The task of managing a culturally diverse workforce, of harnessing the motivation and efforts of a wide variety of workers, will present a continuing challenge to management. The organizations that thrive will be the ones that embrace the new demographic trends instead of fighting them. Workforce diversity is not just a competitive advantage. Today it’s a competitive necessity.

1-3. Considering everything we have discussed in this chapter, describe management styles and practices that will be effective for your country’s businesses in the next decade.

Effective management styles for the next decade will include global awareness, cultural sensitivity, environmentally responsible use of resources, and a heavy emphasis on training and development to compensate for shortages of employees’ skills and to develop their competitive advantage. There will be a strong emphasis on quality, customer satisfaction, and growth in productivity, which will be obtained through employee involvement programs and enhanced teamwork. Managers will be leaders and coaches, rather than bosses and autocrats.
1-4. What difficulties do you see in shifting from a hierarchical, departmentalized organization to a leaner, flatter one in which power is shared between workers and managers?

Reengineering business processes requires managers to create an environment and organizational culture that embraces changes. The effectiveness of such efforts depends on effective leadership and communication—both of which are people-related business processes. As with all people-related activities, this will be hard to accomplish.
Additionally, a flatter organization requires a fundamental shift in manager–employee relations. Managers must learn to share their power with employees and understand their new role as leaders, helpers, and information gatherers, rather than controllers and directors. Employees must be trained to understand business practices and to gain management and decision-making skills.
1-5. How can effective HRM contribute to improvements in productivity and quality of work life?

HR professionals play a key role in improving productivity and quality of work life. Credible activists deliver results with integrity, share information, build relationships of trust, take appropriate risks, provide candid observations, and influence others. They are admired and listened to, and they take positions and challenge assumptions. This is the heart of what it takes to be an effective HR leader. Cultural stewards recognize, articulate, and help shape company culture by facilitating change, helping employees find meaning in their work, managing work–life effectiveness, and encouraging innovation. Talent managers or organizational designers ensure accumulation of today’s and tomorrow’s talent, shape the organization, foster communication, and design the organization’s reward systems. They do this by mastering theory, research, and practice in these areas. Strategy architects know how to make the right changes happen. They execute changes in strategy and energize others to accept and embrace the changes. Business allies contribute to success by knowing how their businesses make money, who their customers are, and why customers buy the company’s products and services. They are “business literate,” for they understand the business and the way it works, the financials, and the strategic issues. Operational executors administer the day-to-day work of managing people by implementing workplace policies and advancing HR technology.
1-6. How can effective HRM contribute to sustainability?

The HRM function also has the potential to contribute important skills in areas such as change management and cultural stewardship. Embedding a sustainability strategy deeply into an organization’s culture and management practices is an ongoing challenge. Practices such as values-based recruitment using employer branding informed by sustainability initiatives, helping employees and managers link performance targets to sustainability initiatives, and linking variable pay to those initiatives accomplish two objectives. They support the broader business approach to sustainability, and they create and deliver core HRM processes sustainably.
1-7. If you could only work on three of the nine key HR competencies, what would they be, and why did you choose those three?

Students’ answers will vary. Students can choose any of the nine key HR competencies that can be grouped into four broad clusters: technical (HR expertise in people, organizations, the workplace, and strategy); business (business acumen, critical evaluation, and consultation); leadership (leadership and navigation, ethical practice); and interpersonal (communication, relationship management, global and cultural effectiveness).
1-8. The pace of developments in new technologies is becoming faster than the abilities of workers to adjust to them. What recommendations would you make to high-level policymakers in organizations and government to address this issue?

Students’ answers will vary. Organizations could provide company-wide awareness and training programs for the new technologies that are relevant to their industry. They can also motivate employees to get certifications in these technologies using incentives.
1-9. It has often been said that people don’t leave bad companies; they leave bad bosses. What can managers do to enhance employee retention?

Three HR practices are vital for employees’ retention: skill-enhancing, motivation-enhancing, and opportunity-enhancing. Skill-enhancing HR practices include comprehensive recruitment, rigorous selection, and extensive training. Motivation-enhancing HR practices include developmental performance management, competitive compensation, incentives and rewards, extensive benefits, promotion, and career development. Opportunity-enhancing HR practices empower employees to use their skills and motivation to achieve organizational objectives. They include practices such as flexible job design, work teams, employee involvement, and information sharing. Research suggests that skill-enhancing HR practices are more strongly related to human capital, whereas motivation- and opportunity-enhancing HR practices are more strongly related to employee motivation. Human capital and employee motivation, in turn, are strongly related to voluntary turnover and to operational outcomes, and operational outcomes are strongly related to financial outcomes.
1-10. How does the effective management of people provide a competitive advantage to organizations?

Organizations are managed and staffed by people. Without people, organizations cannot exist. Accounting professors at Wharton and Stanford used data from 153 publicly traded companies to assess the impact of several HR management practices on stock returns 12 months later. They found that a 10 percent increase in a measure of goal-setting activity at firms was associated with a 6 percent increase in industry-adjusted stock returns. A 6 percent stock boost also was associated with a 10 percent increase in a measure of the extent to which managers used the full spectrum of the rating scale when evaluating employees. In short, managers in companies that are clear with employees about work expectations and that provide honest feedback on a regular basis drive successful performance. Such high-performance work practices provide a number of important sources of enhanced organizational performance. People work harder because of the increased involvement and commitment that comes from having more control and say in their work. They work smarter because they are encouraged to build skills and competence. They work more responsibly because their employers place more responsibility in the hands of employees further down in the organization. Therefore, HR systems have important, practical impacts on the survival and financial performance of firms and on the productivity and quality of the work life of the people in them.
CASE 1-1: PepsiCo: “Winning with a Purpose”
A broad objective at PepsiCo is to win sustainability in the marketplace and to accelerate its top-line growth, while keeping its commitment to do good for the planet and for the communities its serves.  The company’s purpose is defined by three pillars of sustainable growth:
1. Products, helping to improve health and well-being through the products it sells. To do that, here are three of its goals for 2025: At least two-thirds of its global beverage portfolio volume will have 100 calories or fewer from added sugars per 12-oz. serving; at least three-quarters of its global food portfolio volume will not exceed 1.1 grams of saturated fat per 100 calories; and it will provide access to at least 3 billion servings of nutritious foods and beverages to underserved communities and consumers.

2. Planet, to ensure that PepsiCo’s operations don’t harm the natural environment. For example, by 2025 it plans to design 100 percent of its packaging to be recoverable or recyclable; to improve the water-use efficiency of its direct manufacturing operations by 25 percent (in addition to the 25 percent improvement it achieved from 2006 to 2016); and to replenish 100 percent of the water it consumes in its manufacturing operations within high-water-risk areas. The goal is to transform PepsiCo into a company with a net-zero impact on the environment for it believes that young people today will not patronize a company that does not have a sustainable strategy.

3. People, which attempts to create a corporate culture in which employees “not just make a living, but also have a life.” This includes a continued focus on achieving gender parity in PepsiCo's management roles and pay equity for women. Seven behaviors define the PepsiCo way of working: be consumer-centric, act as owners, focus and get things done fast, voice opinions fearlessly, raise the bar on talent and diversity, celebrate success, and act with integrity.
PepsiCo’s vision of performance with a purpose acknowledges the importance of corporate social responsibility and stakeholder strategy. The company is convinced that it has a tremendous opportunity—as well as a responsibility—to not only make a profit but to do so in a way that makes a difference in the world.
Has the approach of “performance with a purpose” impacted PepsiCo’s financial performance? PepsiCo has increased it dividends for 46 straight years.  Over the past five years, while the total return of the S&P 500 increased 65.64 percent, and Coca-Cola increased 45.49 percent, PepsiCo’s increased 76.03 percent.
Case Questions
1. One measure used to assess competitive advantage is shareholder value creation. How would you assess PepsiCo’s performance?
While the total return of the S&P 500 increased 65.64 percent over the past five years and Coca-Cola increased 45.49 in the same period; PepsiCo’s total return increased 76.03 percent, a much better return. In this case, PepsiCo took steps toward sustainability by defining three pillars of its economic growth: products, planet, and people. However, the relationship between sustainability investments and organizational performance is complex, and other factors, such as industry positioning and market structure, also affect the strength of the relationship. PepsiCo’s approach to “winning with purpose” appears to be paying off.
2. If you were to apply a triple-bottom-line approach to assessing competitive advantage, would you reach the same conclusion? Why, or why not?
The triple-bottom-line approach suggests that decision makers should assess social and environmental risks and opportunities when making all business decisions in addition to economic considerations of growth and profit. This approach ensures the simultaneous delivery of positive results for people, planet, and profit. Hence, it is often referred to as the triple-bottom-line approach.

The implementation of the triple-bottom-line approach would result in a better shareholder value than the PepsiCo’s current sustainability strategy. This is because the triple bottom line considers profit as a component of its sustainability strategy, whereas PepsiCo’s sustainability strategy does not consider it.
3. PepsiCo’s vision is to deliver top-tier financial performance over the long term by integrating sustainability into its business strategy. How might this approach apply to firms in other industries?
Students’ answers will vary, but they should include the following points. In practice, sustainability affects an organization’s business model, structure, and processes in at least three ways.
· Organizations consider a wider set of stakeholders when setting a strategy.

· Stakeholders help with the implementation of such a strategy as employers partner with external organizations.

· Sustainability affects corporate practices and requires greater involvement and accountability of boards of directors, and it requires business transparency, as illustrated in the growing number of organizations that issue annual sustainability reports.
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