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Over the past three decades, the size of the typical HR department has increased 

considerably. This increase reflects both the growth and complexity of government 

regulations and a greater awareness that HR issues are important to the achievement of 

business objectives. In recent years, the compensation of HR specialists has increased faster 

than other jobs, and for some HR jobs pay is sharply on the rise, reflecting greater 

professionalization and increasing awareness by business that a well-managed HR function 

may help the firm achieve a sustainable competitive advantage.  
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Companies compete for talent, and those that are capable of attracting, retaining, and 

motivating good employees are more likely to achieve and sustain a competitive advantage.  

■  Just a short time ago, Google Inc. was considered the ideal place to work and it was 

repeatedly chosen by Fortune in the “best companies to work for. Google used to receive 

more than 1,000 applicants for every 5 jobs available, and very few employees left the 

company once they were hired.  

Yet the situation seems to have changed almost overnight, making it much tougher for 

Google to attract and retain top talent despite the tumbling economy. Google Inc. is now 

fighting off many growing Internet firms that are poaching its staff. Last year alone, 

Facebook, Zynge, and Twitter have increased their staff an average of 80 %, and many of 

those employees migrated from Google. To help attract new recruits and preempt 

defections, all of Google’s employees (about 23,000) have been given a 10 percent raise, at 

an estimated cost of $400 million.  

■  Recently, Motorola has lost thousands of engineers, researchers, and designers to 

competitors such as Apple, Samsung, Nokia, Dell, and Sony Erickson. “Motorola has a very 

deep and wide pool of thousands of talented and experienced employees as well as strong 

succession pipeline of executives,” says the company’s senior vice president of human 

resources. Meanwhile, however, the drain continues. A group of software experts recently 

laid off by Motorola marketed themselves to Yahoo as a team, and all were quickly hired.  

Human Resource Management: The Challenges  

On a strategic level, the major HR challenges facing managers today can be divided into 

three categories:  

 environmental challenges,  

 organizational challenges, and  

 individual challenges 

 

The environmental challenges are rapid change, rise of the Internet, workforce diversity, 

economic globalization, legislation, evolving work and family roles, skill shortages, and the 

rise of the service sector.  

The organizational challenges are choosing a competitive position, decentralization, 

downsizing, organizational restructuring, the rise of self-managed work teams, the increased 

number of small businesses, organizational culture, advances in technology, and the rise of 

outsourcing.  

The individual challenges involve matching people with the organization, treating employees 

ethically and engaging in socially responsible behavior, increasing individual productivity, 

deciding whether to empower employees, taking steps to avoid brain drain, and dealing with 

issues of job insecurity.  

(Those are dealt in Section 2: Strategic Human Resource Challenges)
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SECTION 1 

 

THE HR CHALLENGE 

 Payroll  

 Compliance 

 Employee Benefits 

 Time and Attendance 

 Recruiting 

 Employee Development, 

Compensation, and Retention 

 Workflow Planning, Analysis, and 

Reporting 

Managing this vast amount of data is a 

complicated task for even the smallest 

organization. Consequently, finding ways 

to increase efficiency and lower costs has 

become a central issue in HR departments 

everywhere. Automating the 

administrative tasks associated with this 

job can help companies achieve those 

goals.  

 

Note: A common misconception is to think 
that Human Resources are an expendable 
part of your business plan, to think that HR 
expenses can be avoided without causing 
too much overall disruption or damage to 
your profit margin. It is easy to make such a 
misguided assertion but you may want to 
reconsider your perspective and think 
differently.  

In many small companies, Human 
Resources is either forgotten or poorly 
managed, costing your company time and 
money.  
 
HR involves mounts of work… 
 

 Payroll Administration 
 Auto-enrolment 
 Benefits Administration 
 Vacation, Sick Time, Expense 

Reimbursements 
 Policy and Legal Compliance 
 Employee Data and Records 

Management 
 Recruiting, Onboarding 
 Performance Management 
 Training and Development 
 Employee Relations / Employee 

Communications 
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Human Resources face countless challenges:    

 Risk Management and Regulatory Compliance  

According to a recent survey conducted by CFO Research, more than 80 % of senior finance 
executives say monitoring employment-related tax, HR and payment rule changes has 
become more time-consuming over the past two years. The survey also reveals that 73 % 
surveyed expect increasing compliance complexity to consume additional resources over the 
next two years. 
Equally most small and mid-sized businesses think that they are immune to employee 
lawsuits and litigation when in fact more than 70% of all litigation is targeted at small 
business.  This is accentuated in downturns when employee claims rise 20% over the normal 
rate.  Without the expertise to deal with the forever changing employment regulations you 
risk costly fines.  Employment regulations that are in constant flux and employee litigation 
are risks that must be managed consciously and proactively.   

The aim is:  

1.  Conserve the human and financial resources of the company assets by controlling loss 
exposures. Serve as consultative liaison to identify risks and determine appropriate 
strategies to mitigate liabilities/losses to assets. 

2.  Coordinate with employees, departments, vocational rehabilitation professionals, and 
medical providers to return disabled employees to suitable, gainful employment. 

3.  Ensure fair and equitable handling of all claims through administrative, legal, and medical 
efforts. 

4.  Work with departments and their safety committees to provide a healthy and safe 
working environment for all employees in compliance with regulations. Promote safety 
awareness and safe work habits among employees and respond timely to concerns, 
questions, or complaints about health and safety issues. 

 Payroll Processing 
 
Payroll is, and will continue to be, one of the most frequently outsourced business 

processes. With second generation business process outsourcing (BPO) providers maturing 

in their offerings, we expect payroll to become more than a repeatable and necessary 

process. Many payroll service providers are developing and implementing strategies to 

utilize payroll data to support business intelligence and decision-making. 

Generally, payroll reports to either HR or finance. The linkage with HR is critical for 

personnel data, certain payroll deductions, policy and processes, remuneration, and so on. 

Integration with finance for the general ledger, tax and accounting, and compliance with 

accounting regulations is also vital.  

Other alignment, with IT support and internal audit, is also important. This creates a very 

complex environment, and no matter where payroll reports formally, the relationships with 

these internal functions need to be established and governed.  
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 Multi-Tasking 

Most small and even mid-sized businesses end up employing a “multi-tasking approach” to 
deal with the many aspects of HR management.  This implies that somebody who is not an 
expert is trying to deal with the administrative burden of Human Resources.  The result is 
that most of the time is spent dealing with routine tasks and not working on strategic HR 
objectives.    

 Support Collective Organisational Capabilities - Training and Development 

According to CIPD, despite the growing capability of managerial and leadership skills in 
individuals, the collective ability of organisations to make use of individual skills is 
sometimes limited by misaligned organisational structures and processes. An unsupportive 
organisational environment can act as a barrier to leadership in two ways: 

• directly affecting the ability of individuals at all levels of an organisation to act as leaders 

• affecting the ability of those in managerial positions to develop and empower others, to 
enable leadership in their teams. 

In order to break the cycle of systemic deficiencies, organisations need to shift their focus 
from solely training individual leaders and managers and consider the system in which these 
individuals operate, while they continue to develop their capability. 

Through Training and Development HR promotes, and fosters individual and organizational 
effectiveness by developing and offering an array of innovative and diverse programs in 
support of the organization’s commitment to employee development, partnerships, and 
organizational enrichment. 

The aim is: 

1.  Provide quality, cost-effective training and development designed to increase individual 
and organizational productivity and enrichment. 

2.  Create, promote, and foster an organizational environment that values development, 
diversity, and growth opportunities for all employees. 

3.  Provide individuals and the organization with the tools to respond effectively to customer 
needs as well as current and future demands for service. 

4.  Provide ongoing leadership and support to the organization’s succession efforts. 

5.  Promote, support, and leverage technology resources and tools to improve and enhance 
workflow efficiency and improve customer service 

 Talent Acquisition and Retention  

One of the keys to the long term success of any company is their ability to attract, retain and 
develop their employees.  Over the course of the next twenty years millions of employees 
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will be leaving the workforce.  These demographic changes along with lifestyle changes that 
allow people to work on their own as “free agents” will create quite fierce competition for 
the talent in many fields.  

HR professionals identify an ongoing shortage of workers with advanced skills to fill openings 
in the so-called STEM fields (science, technology, engineering and mathematics). These fields 
are often characterized by “full employment” because they do not suffer from cyclical 
unemployment like other industries and often experience a dearth of qualified workers. 
Workforce analytics are essential tools.  

Changing Workforce/Strategic Talent Management – Designing and implementing 
succession and performance management programs to increase organizational capacity and 
respond to a changing workforce.  

Preparing for this change will require the delivery of targeted training programs, including 
the use of e-learning solutions where possible. Demographic shifts within geographic area, 
as well as within our existing workforce, will require appropriate marketing and 
communication strategies to attract qualified and diverse candidate pools. 

The aim is: 

1.  Establish and enhance partnerships with departments to anticipate and respond to 
changes, priorities, staffing trends, and support succession planning efforts. 

2.  Develop recruitment and selection plans with departments that are cost effective, and 
measurable. 

3.  Expand technological capabilities that streamline selection and test administration 
procedures.  

4.  Promote the organisation as an employer of choice through ongoing marketing and 
education of services and benefits. 

 Classification and Compensation  

HR provides and monitors a competitive and equitable compensation system and maintains 
a standardized classification plan that supports employee career development which 
enables the organisation to hire and retain qualified employees. 

The aim is: 

1.  Establish classification and compensation methods which promote flexible and sound 
principles and supports the organisation beliefs and values. 

2.  Ensure that classification plans and job specifications promote the career mobility of 
employees by focusing on transferable knowledge, skills, and abilities. Identify, promote, 
and encourage career paths that cross job series and department lines. 

3.  Research and recommend equitable, consistent, and competitive salaries for 
departmental positions. 
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4.  Work collaboratively with departments to plan and implement classification and 
organizational structure changes. 

5.  Eliminate artificial employment barriers by assuring that qualifications, knowledge, skills, 
and abilities required are appropriate for successful job performance. 

6.  Measure and monitor classification and compensation process completion and quality to 
ensure efficient and responsive delivery of services. 

 Workforce Diversity  

According to CIPD, HR leaders and managers today are to be embracing workforce diversity. 
Diversity comprises not just the differences in people’s demographic characteristics (gender, 
language, culture and so on) but also work styles and opinions. Although diversity has been 
shown to bring organisations clear benefits in the form of greater innovation potential and 
an improved customer experience, people management processes (for example lengthy and 
rigidly enforced behavioural frameworks) can inadvertently favour ‘sameness’ over the 
desirable level of variety in local teams and corporately. 

The aim is: 

1.  Attain and retain a workforce that reflects the diversity throughout all job categories and 
job levels. Create and foster a work environment that recognizes, appreciates, and values 
diversity. 

2.  Establish and maintain awareness and support at all levels in the organization for the 
goals of equal employment. Foster understanding and awareness of equal employment 
opportunity. 

3. Establish and maintain clear and open lines of communication to prevent and resolve 
discrimination issues and complaints in a fair and equitable manner. 

 Employee Relations 

In order to promote a high quality workforce and collaborative relationships between 
employees and management HR provides guidance, training, and recommendations on 
managing performance, conduct issues, and contract interpretation, resolves complaints at 
the lowest level, and negotiates timely and responsible agreements. 

The aim is: 

1.  Foster a work environment which values cooperation over unilateral decision-making and 
collaboration over conflict.  

2.  Work with departments to resolve all employee-employer problems at the lowest 
possible level. 

3.  Ensure that all employees are treated equitably and consistently. 

4.  Provide and maintain open lines of communication for the dissemination of information 
and early discovery and resolution of problems and issues.  
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5.  Ensure that all negotiated agreements are lawful and workable.  

6.  Provide training to supervisors and managers to assist them in developing enhanced skills 
in employee relations. 

 Wellness and Work-Life Programs 

HR bears the responsibility to promote wellness programs and employee incentive 
options as a cost-effective health and productivity management that will also yield 
important benefits to our individual workers and their families.  

HR administers benefits and work-life programs, provides benefits education and 
problem resolution to employees, retirees and family members and manages an 
wellness program to attract and retain employees, optimize health and productivity 
and promote a healthy and supportive work environment. 

The aim is: 

1.  Provide benefits administration services that meet the needs of employees, 
retirees and their families within budgeted constraints in order to enhance an 
employee’s quality of life and to help recruit and retain top employees. 

2.  Offer wellness and work-life programs that improve employee health and well-
being and promote a healthy work environment. 

 New Technologies – Social Media 

Technological changes in the workplace have streamlined HR processes and made it easier 
to access and use valuable data. But although there have made numerous aspects of 
business operations much more efficient, rapid technological advancements have 
sometimes made it difficult for businesses and individuals to keep up.   

The knowledge turnover needed to manage the complexity of new technologies has been 
speeding up exponentially, leading to a variety of challenges for many organizations and the 
HR function. Not least,  

The use of social media for recruiting and building an employer or business brand and the 
impact of its widespread use among employees are other trends HR professionals identify as 
having a key impact on the workplace and HR profession in the years ahead. Internally, the 
advent of social media has forced employers to develop policies regarding its use in the 
workplace. Though many companies are using the likes of LinkedIn, Facebook and Twitter to 
expand their brands and broaden their appeal, the increased exposure has also ramped up 
the opportunities for criticism and poor reviews from disgruntled former workers and 
unhappy consumers. An increased reliance on high-tech has also necessitated greater 
investment in cyber-security, as HR professionals are on guard against Internet fraud, 
identity theft and other tech-driven criminal actions.  

 Reduced Financial Resources - Identifying efficiencies and innovations to 
address cuts 
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Proposals to right size organizations push cost cutting to departmental and functional 
management. For most companies 35% of their operating expenses are associated with 
employee compensation and benefit programs.   With so much invested in your workforce it 
is critical to find ways to improve performance, increase efficiencies and lower total overall 
cost.   

Cost reductions create increased stress on departments and their employees. As customer 
needs for HR support services are expected to grow, requiring increased productivity gains 
through technology, as well as the adoption of other innovative solutions to meet demand is 
as must. The HR Department must be in readiness to address employee concerns about 
layoffs, mitigate increases in the number of employee complaints and claims, and expand 
organizational development/change management programs to help lessen the negative 
impact of reductions on employee morale and productivity. 

Equal Pain  

Characterized by across the board cuts, postponing initiatives 
aimed at growth and delaying technology improvements, this 
Equal Pain approach achieves short term saving at the 
expense of morale and strategic execution. GE learned this the 
hard way as many of its cuts impacted on other departments 
tied to service customers.  

Value Optimization 

This approach uses the organization’s customer value 
proposition to establish cost performance goals for capabilities 
based on value contribution. Driving cost out of capabilities 
that contribute low financial leverage and preserving or 
investing in those with higher leverage. 

Kraft Foods is a case in point at a time consumers were turning 
to organic and natural foods and vitamin and caffeine 
enhanced beverages. Kraft management confused cost cutting 
to maintain margins with cost management to sustain vitality. 

“The biggest problem I faced (in the Kraft turnaround) was that the 
cost focus had overtaken so much of our decision making. Our 
reaction was to centralize more of our functions, to take quality out 
of our products and to cut into overhead, like sales, because they 
were viewed as costs rather than capabilities. …. the most important 
thing I did as I came back was to try to get a better balance. Costs 
will continue to be a critically important focus area for us, 
particularly in the face of the challenging economic environment. 
But we need to be as focused on effectiveness as we are on 
efficiency.”  

— Irene Rosenfeld, CEO Kraft 
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 Stabilizing Pay and Benefits Costs 

The continued rise in benefits costs and the time consuming administration of plans are 
forcing clients to find ways to contain the spiraling costs.  

The HR Department, will continue to explore sustainable compensation structures, 
review and restructure existing plans in being aligned with current and anticipated 
economic conditions and operational needs.  

 Expanding Strategic Partnerships - Identifying and enhancing opportunities 
to collaborate with customers to increase organizational effectiveness.  

The HR Department will continue to broaden its service focus to include a 
consultative approach to human resource management, and not just an 
administrative approach.  

 Managing Complex Employment Laws and Issues— Identifying and 
addressing legal trends and employer-employee changes to determine 
impact to the organization 

We expect that anticipated changes to laws that expand employee rights will require 
the HR Department to respond to an increase in employee relations cases. HR has to 
be proactive in addressing employment issues by offering regular training and 
consultations with employees, supervisors, and managers and communication that is 
open and constructive.  

 Strategic Support – Metrics & Analytics 

Strategic Support provides responsive and innovative leadership, financial analyses 
and reporting, Information Technology, Human Resource Systems, and support 
services for employees, departments, partners, to promote individual and 
organizational excellence.  

The aim is: 

1.  Continue to enhance HR services through technology, ensuring resources are 
utilized efficiently. 

2.  Foster an environment that supports and integrates the organisation’s vision and 
goals into the delivery of services. 
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SECTION 2 

STRATEGIC HUMAN RESOURCE CHALLENGES 

 

Definitions: 

Human resources (HR)  

People who work in an organization. Also called personnel. 

Human resource strategy  

a firm’s deliberate use of human resources to help it gain or maintain an edge against its 

competitors in the marketplace. The grand plan or general approach an organization adopts 

to ensure that it effectively uses its people to accomplish its mission. 

It is the grand plan or general approach an organization adopts to ensure that it effectively 

uses its people to accomplish its mission.  

Human resource tactic  

a particular HR policy or program that helps to advance a firm’s strategic goal. 

 

Strategy precedes and is more important than tactics.  

With the help of the company’s human resources department, managers implement the 

chosen HR strategies - those regarding work design, staffing, performance appraisal, career 

planning, and compensation.  
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Human  Resource  Management:  More  Challenges  

RAPID CHANGE  

Organizations face a volatile environment in which change is nearly constant. If they are to 

survive and prosper, firms need to adapt to change quickly and effectively. Human resources 

are almost always at the heart of an effective response system.  

The figure below summarizes the major HR challenges facing today’s managers. Firms that 

deal with these challenges effectively are likely to outperform those that do not. These 

challenges may be categorized according to their primary focus: the environment, the 

organization, or the individual. 
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Environmental Challenges  

Environmental challenges are the forces external to the firm. They influence organizational 

performance but are largely beyond management’s control.  

Eight important environmental challenges today are rapid change,  

 the rise of the Internet,  

 workforce diversity,  

 globalization,  

 legislation,  

 evolving work and family roles,  

 skill shortages, and  

 the rise of the service sector 

Managers, therefore, need to monitor the external environment constantly for 

opportunities and threats. They must also maintain the flexibility to react quickly to 

challenges.  

Here are a few examples of how HR policies can help:  

As firms experience high pressure to become more productive and deal with very short 

product life cycles employees are working longer, harder, and faster.  

As a result, the line between home and work is blurred for many employees. To deal with 

this phenomenon, sociologist Helen Mederer of the University of Rhode Island notes that 

“companies are taking the best aspects of home and incorporating them into work.”  

A survey of 975 employers by consulting firm Hewitt Associates found that an increasing 

number of companies are providing “home at work” benefits. These include dry 

cleaner/laundry service, company store, take-home meals, concierge service, oil 

changes/autocare, hair salon, and pet care.  

According to a report in the New York Times: things like nap rooms and massage recliners 

may sound out of place to some in a working environment. But such perks can boost 

productivity when there are older workers with sore backs, or young parents with 

sometimes sleepless nights. Musical performance, too, may seem at first like an unnecessary 

distraction. But companies trying them say that they can be done simply and inexpensively, 

and that they produce better morale, increased motivation and less stress.  

■   Dealing with stress  

Rapid change and work overload can put employees under a great deal of stress. 50 % say 

they work at home at least once a week aren’t compensated for it. In other words, millions 

of employees must work at home just in order to catch up. Unless the organization develops 

support mechanisms to keep stress manageable, both the firm and employees may pay a 

heavy price. According to estimates, stress-related ailments cost companies billions a year in 
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increased absenteeism, sluggishness, and the loss of talented workers. One survey reports 

that 67 % of employees categorize their work-related stress as high.  

Many firms, including Microsoft, Sysco Food Services, Apple, IBM, General Motors, Google, 

Chrysler, Johnson & Johnson, Coors Brewing Co., CitiGroup Inc., Texas Instruments, and 

Hughes Aircraft, among others, have introduced stress-control programs in recent years.  

A more recent development is for small businesses to invest in programs that promote 

employee wellness and mental health helping workers deal with stress and unhealthy habits. 

This may be a major sacrifice for these small companies on a tight budget and facing difficult 

economic conditions but no doubt reflects a recognition that the cost of unmanaged 

employee stress, anxiety, depression, and bad habits is far higher. The National Institute of 

Mental Health estimates that approximately 222.7 million days of work are lost annually due 

to absence and impairments related to depression alone, costing employees (the majority of 

which are small firms) 51.5 billion a year.  
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Organizational Challenges  

Organizational challenges are concerns or problems internal to a firm. Effective managers 

spot organizational issues and deal with them before they become major problems. One of 

the themes of this text is proactivity: the need for firms to take action before problems get 

out of hand. This can be done only by managers who are well informed about important HR 

issues and organizational challenges.  

Competitive Position: Controlling costs ? Improving quality? Or Creating distinctive 

capabilities  

Human resources represent the single most important cost in many organizations. How 

effectively a company uses its human resources can have a dramatic effect on its ability to 

compete (or survive) in an increasingly competitive environment.  

HR policies can affect an organization’s competitive position by controlling costs, 

improving quality, and creating distinctive capabilities.  

■   Controlling costs  

A compensation system that uses innovative reward strategies to control labor costs can 

help the organization grow. Other ways to keep labor costs under control include making 

better employee selection decisions; training employees to make them more efficient and 

productive; attaining harmonious labor relations; effectively managing health and safety 

issues in the workplace; and reducing the time and resources needed to design, produce, 

and deliver quality products or services. 

■   Improving quality  

Many companies  have  implemented   total quality management (TQM)initiatives, designed 

to improve the quality of all the processes that lead to a final product or service. Continuing 

evidence shows that firms that effectively implement quality programs tend to outperform 

those that don’t.  

■   Creating distinctive capabilities  

The third way to gain a competitive advantage is to use people with distinctive capabilities 

to create unsurpassed competence in a particular area (for example, 3M’s competence in 

adhesives, Carlson Corporation’s leading presence in the travel business, and Xerox’s 

dominance of the photocopier market).  

ORGANIZATIONAL RESTRUCTURING  

Over the past two decades there has been a dramatic transformation in how firms are 

structured. Bloated organizations that had many management levels are becoming flatter as 

companies reduce the number of people between the chief executive officer (CEO) and the 

lowest-ranking employee in an effort to become more competitive. Mergers and 
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acquisitions have been going on for decades. Often mergers fail because the cultures and HR 

systems of the firms involved do not coalesce.  

A newer and rapidly growing form of inter-organizational bonding comes in the form of joint 

ventures, alliances, and collaborations among firms that remain independent, yet work 

together on specific products to spread costs and risks.  

To be successful, organizational restructuring requires effective management of human 

resources. For instance, flattening the organization requires careful examination of staffing 

demands, work flows, communication channels, training needs, and so on. Likewise, mergers 

and other forms of inter-organizational relations require the successful blending of dissimilar 

organizational structures, management practices, technical expertise, and so forth.  

DECENTRALIZATION  

Organizations commonly centralize major functions, such as HR, marketing, and production, 

in a single location that serves as the firm’s command center. Multiple layers of 

management execute orders issued at the top and employees move up the ranks over time. 

However, the traditional top-down form of organization is being replaced by 

decentralization, which transfers responsibility and decision-making authority from a central 

office to people and locations closer to the situation that demands attention. The Internet 

helps companies to decentralize even faster by improving the communication flow among 

the workforce, reducing the need to rely on the traditional organizational pyramid.  

DOWNSIZING  

Periodic reductions in a company’s workforce to improve its bottom line—often called 

downsizing—are becoming standard business practice, even among firms that were once 

legendary for their “no layoff” policies, such as IBM, Kodak, and Xerox.  

SELF-MANAGED WORK  

The traditional system in which individual employees report to a single boss (who oversees a 

group of three to seven subordinates) is being replaced in some organizations by the self-

managed team system. Employees are assigned to a group of peers and, together, they are 

responsible for a particular area or task.  

According to two experts on self-managed work teams, “Today’s competitive environment 

demands intense improvement in productivity, quality, and response time. Teams can 

deliver this improvement. Bosses can’t. . . . Just as dinosaurs once ruled the earth and later 

faded into extinction, the days of bosses may be numbered.”  

Very few rigorous scientific studies have been done on the effectiveness of self-managed 

work teams. However, case studies do suggest that many firms that use teams enjoy 

impressive payoffs. For example, company officials at General Motors’ Fitzgerald Battery 

Plant, which is organized in teams, reported cost savings of 30 to 40 % over traditionally 

organized plants.  
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At FedEx, a thousand clerical workers, divided into teams of 5 to 10 people, helped the 

company reduce service problems by 13 %.  

ORGANIZATIONAL CULTURE  

The term  organizational culture refers to the basic assumptions and beliefs shared by 

members of an organization.  

The key elements of organizational culture are:  

■   Observed behavioral regularities when people interact, such as the language used and 

the rituals surrounding deference and demeanor  

■  The  norms that evolve in working groups, such as the norm of a fair day’s work for a fair 

day’s pay  

■  The  dominant values espoused by an organization, such as product quality or low prices  

■  The  philosophy that guides an organization’s policy toward employees and customers  

■  The  rules of the game for getting along in the organization—“the ropes” that a newcomer 

must learn to become an accepted member  

■  The  feeling or climate that is conveyed in an organization by the physical layout and the 

way in which members of the organization interact with one another, customers, and 

outsiders  

Firms that make cultural adjustments to keep up with environmental changes are likely to 

outperform those whose culture is rigid and unresponsive to external jolts. Campbell’s Soup 

Co.’s problems in the 2000s are often attributed to norms and values that have not kept up 

with rapidly changing consumer tastes.  

According to Khermouch, writing in BusinessWeek,  “It’s definitely a risk-averse, control-

oriented culture. It’s all about two things: financial control and how much they can squeeze 

out of a tomato. Campbell needs to reward risk-taking, remove organizational roadblocks, 

and summon up the courage to move bold initiatives from proposal to execution quickly and 

regularly.”  

Changing an entrenched organizational culture is not easy. For example, Carleton S. Fiorina, 

an outsider with a nontechnical background, was brought into Hewlett-Packard (HP) as CEO 

in 1999 in order to overhaul the company. Yet she was fired just six years later because her 

marketing focus, aggressiveness, autocratic style, flair for public drama, and what many 

thought was an overblown ego alienated key HP employees, managers, and members of the 

board of directors.  

TECHNOLOGY 

 Although technology is changing rapidly in many areas, such as robotics, one area in 

particular is revolutionizing human resources: information technology.  
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Telematics technologies—a broad array of tools, including computers, networking 

programs, telecommunications, and fax machines—are now available and affordable to 

businesses of every size, even one-person companies. These technologies, coupled with the 

rise of the Internet, have impacted businesses in a number of ways, specifically:  

■   The rise of telecommuting technology makes information easy to store, retrieve, and 

analyze, the number of company employees working at home ( telecommuters) at least 

part-time has been increasing by 15 % annually. Because telecommuting arrangements are 

expected to continue to grow in the future, they raise many important issues, such as 

performance monitoring and career planning. A recent survey uncovered that almost half of 

off-site employees believe that people who work onsite get more recognition than those 

who work off-site. And more telecommuters than onsite employees reported that “they 

would be very likely to leave their current company if they found a similar job and 

compensation elsewhere.”  

Rather than being easy work, telecommuting makes it difficult for most telecommuters to 

draw a line between personal and work life, sometimes making these jobs very stressful.  

■  Electronic monitoring  

Many companies are using sophisticated software that monitors when, how, and why 

workers are using the Internet. According to Clares Voice, a Dallas-based messaging security 

company, “We look at every piece of mail while it is in motion.”  

E-mail messages are now used as evidence for all sorts of legal cases concerning age 

discrimination, sexual harassment, price fixing, and the like.  

 “Some 70 % of the evidence that we routinely deal with is in the form of electronic 

communication,” says Garry G. Mathiason, a senior partner at Littler Mendelson, a 

prestigious legal firm in San Francisco.  

■  Medical testing  

Genetic testing, high-tech imaging, and DNA analysis may soon be available to aid in making 

employment decisions. As noted in a report concerning the potential use of brain scans as a 

selection tool, “[i]t used to be an art to find out which job candidate would make the ideal 

manager. It may soon be cutting-edge technology.”  

Firms’ decisions about how to harness the new information (to screen applicants, to 

establish health insurance premiums, to decide who should be laid off and the like) are full 

of ethical implications. IBM seems to be on the forefront, recently announcing that it will not 

use genetic data for employment decisions. This is one area where the legal system is still far 

behind technical advances.  

■   An increase in egalitarianism  

Because information is now available both instantaneously and broadly, organizational 

structures are becoming more egalitarian, meaning that power and authority are spread 

more evenly among all employees. Groupware networks, which enable hundreds of workers 



 

22 

to share information simultaneously, can give office workers intelligence previously available 

only to their bosses.  

INTERNAL SECURITY  

Apart from background checks, HR departments are increasingly involved in beefing up 

security details by scanning employees’ eyes and fingerprints for positive identification, 

hiring armed guards to patrol facilities, identifying employees who might pose a violence 

threat, and even spotting potential spies.  

Although few would question that security checks are necessary, one concern from a human 

resource perspective is to ensure that applicants’ and employers’ rights are not violated and 

that due process is followed whenever suspected problems are identified.  

Should firms use this type of information as part of their selection process?  

According to a study conducted by a computer-based, security-service firm, Automatic Data 

Accessing, more than 40 % of résumés misrepresent education or employment history.  

DATA SECURITY 

 Numerous cases of unauthorized access to private data have been revealed during the past 

decade, in some situations leading to widespread identity fraud. According to a recent New 

York Times report, a well-financed computer underground operates from countries with 

highly skilled technicians that are subject to very little, if any, government control.  

The Privacy Rights Clearinghouse, a consumer advocacy group in San Diego, counted over 80 

major data breaches involving the personal information of more than 50 million people. In 

one case, CardSystems (a credit card processor) left the account information of more than 

40 million shareholders exposed to fraud.  

Such well-known organizations as Lexis/Nexis Group, ChoicePoint, Bank of America, the 

United States Air Force, the Pentagon, and even the FBI experienced serious data breaches 

during 2005–2012.  

The recent Wilkileaks dump of hundreds of thousands of U.S. secrets and classified material 

from the military and the State Department into the Web represents the most extreme case 

so far as to how even one low-level employee can use computer technology to create major 

damage and embarrassment for an organization. Data security is not just a concern for 

specialized computer experts; it should also involve HR policies to determine who has access 

to sensitive information and monitoring systems to prevent abuses by managers and 

employees.  
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Individual Challenges  

Human resource issues at the individual level address the decisions most pertinent to 

specific employees. These individual challenges almost always reflect what is happening in 

the larger organization.  

For instance, technology affects individual productivity; it also has ethical ramifications in 

terms of how information is used to make HR decisions (for example, use of credit or 

medical history data to decide whom to hire). How the company treats its individual 

employees is also likely to affect the organizational challenges we discussed earlier. For 

example, if many key employees leave the firm to join competitors, the organization’s 

competitive position is affected.  

In other words, there is a two-way relationship between organizational and individual 

challenges.  

This is unlike the relationship between environmental and organizational challenges, in 

which the relationship goes only one way (see Figure  1.1  ); few organizations can have 

much impact on the environment. The most important individual challenges today are 

matching people and organizations, ethics and social responsibility, productivity, 

empowerment, brain drain, and job security.  

MATCHING PEOPLE AND ORGANIZATIONS  

Research suggests that HR strategies contribute to firm performance most when the firm 

uses these strategies to attract and retain the type of employee who best fits the firm’s 

culture and overall business objectives.  

For example, one study showed that fast-growth firms perform better with managers who 

have a strong marketing and sales background, who are willing to take risks, and who have a 

high tolerance for ambiguity. However, these managerial traits actually reduce the 

performance of mature firms that have an established product and are more interested in 

maintaining (rather than expanding) their market share.  

PRODUCTIVITY  

Productivity is a measure of how much value individual employees add to the goods or 

services that the organization produces. The greater the output per individual, the higher 

the organization’s productivity.  

In a “knowledge-based economy” driven by technology, the success of organizations will 

depend more and more on the value of intangible human capital. This capital may be “the 

creativity of their designers (Apple / Intel Corp), the proficiency of their software architects 

(as at Sun Microsystems Inc.), the knowledge of marketers (Procter & Gamble Co., for 

instance), and even the strength of the internal culture (as in the case of Southwest 

Airlines).”  
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From an HR perspective, employee productivity is affected by ability, motivation, and quality 

of work life.  

Employee  ability ,competence in performing a job, can be improved through a hiring and 

placement process that selects the best individuals for the job; It can also be improved 

through training and career development programs designed to sharpen employees’ skills 

and prepare them for additional responsibilities;  

EMPOWERMENT 

 Many firms have reduced employee dependence on superiors, placing more emphasis on 

individual control over (and responsibility for) the work that needs to be done.  

This process has been labeled empowerment because it transfers direction from an external 

source (normally the immediate supervisor) to an internal source (the individual’s own 

desire to do well). In essence, the process of empowerment entails providing workers with 

the skills and authority to make decisions that would traditionally be made by managers. The 

goal of empowerment is an organization consisting of enthusiastic, committed people who 

perform their work ably because they believe in it and enjoy doing it ( internal control ).  

Empowerment can encourage employees to be creative and to take risks, which are key 

components that can give a firm a competitive edge in a fast-changing environment.  

To encourage risk taking, General Electric past CEO Jack Welch exhorted his managers and 

employees to “shake it, shake it, break it.”  

BRAIN DRAIN  

With organizational success more and more dependent on knowledge held by specific 

employees, companies are becoming more susceptible to brain drain—the  loss  of 

intellectual property that results when competitors lure away key employees. Important 

industries such as semiconductors and electronics also suffer from high employee turnover 

when key employees leave to start their own businesses. This brain drain can negatively 

affect innovation and cause major delays in the introduction of new products.  

At a national level, brain drain has been a major problem for developing countries because 

the best educated tend to leave. Universities and R&D labs in the United States are full of 

faculty and graduate students from China, India, and other emerging economies. In some of 

the poorest countries, like Haiti, more than three-fourths of college-educated individuals 

have emigrated.  

According to the National Academy of Engineering, more than half of engineers with 

advanced degrees in the United States are foreign born, as are over one-third of Nobel-

award winners during the past 15 years. At Microsoft, more than 20 percent of employees 

are from India. This dependence on foreign talent places the United States in a vulnerable 

position, particularly if giants such as China and India continue their fast growth in the 

future.  
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In fact, a new term has been coined since the last edition of this book: reverse brain drain. It 

refers to foreign-born Americans who decide to return to their homelands, particularly in 

rapidly growing emergent economies such as China, India, and Brazil.  

JOB INSECURITY  

As noted in the introduction, most workers cannot count on a steady job and regular 

promotions. Companies argue that regardless of how well the firm is doing, layoffs have 

become essential in an age of cutthroat competition. For employees, however, chronic job 

insecurity is a major source of stress and can lead to lower performance and productivity.  

MOTIVATION 

Motivation refers to a person’s desire to do the best possible job or to exert the maximum 

effort to perform assigned tasks. Motivation energizes, directs, and sustains human 

behavior.  

Several key factors affecting employee motivation are discussed in this book, including work 

design, matching of employee and job requirements, rewards and due process. 

A growing number of companies recognize that employees are more likely to choose a firm 

and stay there if they believe that it offers a high quality of work life. A high quality of work 

life is related to job satisfaction, which, in turn, is a strong predictor of absenteeism and 

turnover.  

A firm’s investments in improving the quality of work life also pay off in the form of better 

customer service.  
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