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Mind Map

1- An Investment Perspective of HRM
Employee turnover and HR cost
Lower employee turnover can reduce the costs associated with hiring and training replacements. When employees leave, the organization may incur replacement hiring and training costs, and productivity may also fall during staff shortages and training periods. 
Outsourcing and investment decisions
The availability of cost-effective outsourcing can influence whether the organization invests internally in a function or obtains the capability from outside specialists. Some functions may be outsourced when specialists are readily available elsewhere.  
Human-capital measurement challenge
Human assets are important but harder to quantify financially than financial, physical, market, and operational assets. The lecture states that there is no universally accepted way to measure and report human-capital value.  
HR metrics
HR metrics are quantitative measures used to track and assess the efficiency and effectiveness of HR practices. The most suitable metrics depend on the organization’s strategy; there is no single “perfect” metric for every organization.  

2. Five Asset Categories
Know the category that matches each description.
	Asset category
	What it includes
	Exam cue

	Financial Assets
	Cash, investments, and receivables.
	Think money and financial resources.

	Physical Assets
	Buildings, equipment, and materials.
	Think tangible physical resources.

	Market Assets
	Brand reputation, customer loyalty, and patents.
	Think market position and externally recognized value.

	Operational Assets
	Management practices, organizational structures, and technology use.
	This is the correct category for management practices and organizational structures.

	Human Assets
	Employee skills, knowledge, and relationships.
	Think employee-based knowledge and capabilities.


3. Human-Capital Value and Measurement
The lecture distinguishes human assets from other asset categories because human value is more difficult to quantify financially. The key exam point is not that human capital cannot be measured, but that there is no universally accepted method for measuring and reporting its value.
What the lecture does emphasize
Employee skills, knowledge, and abilities are significant organizational assets.
Organizations want to connect HR practices to profitability and market value.
Common HR metrics can help translate HR activity into business-related measures.
Different organizations may select different metrics depending on strategy.
4. HR Metrics- Example

	Metric
	Formula / meaning
	How to recognize it

	Revenue per Employee
	Total company revenue ÷ Number of employees
	Question mentions revenue generated relative to employee count.

	Vacancy Rate
	Number of open positions ÷ Total number of positions × 100
	Question asks for the proportion or percentage of positions that are open.


5. Turnover and Replacement Costs
The chapter connects employee turnover with the cost side of HR investment. When employees leave, organizations may need to hire and train replacements. This creates costs and can be accompanied by reduced productivity while vacancies are being covered and new employees are being trained.
	Lower turnover
Can reduce replacement hiring and training costs.
	Higher turnover
Can increase replacement hiring/training costs and may create productivity losses during shortages and training.


6. Outsourcing and HR Investment Decisions
Cost-effective outsourcing can influence investment decisions.
If qualified specialists are readily available elsewhere, an organization may outsource a function rather than develop the capability internally.
Therefore, outsourcing availability can affect how an organization decides where to invest in its workforce.
2- Strategic Management & HR Strategy
Strategy analysis
External environment — Conditions outside the organization—such as markets, competition, regulations, technology, and economic trends—that create opportunities or threats.
Strategic opportunity — A favorable external condition that the organization may use to support growth or performance; a growing market is a typical example.
Organizational self-assessment — A review of internal strengths, weaknesses, resources, capabilities, and management systems after the external environment has been examined.
Internal management systems — Decision-making processes (the speed and flow of organizational decisions).
, organizational culture, and power/politics can shape how strategy is carried out inside the organization.
Resource-Based View (RBV) Model
Core idea: Competitive advantage can be built by developing and deploying valuable organizational resources and capabilities.
· Human resources: Employees’ skills, knowledge, expertise, and motivation.
· Technological resources: Production technologies, systems, processes, automation, and protected know-how.
· Financial resources: The capacity to generate or obtain funds for strategic investment and implementation.
· Intangible resources: Reputation, knowledge, culture, relationships, and other difficult-to-copy assets.
Mission, strategic fit, and implementation
Mission statement — A broad, few lines statement of organizational purpose. Strategy and HR practices should support—not contradict—the mission.
Strategic fit — Alignment among organizational strategy, internal resources, and HR practices. There is no single HR approach that fits every organization.
Strategy implementation — Turning strategic direction into action through resource allocation, aligned HR activities, structures, and operating decisions.
Corporate strategies:
· Growth: Expanding internally (hiring more) or externally (acquisitions). 
· Retrenchment: Organizational downsizing or down scoping may lead to cost cutting in payroll/HR.
· Stability strategy — A strategic choice that emphasizes maintaining the current direction or position rather than major expansion, reduction, or diversification.
· Corporate strategy context — Stability strategy emphasizes continuity and can increase the importance of retaining existing valuable employees.

Business Unit Strategies
· Cost Leadership: Focuses on being the most efficient and cheapest producer.
· Differentiation: Standing out from competitors through unique products, services, or brand image.
· Differentiation- Focus: Assumes that different market segments have different needs, and attempts to satisfy particular groups. 

	Concept
	How to distinguish it

	External analysis
	Finds opportunities and threats outside the organization.

	Internal analysis
	Finds strengths, weaknesses, resources, and capabilities inside the organization.

	RBV
	Explains advantage mainly through internal resources and capabilities.

	Strategic implementation
	Uses and allocates those resources to execute the selected direction.



3- Strategic HR Roles & Human Capital
Strategic HR orientation
	Concept
	How to distinguish it

	Traditional HR
	Emphasizes activities, transactions, administration, and short-term operational support.

	Strategic HR
	Emphasizes business outcomes, long-term organizational value, alignment, and transformation, partnership with internal and external stakeholders.



Human capital — The collective knowledge, skills, abilities, and experience of employees. It can move between organizations, making development and retention strategically important.
Human capital measurement — No single universally accepted method measures human capital value; commonly used HR metrics include revenue per employee and vacancy rate.
Ulrich’s four HR roles
· Strategic Partner — Aligns HR practices and organizational structures with strategy execution.
· Administrative Expert — Improves the efficiency and quality of HR processes and administrative delivery, utilizing technology to automate admin. Process, devoting more time to strategic activities.
 Employee Champion — Strengthens employee commitment and morale, advocates for employees, and helps line managers recognize causes of low morale.
· Change Agent — Supports organizational change and helps anticipate, understand, and manage resistance.

Employment models (Lepak & Snell Model)

Lepak and Snell developed a system that identifies four different employment models and examines the types of HR systems required by each.They first analyzed the characteristics of human capital by using two dimensions.
1ST Strategic value, or the extent of its potential to improve efficiency and effectiveness, exploit market opportunities, and/or neutralize potential threats.
2nd Uniqueness, or the degree to which it is specialized and not widely available. 
These two dimensions form the matrix, which identifies the four types of employment mode.

  Job-based employment (high value, low uniqueness) centers on defined jobs (productivity based HRM); contractual employment (low value, low uniqueness) specified work arrangements (compliance based); alliance/partnership employment (low value- high uniqueness)) relies on longer-term collaboration with external partners (collaborative based); knowledge-based employment (high value- high uniqueness) emphasizes knowledge, autonomy, and longer-term capability (commitment based)

Strategic HR barriers:
· Strategic Contribution: Short-term focus limits long-term HR planning.
· Business Knowledge: HR silos reduce cross-departmental strategic influence, Limited strategic thinking by HR professionals can hinder strategic HR implementation.
· Personal Credibility: Management undervalues HR, seeing it as bureaucratic.
· HR Delivery: Line managers neglect people-management responsibilities.
· HR Technology: Hard to measure HR benefits; resistance to ongoing investment and change.

HR Professionals Competencies
· Strategic Contribution → Developing organizational strategy.
· Business Knowledge → Understanding the nuts & bolts of the organization.
· Personal Credibility → Demonstrating measurable value in HR programs & policies.
· HR Delivery → Serving internal customers with effective, efficient HR services.
· HR Technology → Leveraging technology to improve people management.

4- Strategic Workforce Planning
Strategic workforce planning — Links organizational strategy to future workforce requirements so the right number and types of employees are available at the right time and place.
Aggregate planning: Focus on future staffing requirements for employee groups and required skill categories

Planning sequence
1. Strategic direction: Identify business changes that may affect workforce requirements.
2. Demand forecast: Estimate how many employees—and what types—will be needed.
3. Supply forecast: Estimate the internal and external availability of employees and skills.
4. Gap analysis: Compare demand and supply to locate shortages, surpluses, or capability gaps.
5. Action and review: Recruit, retrain, redeploy, retain, reduce, or revise assumptions as conditions change.

Forecasting Methods: 
Mathematical methods: Techniques like regression analysis can help forecast employee demand, but most organizations rely on: 
Unit forecasting (bottom-up): Each department estimates its own employee needs based on its goals. This can be responsive to market needs but may lead to overestimation. 
Top-down forecasting: Senior management allocates a budget for employee payroll and divides it across departments. This is efficient but may not reflect market needs.

The best approach depends on the organization's strategy: Cost minimization: Choose top-down forecasting for efficient resource allocation. Change and adaptability: Choose unit forecasting for responsiveness to market needs. down forecasts. Balance: Combine both methods and negotiate differences between bottom-up and top-down forecast.

Forecasting tools
Trend analysis — Uses past employment patterns to estimate future staffing requirements.
Ratio analysis — Uses a historical relationship between a business factor and staffing levels.
Scatter plot — Displays the relationship between two variables to support forecasting; it does not eliminate the need for managerial judgment.
Computerized forecasting — Produces staffing estimates under alternative assumptions or business scenarios.
Internal supply and continuity
Mentoring programs
Formal mentoring — Structured clear goals, expectations, and metrics can reduce ambiguity and strengthen accountability in mentoring programs.
Qualifications / skills inventory — A searchable record of employees’ qualifications, experience, skills, and potential; used to assess internal supply.
Replacement chart — Shows possible internal successors for important positions and their readiness.
Succession planning — A systematic process for maintaining leadership continuity by identifying and developing people for critical future roles.
Key distinction  Aggregate planning estimates categories or numbers of employees; succession planning focuses on continuity for specific critical positions and leadership roles.
Recruitment & Strategic Staffing
Recruitment strategy
Recruitment planning — Determines the number of applicants needed, the timing of recruiting activities, and the sources most likely to reach the target talent pool.
	Concept
	How to distinguish it

	Internal recruiting
	Supports continuity, uses known talent, and may fit organizations seeking to preserve current practices.

	External recruiting
	Introduces new perspectives and may fit organizations seeking innovation or rapid change.



Employment branding — Building a reputation as an employer of choice for a defined talent pool.
Candidate relationship management — Maintaining engagement with potential candidates before a vacancy arises, creating a longer-term talent pipeline.
Quality and fairness
Structured interview — Uses the same core, job-related questions and consistent evaluation criteria for all candidates, improving consistency.
Group/panel interview — Uses multiple interviewers to provide different perspectives and reduce dependence on one evaluator’s judgment.
Reference checking — Verifies applicant information; should not rely exclusively on references selected by the applicant.
Candidate experience — The applicant’s overall experience of the recruitment process; a positive experience can support organizational reputation.
Diversity and cultural fit — Staffing decisions can consider cultural fit while still supporting workforce diversity.
Unconventional recruiting source — Current customers may be a useful recruiting source when prior product or service knowledge is valuable.
Employee Testing & Selection
Quality of selection measures
	Concept
	How to distinguish it

	Reliability
	Consistency of assessment results across repeated or comparable measurements.

	Validity
	Evidence that the assessment measures what it is intended to measure and supports appropriate selection decisions.

	Criterion validity
	Test scores are associated with a relevant criterion such as later job performance.

	Content validity
	Assessment content represents important job duties, knowledge, or behaviors.



Selection tools and controls
Reference Check: are increasingly done earlier in the selection process to eliminate unsuitable candidates
Personality testing — May contribute useful information, but should not be treated as an infallible or universal stand-alone predictor of job success.
Testing fairness — Requires appropriate administration, qualified interpretation, confidentiality, and consistent treatment of applicants.
Training & Employee Development

Training programs are more effective when their objectives are linked to identified organizational needs.

	Concept
	How to distinguish it

	Training
	Builds knowledge and skills needed for the current job.

	Development
	Prepares employees for future responsibilities and broader capability needs.

	Orientation
	Helps new employees understand the organization, workplace expectations, policies, culture, and their jobs.


Training process
Identify training needs before designing instruction.
Set specific, observable, and measurable objectives.
Implement the program: Choose and deliver a method suited to the objective and learners.
Evaluate the program and improve it using the results.
	Concept
	How to distinguish it

	Task analysis
	Identifies duties and the knowledge/skills required for a job; especially useful for planning training for new employees.

	Performance analysis
	Determines whether current employees perform below standards and whether training is an appropriate response.



Methods and application
On-the-Job Training (OJT) — Learning occurs while performing actual job tasks, usually under guidance or supervision.
Transfer of training — The extent to which employees apply learned knowledge and skills in the workplace.
Training reinforcement — Linking training, performance management, and compensation, they can be integrated so managers reinforce newly learned skills through evaluation and rewards.
Learner motivation — Computer-based instruction does not eliminate the need for learner motivation.
Online Computer-Based Instruction (OCBI) provides flexible, convenient, and cost-effective training that learners can access anytime at their own pace, tailored to different employee needs and easily delivered across dispersed teams; however, it requires strong self-motivation, involves high development costs, demands frequent content updates, and suffers from limited interaction, which can reduce engagement.
Four evaluation levels
Reaction: How participants respond (their opinions) toward the training experience, evaluated usually through questionnaires.
Learning: What knowledge or skills participants acquired, measured through tests, demonstrations, or simulations
Behavior: Whether learning is applied on the job, evaluated through performance appraisals by supervisors.
Results: The organizational outcomes associated with the training, evaluated through reports, sales figures, surveys, etc.
Performance Management & Appraisal
	Concept
	How to distinguish it

	Performance appraisal
	A periodic evaluation that places greater emphasis on assessing past performance.

	Performance management
	An ongoing process linking performance to strategy through expectations, participation, feedback, development, and improvement.



Performance feedback — Recognizes achievements, addresses performance gaps, supports future goals, and supplies information for training and development.
Competency — A combination of knowledge, skills, abilities, and relevant workplace behaviors—not technical knowledge alone.
Selected appraisal methods
Graphic Rating Scale — A simple method that rates employees numerically across listed performance dimensions.
Management by Objectives (MBO) — encourage employees to participate actively in setting their own performance goals, Manager and employee agree on measurable objectives, then assess performance against those agreed objectives.
Critical Incident Method — Maintains examples of unusually effective or ineffective performance across the review period.
360-Degree Feedback — Collects feedback from multiple sources for a broader perspective; requires careful planning because time, cost, and diminishing returns can arise.

Evaluation Dimensions
Employee performance can be evaluated through traits (personal qualities like loyalty or sociability, though often subjective), behaviors (observable actions such as teamwork and punctuality, which highlight strengths and areas for improvement but may not guarantee results), and outcomes/results (objective achievements like sales or cost reduction, directly tied to goals but influenced by external factors). The ideal approach blends all three, aligning measures with organizational strategy to ensure a balanced and fair assessment.

limitations to the traditional method of Performance Evaluation
Traditional performance evaluation methods face several limitations: supervisors may lack technical knowledge of the job, leading to inaccurate assessments; ratings can be influenced by subjectivity and bias (halo effect, stereotypes, personal agendas); evaluations often emphasize recent events while ignoring past performance; there is a tendency toward central tendency that avoid extreme scores; scores may be inflated or deflated due to empathy, competition, or personal issues; and disagreements can arise between supervisors and employees about the causes of performance levels. In short, these methods risk being inconsistent, biased, and less reflective of true employee contributions.
Quality safeguards
Central tendency — A rating error in which the evaluator avoids very high and very low ratings and places employees near the middle.
Other types include recency error, hallo effect, limited knowledge, inflated/deflates rating).
Documentation — Clear records of performance deficiencies and actions support development, consistency, and the organization’s position in legal disputes.
Manager accountability — Performance management systems are more likely to gain managerial support when managers are accountable for both employee performance and employee development.
Reward alignment — Clearly linking performance measures to rewards can support the fairness and credibility of performance management decisions.

Compensation & Pay Structures
Strategic compensation — A pay system designed to encourage employee behavior that supports organizational strategy and business performance.
Equity
	Concept
	How to distinguish it

	Internal equity
	Fair pay relationships among jobs inside the organization; supported mainly by job evaluation.

	External equity
	Competitiveness with pay offered by other employers; supported mainly by salary surveys.

	Procedural equity
	Perceived fairness of the methods and processes used to make pay decisions.



Remember  Job evaluation and salary surveys both support fair pay, but they address different dimensions: internal relationships versus external competitiveness.
Establishing pay structures
Job evaluation — Assesses the relative value of jobs—not individual employees’ annual performance.
Job Ranking — Places whole jobs in order of relative value; simple and suitable for a smaller number of jobs.
Job Classification — Assigns jobs to predetermined classes or grades.
Point Method — Assigns numerical points to compensable factors, creating a quantitative basis for job-value differences.
Pay grade — Groups jobs of similar value; a grade may have a minimum, midpoint, and maximum salary.
Broadbanding — Combines many narrow salary grades into fewer, wider bands, supporting flexibility and flatter structures.
Skill-based pay — Rewards employees for developing additional job-related skills; implementation requires appropriate skill assessment and maintenance.
Market pay policy — Positions salaries approximately in line with prevailing market rates; salary structures may be reviewed periodically to maintain competitiveness.
Compensation communication — Clear communication of pay policies can reduce employee misunderstanding about compensation decisions.
Salary compression happens when new hires earn significantly more than long-term employees.
Regular Salary Review can mitigate salary compression by conducting annual or biannual salary reviews to ensure pay rates remain competitive and equitable.

Separation, Retention & Career Management
Turnover and retention
	Concept
	How to distinguish it

	Functional turnover
	The departure of employees whose replacement may benefit the organization.

	Dysfunctional turnover
	The departure of employees who make valuable contributions and are important to retain.

	Voluntary turnover
	The employee chooses to leave.

	Involuntary turnover
	The employer initiates the separation.



Performance–replaceability matrix — Helps target retention effort; high performers who are difficult to replace usually require the strongest retention attention.
Exit interview — Collects information about why employees leave and can reveal patterns that inform retention improvements.
Employee engagement — A deeper level of involvement and commitment than simple job satisfaction; autonomy and ownership can strengthen it.
External retention challenge — Competitive job markets can make it harder to retain valuable employees.
Retirement management — Phased retirement can retain institutional knowledge while allowing employees to gradually reduce their workload.
Knowledge transfer — Organizations can preserve valuable expertise during retirement transitions through knowledge-transfer practices.
Alumni relations — Maintaining relationships with former employees can support employer branding, talent pipelines, customer relationships, and knowledge sharing.
Employer branding — A strong employer reputation can attract and retain talent.

	Concept
	How to distinguish it

	Coaching
	Usually targets current performance, skills, or a defined improvement need and includes follow-up on progress.

	Mentoring
	Usually supports broader, longer-term career and personal development; it may be formal or informal.

	Promotion
	Movement to a role with greater responsibility or status; decisions require attention to fairness and bias.



Separation support
Separation process — Plan the termination interview carefully; provide outplacement career and job-search support where applicable; and maintain clear performance documentation to reduce wrongful-discharge risk.
Layoff notice — Providing advance notice of layoffs is an important legal consideration in workforce reductions.
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Occupational Health, Safety & Well-Being
Strategic Occupational Health and Safety (OHS) — Integrates employee health and safety with organizational strategy, risk management, culture, performance measures, and long-term value.
	Concept
	How to distinguish it

	Proactive approach
	Anticipates and controls hazards before accidents occur.

	Reactive approach
	Responds after an incident or loss has occurred.

	Unsafe condition
	A hazardous feature of equipment, materials, environment, or workplace arrangement.

	Unsafe act
	An unsafe behavior that may arise from fatigue, lack of knowledge, attitudes, pressure, or intentional violation—not only deliberate misconduct.



Safety culture and responsibilities
Top management: Demonstrates visible commitment, leads by example, allocates resources, and treats safety as a shared value.
Supervisors: Reinforce procedures, conduct toolbox talks, provide feedback, and encourage reporting without fear.
Employees: Follow procedures, use controls correctly, report hazards, and contribute improvement ideas.
Hazard controls and learning
Safety inspection — A systematic check intended to identify hazards before they cause accidents.
Job Hazard Analysis (JHA) — Breaks a job into steps, identifies hazards associated with each step, and selects appropriate controls; considers worker, task, tools, and environment.
Personal Protective Equipment (PPE) — The last line of defense when other controls are insufficient; employees need training in correct use and maintenance.
Behavior-Based Safety — Uses observation of workplace behavior and constructive feedback to strengthen safe behavior.
Human error contributors — Fatigue, stress, distractions, and complacency can contribute to unsafe acts.
Safety incentives — Must be designed carefully because poorly designed rewards may discourage accurate injury reporting.
Stress, burnout, and support
	Concept
	How to distinguish it

	External stressors
	Workload, deadlines, conflict, job demands, and other workplace conditions.

	Internal contributors
	Personal traits or patterns such as perfectionism and workaholism.

	Burnout
	Extreme exhaustion from stress, marked by cynicism and reduced achievement—not ordinary short-term tiredness.



Unmanaged job stress can contribute to absenteeism and other negative work outcomes.
Support may include work–life balance, breaks, physical activity, and mental detachment after work.
Organizations can provide mental-health resources and train managers to support employees experiencing depression.







High-Value Distinctions to Memorize
	Concept
	How to distinguish it

	Opportunity vs threat
	Both are external; opportunity is favorable, threat is unfavorable.

	Demand vs supply forecast
	People needed versus people available.

	Internal vs external recruiting
	Known continuity versus new perspectives.

	Reliability vs validity
	Consistency versus appropriateness/accuracy of what is measured.

	Task vs performance analysis
	Job requirements versus current employee performance gaps.

	Appraisal vs performance management
	Periodic past evaluation versus ongoing strategic improvement.

	Internal vs external equity
	Fairness among internal jobs versus competitiveness with the labor market.

	Functional vs dysfunctional turnover
	Potentially beneficial departure versus loss of valuable talent.

	Coaching vs mentoring
	Current performance focus versus longer-term career development.

	Unsafe act vs unsafe condition
	Behavioral source versus workplace/environmental source.

	Stress vs burnout
	Pressure response versus severe exhaustion with cynicism and reduced achievement.



