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CHAPTER12
Managing human 

resources

Explain the strategic role of human resource management 
(HRM)

Explain what the changing social contract between 
organisations and employees means for workers and human 
resource managers, emphasising trends that influence HRM

Describe the tools managers use to recruit and select 
employees 

Describe how organisations develop an effective workforce 
through training and performance appraisal 

Explain how organisations maintain a workforce through the 
administration of wages and salaries, benefits and 
terminations



Getting the right people on the bus
New manager 
self-assessment



DRIVING ORGANISATIONAL

PERFORMANCE
• Human resources are a key source of an 

organization’s competitive advantage

• Human capital refers to the economic value of 

the combined knowledge, experience, skills 

and capabilities of employees

• Human capital is the top factor in maintaining 

competitive success

Objective 

12.1

human resource management (HRM)

• Activities undertaken to attract, 
develop and maintain an effective 
workforce within an organisation.



THE STRATEGIC APPROACH

• Alignment of HR strategies with the organisation’s strategic direction, has 

a positive impact on performance

• Top three factors for maintaining competitive success:

1. All managers are HR managers

2. Employees are assets

3. HRM is a matching process

• Integrating organisational strategy and goals with the correct 

approach to managing the firm’s human capital



STRATEGIC HUMAN RESOURCE 

MANAGEMENT



BUILDING HUMAN CAPITAL TO 

DRIVE PERFORMANCE 
• HRM a key contributor to organisational success

• HRM develops strategies for:

– finding the best people

– enhancing their skills and knowledge with training programs and 

opportunities for personal and professional development

– providing compensation and benefits that support the sharing of 

knowledge

– appropriately reward people for their contributions to the organisation



THE ROLE AND 

VALUE OF HUMAN

CAPITAL 

INVESTMENT



THE CHANGING NATURE OF 

CAREERS

• The end of lifetime employment

• Globalisation, outsourcing, hyper-competition, and other volatile changes 

in the environment

• Now expect and encourage employees to take control of their own 

careers

• Employability rather than lifetime employment

• Individuals are responsible for developing their own skills and abilities 

• Demonstrating their value 

Objective 

12.2



THE CHANGING SOCIAL CONTRACT



INNOVATIONS IN HRM

• HRM faces constant change

• Some key issues facing HRM today:

– blind hiring

– branding the company as an employer of choice

– fast track hiring

– acquiring organisations to obtain talent



HRM INNOVATIONS 

blind hiring

•focuses managers on an 
applicant’s job skills and 
performance rather than 
educational credentials, 
appearance, or prior 
experience

•people are usually asked to 
complete a project or 
assignment that relates to the 
type of work they’ll be doing

•contributes to better, more 
diverse hiring

branding the company as 
an employer of choice

•aims to make the organisation 
seem like a highly desirable 
place to work

•organisation offers a range of 
appealing work conditions, 
such as chill-out zones with 
hammocks, encouraging 
casual dress or, if employees 
need to get active to get their 
‘creative juices’ flowing, they 
can opt to play basketball, 
tennis or exercise in the 
company gym

fast track hiring

•in 2015, the average time it 
took for organisations to hire 
reached an all-time high of 
almost 29 days

•managers are experimenting 
with a fast track approach, 
filling open jobs in a matter of 
days or even hours

•best candidates get snagged 
quickly

acquiring organisations to 
obtain talent

•get talented employees 
quickly by acquiring start-ups

•larger, bureaucratic 
organisations rather than in 
nimble start-ups can be 
difficult for some acqui-hires



FINDING THE RIGHT PEOPLE

Three broad goals of HRM: 

finding, developing and 

maintaining an effective 

workforce.

Objective 

12.3

Key Concept



HUMAN RESOURCE PLANNING

• Forecasting human resource needs and the projected matching of 

individuals with expected vacancies

– Recruiting

– Selecting

– Managing talent



RECRUITING 

• Activities or practices that define the desired characteristics of applicants 
for specific jobs

• Also referred to as talent acquisition

• Can be:

– Internal

– External (contd.)



ASSESSING JOBS
Involves assessing jobs:

• Job analysis

– The systematic process of gathering and interpreting information 
about the essential duties, tasks and responsibilities of a job

• Job description

– A concise summary of the specific tasks and responsibilities of a 
particular job

• Job specification

– An outline of the knowledge skills, education and physical abilities 
needed to adequately perform a job (contd.)





REALISTIC JOB PREVIEWS, SOCIAL 

MEDIA AND INTERNSHIPS
• Job analysis enables the creation of:

– Realistic job previews (RJP)

• Gives applicants all pertinent information about the job and the 
organisation

• Employers make use of social media

– LinkedIn / Facebook 

• Internship exchanges free or low-cost labour for the opportunity to gain 
valuable work experience 



SELECTING APPLICANTS 

• The process of determining the skills, abilities and other attributes a 

person needs to perform a particular job

• Most frequently used devices include:

– Application form

– Interview

– Employment test

– Assessment centres

– Online checks



WHAT CAN 

YOU ASK IN AN 

INTERVIEW?



DEVELOPING TALENT

Objective 

12.4

On-the-job training 

• the most common 
type of training

• an experienced 
employee is asked 
to show the 
newcomer how to 
perform job duties

• is considered the 
fastest and most 
effective means of 
facilitating learning 
in the workplace

Social learning 

• learning informally 
from others by using 
social media tools, 
including mobile 
technologies, social 
networking, wikis 
and blogs, virtual 
games and so forth

• the majority of 
organisational 
learning occurs 
through informal 
rather than formal 
channels

Mentoring and 
coaching 

• experienced 
employee guides 
and supports a 
newcomer or less 
experienced 
employee 

• developing their 
skills and abilities 

• coaching is a 
method of directing, 
instructing and 
training a person 
with the goal to 
develop specific 
management skills

Corporate 
universities 

• an in-house training 
and education 
facility that offers 
broad-based 
learning 
opportunities for 
employees – and 
frequently for 
customers, suppliers 
and strategic 
partners as well –
throughout their 
careers

Promotion from 
within 

• promotions provide 
more challenging 
assignments, 
prescribe new 
responsibilities, and 
help employees 
grow by expanding 
and developing 
their abilities



RANKING OF 

TRAINING AND 

DEVELOPMENT 

PRACTICES 



PERFORMANCE APPRAISAL
• The process of observing and evaluating an employee’s performance, 

recording the assessment and providing feedback

• One of the biggest corporate talent management mistakes is the failure to 

provide candid performance assessments that focus on development 

needs

• Current thinking is that performance appraisal should be ongoing

– not something that is done once a year as part of a consideration of 

raises



HOW PEOPLE 

IN DIFFERENT 

COUNTRIES 

GIVE 

FEEDBACK



ASSESSING PERFORMANCE 

ACCURATELY

360-degree feedback

• a recent trend in performance appraisal is 
called 360-degree feedback, a process that 
uses multiple raters, including self-rating, 
as a way to increase awareness of 
strengths and weaknesses and guide 
employee development

• members of the appraisal group may 
include supervisors, co-workers and 
customers, as well as the individual, and 
thus provide a holistic view of the 
employee’s performance 

performance review ranking system 

• sometimes referred to as a forced ranking 
system, stack ranking, or ‘rank and yank’

• increasingly controversial because it 
essentially evaluates employees by pitting 
them against one another

• proponents say it can create and sustain a 
high-performance culture in which people 
continuously improve



PERFORMANCE EVALUATION 

ERRORS
• Researchers have identified several rating problems

• The most dangerous is stereotyping

– when a rater places an employee into a category based on one or a 

few traits or characteristics (age, gender, profession etc)

• Another rating error is the halo effect

– occurs when an employee receives the same rating on all dimensions 

regardless of his or her performance on individual ones

• Approach to overcome performance evaluation errors is to use a 

behaviour-based rating technique



EXAMPLE OF A BEHAVIOURALLY

ANCHORED RATING SCALE



MAINTAINING AN EFFECTIVE 

WORKFORCE
• Once recruited, HR needs to be maintained effectively

• Involves:

– Compensation

– Benefits

– Termination

Objective 

12.5



COMPENSATION
• Monetary payments (wage and salaries) and non-monetary

goods/commodities used to reward employees

• Effective compensation helps to attract and retain talented workers

• Wage and salary systems

– job or skills based pay

• Compensation equity

– fairness and equity within the pay structure 

• Pay-for-performance

– incentive pay that ties at least part of compensation to employee 

effort and performance



BENEFITS 
• Make up 40 per cent of labour costs

– Some are required by law

• e.g. superannuation, holiday leave loading, worker’s 
compensation

– Others can be provided by the organisation

• e.g. health insurance, onsite fitness centres

• e.g. subsidised child care, tennis and squash courts

• provided to maintain an effective workplace



TERMINATION 

Organisations lose employees through:

• Retirement

• Voluntary exit

• Involuntary

• Mergers, cutbacks

• Poor performance

• Exit interview useful for learning about 
potential problems in the organisation

exit interview

• An interview conducted with departing 
employees to determine reasons for 
their departure and learn about 
potential problems in the organisation



SUSTAINABILITY AND PEOPLE

• HRM has strong link to sustainable development

• In both sustainability and HRM the aim is to improve the outcomes and 

effectiveness of the organisation

– performance is appraised against a broader set of measures in a 

sustainable organisation

– sustainability represents an opportunity to improve staff satisfaction 

through improved engagement

• e.g. Google giving staff $5000 towards buying fuel efficient cars



CHAPTER 12 – BRIEF SUMMARY
12.1 Human resource management (HRM) refers to the design and application of formal systems to ensure the effective and 
efficient use of human talent to accomplish organisational goals.

12.2 The new social contract between employers and employees is based on the notion of employability and personal 
responsibility rather than lifelong employment by an organisation.

12.3 HRM has three broad goals: finding, developing and maintaining an effective workforce. Selection is the process of 
assessing the skills, abilities and other attributes of applicants in an attempt to determine the fit between the job and each 
applicant’s characteristics.

12.4 Training typically refers to teaching people skills needed in their current job, whereas development refers to teaching 
people broader career skills.

12.5 Managers strive to maintain fairness and equity in the pay system by designing performance and reward structures that 
are monitored to encourage positive work behaviours, balanced with objective feedback and measurement of outputs.
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