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PART 1  Human Resources Management in Perspective

LEARNING OUTCOME 1

Why is HR planning in-
tegral to a firm’s strate-
gic planning? As an HR
professional, what do
you think you could do
to tie the two functions
together?

Procedures for making deci-
sions about the organiza-
tion’s long-term goals and
strategies

The process of anticipating
and providing for the move-
ment of people into, within,
and out of an organization

ne of the clichés about the annual reports of companies is that they often claim

that “people are our most important asset.” Although we might believe this to be

true, the fact is that historically managers often have not acted as though they
themselves really believed it. Too often the focus has been on minimizing the number of
a firm’s employees rather than strategically utilizing their talents. In the past, executives
often tried to remove human capital from the strategy equation by substituting capital
for labor where possible or by creating hierarchical structures that separated those who
think from those who actually do the work. But for many firms, this is changing.

Surveys show that 92 percent of chief financial officers now believe human capital affects
an organization’s customer service, 82 percent believe it affects profitability, and 72 per-
cent believe it affects innovation.! And in a survey by the consulting firm Deloitte, nearly
80 percent of corporate executives said the importance of HRM in their firms has grown
substantially over the years, and two-thirds said that HR expenditures are now viewed as
a strategic investment rather than simply a cost to be minimized. Indeed, research shows
that strategically designed and implemented HR systems increase the value of firms, some-
thing executives are keenly interested in accomplishing. They are also demanding their
human resources groups push past short-term projections and provide detailed forecasts for
needs and the associated costs over a two- to three-year horizon. Even small companies are
realizing that their employees are the key to ensuring their ability to compete and survive.
As General Electric’s legendary ex-CEQ Jack Welch puts it: “We live in a global economy. To
have a fighting chance, every company needs to get every employee, with every idea in
their heads and every morsel of energy in their bodies, into the game.”?

Strategic Planning and Human Resources

As we explained in Chapter 1, competing through people” is the theme for this book.
But the idea remains only a premise for action until we put it into practice. To deliver
on this promise, we need to understand some of the systems and processes in orga-
nizations that link human resources management and strategic management. A few
definitions may be helpful up front

First of all, s zic plas = involves a set of procedures for making decisions
about the orgamzatlons long—term goals and strategles In this chapter, we discuss
strategic plans as having a strong external orientation that covers major portions of
the organization. The plans especially focus on how the organization will position
itself relative to its competltors in order to ensure its 1ong—term survival, create value,
and grow. Human resources planning (HHP), by comparison, is the process of an-
t1c1patmg and provtdmg for the movement of people into, within, and out of an or-
ganization. Overall, its purpose is to help managers deploy their human resources as
effectlvely as p0551ble, where and when they are needed, to accomplish the organiza-
tion’s goals. Strategic ht » rees management combines strategic plannmg
and HR plannmg Tt can be thought of as the pattern of human resources deploy-
ments and activities that enable an organization to achieve its strategic goals.

HR planning is an essential activity of organizations. Consider CNA Financial
Corp., a Chicago-based insurance company, for example. CNA Financial discovered
via HR planning that it would run short of underwriters—a key skill pool in the
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company—in just two years’ time if their turnover rates continued at their current
pace. The global strategies firms are increasingly pursuing, such as mergers, joint
ventures, offshoring, the relocation of plants, product innovation plans, and down-
sizing, are also making HR planning more critical and more complex for managers.
According to Walt Cleaver, an HR strategist and president of the Cleaver Consulting
Group, increased global competitiveness in many industries has led to the commod-
itization of products based on price, which is making talent the “great differentiator”
among firms. As we explained in Chapter 1, it is relatively easy for a competitor to
copy your product and make it more cheaply. But duplicating the talents of your
employees will prove much more difficult.® Globalization and shifts in the compo-
sition of the labor force that are occurring also require that HR managers become
more involved in planning because these changes affect the full range of a compa-
ny’s HR practices (such as employee recruitment, selection, training, compensation,
and motivation).

Strategic Planning and HR Planning:
Linking the Processes

Good HR managers “marry” human resources planning to the strategic planning for
their organizations as a whole. Human resources planning relates to strategic plan-
ning in several ways, but at a fundamental level, we can focus on two issues: strategy
formulation and strategy implementation. Human resources planning provides a set
of inputs into the strategic formulation process in terms of what is possible, that is,
whether a firm has the types and numbers of people available to pursue a given strat-
egy. For example, when Barnes & Noble executives contemplated the move into web-
based commerce to compete with Amazon.com, one of the issues they had to address
was whether they had the talent needed to succeed in that arena.

In addition to strategy formulation, HRP is important in terms of strategy implemen-
tation. In other words, once the firm has devised its strategy, the company’s executives
must make resource allocation decisions to implement that strategy, including deci-
sions related to the firm’s structure, processes, and human capital.* Companies such as
GE, IBM, and CIGNA have taken strides to combine these two aspects of strategic
management.” 3M’s managers have the two aspects down to a science. Not only does
the company engage in elaborate workforce planning, it has figured out how to utilize
its employees to expand into markets worldwide. Once primarily a domestic company,
today 70 percent of its products are sold abroad. According to Brian Ronningen, 3M’s
manager of human capital management, the company is able to project “the demand
for any workforce category, in any business, in any part of the world.” 6

Figure 2.1 shows how companies align their HRP and strategic planning in this
way. When this occurs, a firm’s board of directors and top managers recognize that
strategic planning decisions affect—and are affected by—HR concerns. As James
Walker, a noted HRP expert, puts it, “Today, virtually all business issues have people
implications; all human resource issues have business implications.”

Step One: Mission, Vision, and Values

The first step in strategic planning is establishing a mission, vision, and values for
the organization. The miission is the basic purpose of the organization, as well as its
scope of operations. It is a statement of the organization’s reason for existing. The

The pattern of human re-
sources deployments and
activities that enable an
organization to achieve its
strategic goals

The basic purpose of the
organization as well as its
scope of operations
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'~ Mission, Vision
and Values

External
Analysis

SWOT Analysis

: Internal
B Analysis

e Strategy
Formulation

=~ Strategy
» Implementation

[ ~a Evaluation

ORGANIZATIONAL LEVEL

¢ |dentify purpose and scope of
organization

e Clarify its long-term direction

» Establish its enduring beliefs
and principles

* Assess its opportunities and threats
©m

e Conduct environmental scanning
(legal, etc.)

* Analyze the industry and
competitors

* Analyze firm’s strengths and
weaknesses (SW)

e Analyze firm’s core competencies

¢ Analyze firm’s resources: People,
process, systems

¢ Develop corporate strategy

¢ Develop business strategy

¢ Functional strategy: Ensure
alignment

¢ Design structure, systems, etc.
e Allocate resources

¢ Evaluate benchmarking efforts

e Ensure alignment is achieved

* Encourage workforce agility and
flexibility

HUMAN RESOURCES LEVEL

e Capture underlying business
philosophy

e Establish cultural foundation

e Guide ethical codes of conduct

* Gauge demographic trends
* Gauge the external supply of labor
¢ Benchmark competitors’ HR metrics

* Analyze workforce’s culture,
competencies, and composition

* Forecast the demand for employees

® Forecast the supply of employees

¢ Establish productivity and efficiency
goals

e Establish quality, service, speed, and
innovation goals for workforce

e Ensure vertical and horizontal fit

¢ Reconcile supply and demand via
hiring, downsizing, layoffs, etc.

* Use staffing, training, rewards, etc. to
motivate employees to achieve the
strategy

¢ Maintain human capital metrics
¢ Utilize balanced scorecard

A statement about where the
company is going and what
it can become in the future;
clarifies the long-term direc-
tion of the company and its
strategic intent

The strong and enduring be-
liefs and principles that the
company uses as a founda-
tion for its decisions

mission often is written in terms of general clients it services. Depending on the scope
of the organization, the mission may be broad or narrow. For example, the mission of
Google is “to organize the world’s information and make it universally accessible and
useful”” The of the organization moves beyond the mission state-
ment to provide a perspective on where the company is headed and what the organi-
zation can become in the future. Although the terms mission and vision often are used
interchangeably, the vision statement ideally clarifies the long-term direction of the
company and its strategic intent.

Organizational are the strong enduring beliefs and principles that the
company uses as a foundation for its decisions. They are the essence of its corporate

© Cengage Learning 2013
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culture and an expression of its personality.® The core values for the organic grocery
chain Whole Foods are as follows:

Selling the highest quality natural and organic products available
Satisfying and delighting our customers

Supporting team member happiness and excellence

Creating wealth through profits and growth

Caring about our communities and our environment

Creating ongoing win-win partnerships with our suppliers

Promoting the health of our stakeholders through healthy eating education

Core values such as these are the underlying parameters for how a company intends
to act toward its customers, employees, and the public in general.

Step Two: Environmental Analysis

The mission, vision, and values drive the second component of the strategic manage-
ment process: an ongoing analysis of external opportunities and threats. Changes in
the external environment have a direct impact on the way organizations are run and
people are managed. Some of these changes represent opportunities, and some of
them represent real threats to the organization. Because of this, successful strategic
management depends on an accurate and thorough evaluation of the environment.

, © is the systematic monitoring of the major external forces
mﬂuencmg the organization. ? Managers attend to a variety of external issues; how-
ever, the following six are monitored most frequently:

1. Economic factors and development information, including general, regional, and
global conditions

2. Industry and competitive trends, including new processes, services, and
innovations

3. Technological changes, including information technology, innovations, and
automation

4. Government and legislative issues, including laws and administrative rulings

5. Social concerns, including child care, elder care, the environment, and educational
priorities

6. Demographic and labor marker trends, including the age, composition, and

literacy of the labor market, and immigration

By continuously scanning the environment for changes that will likely affect an or-
ganization, managers can anticipate their impact and make adjustments early.

Competitive Environment

Many factors in the general environment—factors a firm cannot directly control—
can affect its strategic decisions. This is why analyzing the firm’s competitive envi-
ronment is central to strategic planning. The competitive environment includes the

LEARNING OUTCOME 2

What external factors
in the environment

do you think firms are
most likely to overlook
when formulating their
business strategies?
How can an HR man-
ager help its executive
team get a fuller pic-
ture of the competitive
environment in which
it operates?

Systematic monitoring of the
major external forces influ-
encing the organization
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SUPPLIERS A = CUSTOMERS

SUBSTITUTES

specific organizations with which the firm interacts. As Figure 2.2 shows, the com-
petitive environment includes the firm's customers, rival firms, new entrants, substi-
tutes, and suppliers. Firms analyze the competitive environment in order to adapt to
or influence the nature of competition. A general rule of thumb about this analysis is:
The more power each of these forces has, the less profitable (and therefore attractive)
the industry will be. Let us look at each of the five forces.

Customers

One of the most important assessments a firm can make is identifying the needs of
its customers. At a fundamental level, a firm’s strategy should focus on creating cus-
tomer value—and different customers often want different things. For example, in
the hotel industry, business travelers may want convenient locations with meeting
facilities. Vacationers may want resort locations with swimming pools, golf courses,
and luxury spas. Other travelers may just want an inexpensive room next to the high-
way. The point is that increasingly “one size does not fit all,” so organizations need to
know how they are going to provide value to customers. That is the foundation for
strategy, and it influences the kinds of skills and behaviors needed from employees.
For example, actions and attitudes that lead to excellent customer service can include

the following:

Speed of delivering normal orders

Willingness to meet extraordinary needs

Merchandise delivered in good condition

Readiness to take back defective goods and resupply new goods quickly

Availability of installation and repair services and parts

© Cengage Learning 2013



CHAPTER 2 Strategy and Human Resources Planning

Rival Firms

In addition to customer analysis, perhaps the most obvious element of industry anal-
ysis is examining the nature of competition. The first question to consider is: Who is
the competition? Often the answer is clear to everyone, but sometimes it is not. For
example, for many years, Toys “R” Us viewed its main competitors to be other toy
stores such as FAO Schwarz or KB Toys. However, other retailers such as Target
and Walmart soon moved into this space very successfully. This had a direct effect
on human resources planning for Toys “R” Us. While in the past, Toys “R” Us had
been successful with a volume-based approach (that is, “stack it high, and let it fly”),
bigger retailers soon gained an advantage—who can beat Walmart’s volume and cost
advantage? As a consequence, Toys“R" Us had to modify its strategy to compete more
on customer service and the expertise of its employees. But did Toys “R” Us have the
number and kind of employees required to compete in this way? Were its staffing,
training, performance management, and compensation practices aligned with this
strategy?

New Entrants

As we suggested previously, new companies can sometimes enter an industry and
compete well against established firms, and sometimes they cannot. To protect their
positions, companies often try to establish entry barriers to keep new firms out of
cheir industries. However, when new firms do enter an industry it is often because
they have a different—and perhaps better—way to provide value to customers.
When Virgin America took flight in August 2007, the airline’s goal was not just to
sell cheap tickets. It promised to make “flying good again” by offering, among other
perks, in-flight live concerts, Wi-Fi, MP3 players, mood lighting, music in the bath-
rooms, and top-notch customer service.!? When we look at the challenges faced by
craditional airlines because of the threat of carriers such as Virgin America, JetBlue,
and Southwest Airlines, we can clearly see that new entrants can change the “rules
of the game” in an industry. The impact on labor costs, productivity, skills required,
znd work design are important considerations in both strategic planning and human
-esources planning.

REUTERS/John Decker Virgin America/Pool/Landov

Virgin America, a new
entrant in the airline
industry, adds value to
its product by selling
“the experience” of
flying. Do you think
the company will
change the rules

of the game for its
competitors?
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Substitutes

At times, the biggest opportunity or threat in an industry does not come from di-
rect competition but from substitution. In the telephone industry, for example, people
are increasingly disconnecting their landline phones and instead using their mobile
phones and VoIP (Voice-Over-the-Internet Protocol) services such as Skype. That
implies that firms may need to adjust their employee skill bases to support different
technologies, or they may need to think about how they will compete in different
ways. As an example, think about how the travel business has changed over the years.
Travel agents used to be the key resource people used to search for flights, hotels,
rental cars, and the like. However, with the advent of online reservation systems, travel
agents have had to adapt their approach. Today, they are as likely to compete based
on the service they provide and the expertise they have about particular locations.

Suppliers

Organizations rarely create everything on their own, but instead have suppliers that
provide them with key inputs. These inputs can include raw materials for production,
money (from banks and stockholders), information, and people. This last factor—
people, or labor as it is historically called—has direct implications for strategic plan-
ning and human resources planning.

Many factors influence the labor supply, including demographic changes in the
population, national and regional economics, the educational level of the workforce,
demand for specific employee skills, population mobility, and governmental policies.
Consider these U.S. Census Bureau projections about how the U.S. workforce will
change between 2012 and 2018:

Employment growth will continue to be concentrated in the service-providing sec-
tor of the economy.

About 26 percent of all new jobs created in the U.S. economy will be in the
health care and social assistance industry. This industry—which includes public
and private hospitals, nursing and residential care facilities, and individual and
family services—is expected to grow by 24 percent, or the equivalent of 4 million
new jobs.

Within the goods-producing sector, construction is the only sector projected to
grow. Employment in manufacturing industries will decline by 1.2 million jobs.

The number of workers in the 55-and-older group is projected to grow by nearly
30 percent, more than any other age group.

Minorities and immigrants are expected to constitute a larger share of the U.S.
population and the labor force in 2018.

Of the twenty fastest growing occupations, twelve will require an associate’s degree or
higher. These labor force trends illustrate the importance of monitoring demographic
changes as a part of environmental scanning. Fortunately, labor market analysis is aided
by various published documents. Unemployment rates, labor force projection figures,
and population characteristics are reported by the U.S. Department of Labor.*! The
Monthly Labor Review and Occupational Outlook Handbook, both published by the Bu-
reau of Labor Statistics (BLS) of the U.S. Department of Labor, contain information
on jobholder characteristics and predicted changes in the workforce. In addition, local
chambers of commerce and individual state development and planning agencies can
assist both large organizations and new business ventures by providing them with a
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labor market analysis of their areas. Offshore consulting firms such as IBM and Ac-

centure can be a good source for information about labor trends in other countries.

3M'’s HR team regularly consults with outside recruiters to learn about the talent sup-
plies in various countries in which it does or wants to do business.

Sources of information about the changes in the external supply of labor are in-
valuable for both operational and strategic reasons. HRP has to focus on both. At an
operational level, labor-supply changes directly affect hiring plans that must take into
account the demographic composition of the population in the area where the orga-
nization is located or plans to locate. Similarly, with a “maturing” workforce, HRP
must consider the implications for recruitment and replacement policies.

From a strategic standpoint, changes in the labor supply can limit the strategies avail-
able to firms. High-growth companies in particular may find it difficult to find the tal-
ent they need to expand their businesses. While unemployment rates vary by sector,
the shortage of talent in high-skill jobs continues to create real challenges for firms.

Step Three: Internal Analysis

As organizations conduct external analyses of environmental opportunities and
threats, they also analyze their internal strengths and weaknesses. Conducting an in-
cernal analysis provides strategic decision makers with an inventory of organizational
skills and resources as well as their performance levels.

Tobe sure, many resources combine to give organizations a competitive advantage. But
in contrast to the past, the advantages due to physical assets are being supplanted by in-
cangible assets, including people. As the professor and author James Brian Quinn noted,
“With rare exceptions, the economic and producing power of a firm lies more in its in-

tellectual and service capabilities than in its hard assets—land, plant, and equipment.”*?

The Three Cs: Capabilities, Composition, and Culture

In the context of human resource planning, internal analysis focuses especially on“the
three Cs”: capabilities, composition, and culture.

Capabilities: People as a Strategic Resource

A growing number of experts now argue that the key to a firm's success is based on
establishing a set of —bundles of people, processes, and systems
that distinguish an organization from its competitors and deliver value to customers.
McDonald’s, for example, has developed core capabilities in management efficiency
and training. Federal Express has core capabilities in package routing, delivery, and
employee relations. Royal Dutch Shell has core capabilities in oil exploration and
production.”? Core capabilities tend to be limited in number, but they provide a long-
rerm basis for technology innovation, product development, and service delivery.

In many cases, people are a key resource that underlies a firm's core capabilities.
Particularly in knowledge-based industries such as the software and information ser-
vices industries, success depends on “people-embodied know-how.” This includes the
knowledge, skills, and abilities of employees. As a result, a number of companies that
previously relied on standard plans for recruiting and managing their employees are
designing more tailored plans for them. These personalized plans are designed to ad-
dress the individual needs of employees so they will be in a better position to help
implement their firms' strategies. Microsoft goes so far as to ask certain types of em-
ployees to design their own career paths. For example, the company offers software

Think back to the dis-
cussion in Chapter 1
about the auto-parts
makers that had to
look for new business
lines when GM, Ford,
ad Chrysler sales plum-
meted in the last reces-
sion. How do you think
the auto-parts makers
assessed their abil-

ity to enter their new
markets? Do you think
they looked first at new
markets and then the
capabilities of their
employees and external
partners or vice versa?

Integrated knowledge sets

within an organization that

distinguish it from its com-
petitors and deliver value to
customers




These workers
support their
employer’s core
capabilities, which
helps the company
stand out from its
competitors and
enables it to deliver
added value to its
customers.

PART 1 Human Resources Management in Perspective

Bloomberg/Getty Images

engineers both a management-focused and technical specialist career track and allows
them to move back and forth between the two.
Organizations can achieve a sustained competitive advantage through people if

they are able to meet the following criteria:
y g

L

14

The resources must be valuable. People are a source of competitive advantage when
they improve the efficiency or effectiveness of the company. Value is increased
when employees find ways to decrease costs, provide something unique to cus-
tomers, or some combination of the two. To improve the bottom line, Nordstrom
and UPS are among the companies that utilize employee empowerment programs,
total quality and continuous improvement efforts, and flexible work arrangements
to motivate and spark the creativity of their workers.

The resources must be rare. People are a source of competitive advantage when their
knowledge, skills, and abilities are not equally available to competitors. Companies
such as Microsoft, Four Seasons Hotels, and Virgin America therefore invest a
great deal to hire and train the best and the brightest employees in order to gain an
advantage over their competitors.

The resources must be difficult to imitate. People are a source of competitive advan-
tage when the capabilities and contributions of a firm's employees cannot be copied
by others. Disney, Southwest Aitlines, and Starbucks are each known for creating
unique cultures that get the most from employees (through teamwork) and are
difficult to imitate.

The resources must be organized. People are a source of competitive advantage when
their talents can be combined and deployed to work on new assignments at a mo-
ment’s notice. Companies such as IBM, GE, and, as you learned in Chapter 1,
Procter & Gamble closely “track” employees and their talents. As a result, these
firms are able to quickly reassign talent to different areas of their companies and
the world as needed.
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These four criteria highlight the importance of people and show the closeness of
HRM to strategic management.

Composition: The Human Capital Architecture
A related element of internal analysis for organizations that compete on capabilities
is determining the composition of the workforce. As we have indicated, managers
need to determine whether people are available, internally or externally, to execute
an organization’s strategy. Managers have to make tough decisions about whom to
employ internally, whom to contract externally, and how to manage different types of
employees with different skills who contribute in different ways to the organization.
Figure 2.3 shows that different skill groups in any given organization can be clas-
sified according to the degree to which they create strategic value and are unique to

Complementary Strategic

"R&D ==
Partners
R&D

Partniers | Diagnostics

R&D
Partners

Support Core

Diagnostics
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the organization. This figure shows the departments for an Australian biotechnology
firm and the quadrants those groups fall into as well as their gradual migration given a
strategic organizational shift to one that focuses on customer service. As a general rule,
managers often consider contracting externally (or outsourcing) skill areas that are not
central to the firm's core competence. HRP plays an important role in helping manag-
ers weigh the costs and benefits of using one approach to employment versus another.

Evidence from research suggests that employment relationships and HR practices
for different employees vary according to which segment they occupy in this matrix.
Here are some general trends:

Strategic Knowledge Workers. This group of employees tends to have unique skills
that are directly linked to the company’s strategy and difficult to replace (such as re-
search and development scientists in a pharmaceuticals company or computer sci-
entists in a software development company). These employees typically are engaged
in knowledge work that involves considerable autonomy. Companies tend to make
long-term commitments to these employees, investing in their continuous training
and development, and perhaps giving them an equity stake in the organization.

Core Employees. This group of employees has skills that are quite valuable to a
company, but not particularly unique or difficult to replace (such as salespeople in a
department store or truck drivers for a courier service). These employees tend to be
employed in traditional types of jobs. Because their skills are transferable, it is quite
possible that they could leave to go to another firm. As a consequence, managers fre-
quently make less investment in training and development and tend to focus more on
paying for short-term performance achievements.

Supporting Workers. This group of workers typically has skills that are less cen-
tral to creating customer value and generally available in the labor market (such as
clerical workers, maintenance workers, and staff workers in accounting and human
resources). Individuals in these jobs are often hired from external agencies on a con-
tract basis to support the strategic knowledge workers and core employees. The scope
of their duties tends to be limited, and their employment relationships tend to be
transaction-based, focused on rules and procedures, and less investment is made in
their development.

Partners and Complementary Skills. This group of individuals has skills that are
unique and specialized, but frequently not directly related to a company’s core strat-
egy (such as attorneys on retainer, consultants, and research lab scientists). Although
a company perhaps cannot justify their internal employment given their indirect link
to the firm’s strategy, these individuals have skills that are specialized and not readily
available to all firms. As a consequence, companies tend to establish longer-term alli-

ances and partnerships with them and nurture an ongoing relationship fo-

; cused on mutual learning. Considerable investment is made in ¢
Using the INTERNET ' utu ning; Consi e ment is made in the exchange
of information and knowledge.

For more information about

contract employees and the 5
Beacon Hill Staffing Group, go to and Expectations (VABEs)

www.cengagebrain.com

Corporate Culture: Values, Assumptions, Beliefs,

Think about our initial discussion of mission, vision, and values back at Step
One. Because managers increasingly understand that their employees are
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critical to their success, they often conduct to examine their values,
attitudes, beliefs, and expectations (VABESs). Cultural audits can consist of surveys
and interviews to measure how employees feel on a number of critical issues.

According to author James Clawson, leaders who target employees’ values, atti-
cudes, beliefs, and expectations are more effective than those who simply focus on
workers behaviors or thought processes.'® This makes sense. Recall from Chapter 1
che story about the entrepreneur who tripled his sales but, because he took his staff
for granted, was then muscled out of the market by a competitor. If a firm lacks a
clear idea of how employees view the organization, no matter how great the organiza-
tion’s plans are, those plans might never be successfully executed and sustained.

The cultural audit conducted by SAS, a business-analytics corporation that of-
ten ranks No. 1 on Fortune magazine’s “Best Companies to Work For” list, includes
detailed questions about the company’s pay and benefit programs and a series of
open-ended questions about the company’s hiring practices, internal communica-
tions, training and recognition programs, and diversity efforts.)” Via cultural audits,
SYSCO, Sears, and Continental Airlines are among the companies that have found
ways to get the most from their employees by linking their values and ideas to prof-
its.18 To prevent legal and ethical breaches, some firms conduct cultural audits chat
ask employees questions about the degree of fear associated with meeting their firms’
~evenue goals and incentive plans that could encourage unethical or illegal behavior."
Cultural audits can also be used to determine whether there are different groups, or
subcultures, within the organization that have distinctly different views about the na-
cure of the work and how it should be done.

Knowing that a company’s corporate culture is a source of competitive advantage
firms are also beginning to engage in what is called valucs-based hiving, which in-
volves outlining the behaviors that exemplify a firm's corporate culture and then hir-
ing people who are a fit for them. The computer network provider Juniper Networks
has identified four to six behaviors that exemplify each of its core values in action.
“We are upping our game to be much more explicit about what the best talent for
luniper looks like," says Greg Pryor, vice president of leadership and organization for
Juniper.?

Forecasting: A Critical Element of Planning

An internal analysis of the three Cs (capabilities, composition, and culture) of an

rganization can reveal a great deal about where it stands today. However, things
-hange. In an important sense, strategic planning is about managing that change.
Mlanagers must continually forecast both the needs and the capabilities of the firm for
-he future in order to do an effective job at strategic planning. As shown in Figure 2.4,
managers focus on (at least) three key elements: (a) forecasting the demand for labor,
b) forecasting the supply of labor, and (c) balancing supply and demand consider-
:sions. Careful attention to each factor helps top managers meet their human re-
sources requirements.

Consider for a moment the high costs of not forecasting—or forecasting poorly. If
‘ob vacancies are left unfilled, the resulting loss in efficiency can be very costly, par-
sicularly when you consider the amount of time it takes to hire and train replacement
>mployees. As pointless as it may sound, we have seen situations in which employ-
zes are laid off in one department while applicants are hired for similar jobs in an-

cher department. Poor forecasting that leads to unnecessary layoffs also makes it

Audits of the culture and
quality of work life in an
organization

The process of outlining the
behaviors that exemplify a
firm’s corporate culture and
then hiring people who are a
fit for them.

LEARNING OUTCOME 4 |

If you are currently
employed, ask your
manager how your firm
goes about forecasting
its supply and demand
for employees, and
then link that activity
to techniques used in
this section. In what
ways do you think your
employer could improve
its forecasting?



Techniques External Considerations
« Staffing tables Demographic changes
« Markov analysis Education of workforce

= Skills inventories Labor mobility
+ Management Government policies

« Replacement charts
+ Succession planning
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