STUDENT ZONE

Chapter 13

Evaluating Human Resource Management
CHAPTER OVERVIEW

This chapter introduces you to the different ways available to demonstrate the value-added of human resource management HRM. Major research designs for conducting HR strategy-performance links are included in the chapter: surveys, case studies, experimental and meta-analysis. As for HR-measurement, we examine statistical evaluation, financial evaluation and the use of HR audits and benchmarking. We also discuss the limitations of the research. Our intent is to help the reader make sense of research, but also to help you to be better consumers of published research in strategic HRM.  

Chapter objectives:  After studying this chapter, you should be able to:

1. Explain the importance of measuring the human resource management contribution in organizations
2. Describe some variables used to measure the value-added of HRM
3. Understand some techniques for evaluating the HRM function

4. Critically evaluate research on the HRM-performance link

CHAPTER OUTLINE

Introduction

The shift from orthodox personnel management to HRM has resulted in some organizations changing the focus of the HR specialist from an ‘employee advocate’ to a

‘member of the senior management team’. Within this context, we suggest that HR professionals are required to demonstrate the financial contribution, the ‘bottom-line contribution’, the return on investment (ROI) that the HR function makes to the firm’s performance.  

Rationale for HRM evaluation

The chapter identifies seven trends in management philosophy and practice that have changed the role of the HR specialist and the demand for HR measurement (see Figure 13.1). 

HRM in Practice 13.1 – ‘HR focusing on how it can add value.’

This example illustrates the increased importance of measuring HR added-value. 

Human resource management-Performance model

We present a model showing the relationship between HRM practices; employee performance measures (individual and group), the external context, and organizational operating and financial performance measures (see Figure 13.2). 

The challenges in selecting and using appropriate measurements are examined, and we address such questions as: ‘Do the measurements describe the phenomenon they claim to measure?’

RESEARCHING HRM: DESIGNS AND METHODS

The chapter gives an overview of four research designs:

· Survey research

· Qualitative case study research

· Experimental research (see Figure 13.3). 

· Meta-analysis (see Figure 13.4)

Some research problems are discussed: the research context, ‘What are the challenges for the researcher when he/she is “outside looking in”?’ The nature and size of the sample under investigation can be an issue, and the sources of the data employed.

We discuss the ‘constructivist’ approach that suggests that what the manager and the workplace actually are is a consequence of various accounts and interpretations. To what extent do managers act as ‘practical authors’ of their own identities? 

Approaches to evaluating human resource strategy

It is acknowledged that there are gaps in our knowledge with regard to measuring the HRM-performance link. Three ways of evaluating HRM practices and the HRM system are examined:

· statistical evaluation (see Tables 13.1 and 13.2) 

· financial evaluation

A practical example is used to illustrate the return on investment (ROI) formula: ROI = HRM intervention costs Net benefits.
· HRM system evaluation

Two methods to evaluate entire HRM systems are discussed:

· HRM auditing – the benefits are shown in Figure 13.5 

· HRM benchmarking. The benchmarking process is shown diagrammatically in Figure 13.6. 

Empirical research suggests that the greater the degree of competition faced by an organization, the greater the propensity for the organization to engage in benchmarking (see Table 13.3).

Demonstrating the HR strategy-firm performance link

In recent years, demonstrating the association between HR strategy and firm performance has become a dominant research focus. 

The chapter critically examines eleven studies that seek to examine HR strategy-performance link: Arthur (1994), MacDuffie (1995), Frits and MacDuffie (1996) (see Figure 13.7), Huselid (1995) (see Table 13.4), Delaney and Huselid (1996), Youndt et al. (1996), Ichniowski et al. (1996) and Betcherman et al. (1994). 

HRM in practice 13.3 – HR ‘can lower NHS death rates’

This reported study illustrates an apparent direct link between the quality of HR practices and patient mortality in the British health care system.  

European studies include, Cully et al. (1999), Addison et al (2000), and Buyens and De Vos (2001).
Theorizing the HRM-Performance link

The core assumption that ‘committed’ workers ( arising from a ‘progressive’ HRM strategy) are more productive is examined in the final section. 

The three interrelated processes that explain the HRM contribution to organizational outcomes are:

· HR strategy

· Maximizing human capital potential

· Employee motivation and contribution to decision-making are critically evaluated through the use of Figure 13.8.
ENGAGING IN CRITICAL THINKING

· REFLECTIVE QUESTION/ESSAY QUESTION 

‘HR measurement is central to the future growth and success of the HRM profession’ states Paul Juniper, President of the HR Professional Association of Ontario, Canada. Discuss.  

· HELP TO STUDENTS
After reading Chapter 13, you should understand why there is so much interest in evaluating the value-added of various HR strategies, and have a pretty good idea of the basic methodological issues that confront any HRM research project. In this question you are being asked to demonstrate your knowledge and understanding of the why and how arguments related to HR measurement. When attempting to answer this question, you should try to break the question down and assess what is actually required. The question title is based on the material contained in Chapter 13. The assignment asks you to ‘discuss’, which means examine by argument, presenting various sides of the subject and forming your own conclusion. A comprehensive answer will discuss the rationale for HR measurement, draw upon the empirical studies measuring the apparent association between HR strategies and organizational performance, and critically evaluate the methodological strengths and weaknesses of the various methods of data collection used in HR research. 

CHAPTER CASE STUDY: ALPHA HOTEL

This case study originated from research one of us conducted for an interactive CD-ROM on organizational leadership. The case reflects the current focus on HR measurement, and is designed to give students the opportunity to practise the arguments for a value-added approach to HRM and apply the ROI formula.  

· STUDY TIP TO STUDENTS

For information on quantitative (statistical) research methods, go to http://www.robertniles.com/stats/; for information on qualitative research, go to http://www.nova.edu/ssss/QR/web.html. 
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