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HUMAN RESOURCES 

 
WHAT IS HRM? 

 

Human resource management (HRM) is the process of employing people, training them, 

compensating them, developing policies relating to them, and developing strategies to retain them. 
As a field, HRM has undergone many changes over the last twenty years, giving it an even more 

important role in today’s organizations. In the past, HRM meant processing payroll, sending 
birthday gifts to employees, arranging company outings, and making sure forms were filled out 

correctly—in other words, more of an administrative role rather than a strategic role crucial to the 

success of the organization. Jack Welch, former CEO of General Electric and management guru, 
sums up the new role of HRM: “Get out of the parties and birthdays and enrollment forms.… 

Remember, HR is important in good times, HR is defined in hard times” 
 

It’s necessary to point out here, at the very beginning of this text, that every manager has some role 

relating to human resource management. Just because we do not have the title of HR manager doesn’t 

mean we won’t perform all or at least some of the HRM tasks. For example, most managers deal with 

compensation, motivation, and retention of employees—making these aspects not only part of HRM 

but also part of management. As a result, this book is equally important to someone who wants to be 

an HR manager and to someone who will manage a business. 

 
 

 

 

The Role of HRM 

 

Keep in mind that many functions of HRM are also tasks other department managers perform, 
which is what makes this information important, despite the career path taken. Most experts agree 
on seven main roles that HRM plays in organizations. These are described in the following sections. 

 
Staffing 

 

You need people to perform tasks and get work done in the organization. Even with the most 
sophisticated machines, humans are still needed. Because of this, one of the major tasks in HRM 
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Human Resource Recall 

Have you ever had to work with a human resource department at your job? What was the 
interaction like? What was the department’s role in that specific organization? 
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is staffing. Staffing involves the entire hiring process from posting a job to negotiating a salary 
package. Within the staffing function, there are four main steps: 

 

1. Development of a staffing plan. This plan allows HRM to see how many people they should 

hire based on revenue expectations. 

2. Development of policies to encourage multiculturalism at work. Multiculturalism in the 

workplace is becoming more and more important, as we have many more people from a variety of 

backgrounds in the workforce. 

3. Recruitment. This involves finding people to fill the open positions. 

4. Selection. In this stage, people will be interviewed and selected, and a proper compensation 

package will be negotiated. This step is followed by training, retention, and motivation. 

 
Development of Workplace Policies 

 

Every organization has policies to ensure fairness and continuity within the organization. One of the 

jobs of HRM is to develop the verbiage surrounding these policies. In the development of policies, 

HRM, management, and executives are involved in the process. For example, the HRM professional 

will likely recognize the need for a policy or a change of policy, seek opinions on the policy, write 

the policy, and then communicate that policy to employees. It is key to note here that HR departments 

do not and cannot work alone. Everything they do needs to involve all other departments in the 

organization. Some examples of workplace policies might be the following: 

 

 Discipline process policy 

 Vacation time policy 

 Dress code 

 Ethics policy 

 Internet usage policy 

 
Compensation and Benefits Administration 

 

HRM professionals need to determine that compensation is fair, meets industry standards, and is 
high enough to entice people to work for the organization. Compensation includes anything the 

employee receives for his or her work. In addition, HRM professionals need to make sure the pay 
is comparable to what other people performing similar jobs are being paid. This involves setting 

up pay systems that take into consideration the number of years with the organization, years of 

experience, education, and similar aspects. Examples of employee compensation include the 
following: 

 
 Pay 

 Health benefits 
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 401(k) (retirement plans) 

 Stock purchase plans 

 Vacation time 

 Sick leave 

 Bonuses 

 Tuition reimbursement 
 

Retention 

 

Retention involves keeping and motivating employees to stay with the organization. 
Compensation is a major factor in employee retention, but there are other factors as well. Ninety 
percent of employees leave a company for the following reasons: 

 

1. Issues around the job they are performing 

2. Challenges with their manager 

3. Poor fit with organizational culture 

4. Poor workplace environment 

 
Despite this, 90 percent of managers think employees leave as a result of pay.As a result, managers 
often try to change their compensation packages to keep people from leaving, when compensation 
isn’t the reason they are leaving at all. 

 
Training and Development 

 

Once we have spent the time to hire new employees, we want to make sure they not only are trained 

to do the job but also continue to grow and develop new skills in their job. This results in higher 

productivity for the organization. Training is also a key component in employee motivation. 

Employees who feel they are developing their skills tend to be happier in their jobs, which results in 

increased employee retention. Examples of training programs might include the following: 

 

 Job skills training, such as how to run a particular computer program 

 Training on communication 

 Team-building activities 

 Policy and legal training, such as sexual harassment training and ethics training 
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Dealing with Laws Affecting Employment 

 

Human resource people must be aware of all the laws that affect the workplace. An HRM 
professional might work with some of these laws: 

 

 Discrimination laws 

 Health-care requirements 

 Compensation requirements such as the minimum wage 

 Worker safety laws 

 Labor laws 

 
The legal environment of HRM is always changing, so HRM must always be aware of changes 
taking place and then communicate those changes to the entire management organization. 

 
Worker Protection 

 

Safety is a major consideration in all organizations. Oftentimes new laws are created with the goal 
of setting federal or state standards to ensure worker safety. Unions and union contracts can also 
impact the requirements for worker safety in a workplace. It is up to the human resource manager 
to be aware of worker protection requirements and ensure the workplace is meeting both federal 
and union standards. Worker protection issues might include the following: 

 

 Chemical hazards 

 Heating and ventilation requirements 

 Use of “no fragrance” zones 

 Protection of private employee information 

 
Communication 

 

Besides these major roles, good communication skills and excellent management skills are key to 
successful human resource management as well as general management. 

 
Awareness of External Factors 

 

In addition to managing internal factors, the HR manager needs to consider the outside forces at 
play that may affect the organization. Outside forces, or external factors, are those things the 
company has no direct control over; however, they may be things that could positively or 
negatively impact human resources. External factors might include the following: 
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1. Globalization and offshoring 

2. Changes to employment law 

3. Health-care costs 

4. Employee expectations 

5. Diversity of the workforce 

6. Changing demographics of the workforce 

7. A more highly educated workforce 

8. Layoffs and downsizing 

9. Technology used, such as HR databases 

10. Increased use of social networking to distribute information to employees 

 
For example, the recent trend in flexible work schedules (allowing employees to set their own 
schedules) and telecommuting (allowing employees to work from home or a remote location for 

a specified period of time, such as one day per week) are external factors that have affected HR. 
HRM has to be aware of these outside issues, so they can develop policies that meet not only the 

needs of the company but also the needs of the individuals. Another example is the Patient 

Protection and Affordable Care Act, signed into law in 2010. Compliance with this bill has huge 
implications for HR. For example, a company with more than fifty employees must provide health-

care coverage or pay a penalty. Currently, it is estimated that 60 percent of employers offer health-
care insurance to their employees. Because health-care insurance will be mandatory, cost concerns 

as well as using health benefits as a recruitment strategy are big external challenges. Any manager 
operating without considering outside forces will likely alienate employees, resulting in 

unmotivated, unhappy workers. Not understanding the external factors can also mean breaking the 
law, which has a concerning set of implications as well. 
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An understanding of key external factors is important to the successful HR professional. This 
allows him or her to be able to make strategic decisions based on changes in the external 
environment. To develop this understanding, reading various publications is necessary. 

 
One way managers can be aware of the outside forces is to attend conferences and read various 
articles on the web. For example, the website of the Society for Human Resource Management, 

SHRM Online1, not only has job postings in the field but discusses many contemporary human 
resource issues that may help the manager make better decisions when it comes to people 
management. 

 

Most professionals agree that there are seven main tasks HRM professionals perform. All these 
need to be considered in relation to external and outside forces. 

 
SKILLS NEEDED FOR HRM 

 
 

One of the major factors of a successful manager or human resource (HR) manager is an array of 
skills to deal with a variety of situations. It simply isn’t enough to have knowledge of HR, such 
as knowing which forms need to be filled out. It takes multiple skills to create and manage people, 
as well as a cutting-edge human resource department. 

 

The first skill needed is organization. The need for this skill makes sense, given that you are 
managing people’s pay, benefits, and careers. Having organized files on your computer and good 
time-management skills are crucial for success in any job, but especially if you take on a role in 
human resources. 
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Like most jobs, being able to multitask—that is, work on more than one task at a time—is 

important in managing human resources. A typical person managing human resources may have 

to deal with an employee issue one minute, then switch and deal with recruiting. Unlike many 

management positions, which only focus on one task or one part of the business, human resources 

focuses on all areas of the business, where multitasking is a must. 
 

As trite as it may sound, people skills are necessary in any type of management and perhaps might be 

the most important skills for achieving success at any job. Being able to manage a variety of 

personalities, deal with conflict, and coach others are all in the realm of people management. The 

ability to communicate goes along with people skills. The ability to communicate good news (hiring 

a new employee), bad news (layoffs), and everything in between, such as changes to policy, makes for 

an excellent manager and human resource management (HRM) professional. 
 

Keys to a successful career in HRM or management include understanding specific job areas, such 
as managing the employee database, understanding employment laws, and knowing how to write 
and develop a strategic plan that aligns with the business. All these skills will be discussed in this 
book. 

 

A strategic mind-set as an HR professional is a key skill as well. A person with a strategic mind- 
set can plan far in advance and look at trends that could affect the environment in which the 
business is operating. Too often, managers focus on their own area and not enough on the business 
as a whole. The strategic HR professional is able to not only work within his or her area but also 
understand how HR fits into the bigger picture of the business. 

Ethics and a sense of fairness are also necessary in human resources. Ethics is a concept that 

examines the moral rights and wrongs of a certain situation. Consider the fact that many HR 

managers negotiate salary and union contracts and manage conflict. In addition, HR managers 

have the task of ensuring compliance with ethics standards within the organization. Many HR 

managers are required to work with highly confidential information, such as salary information, 

so a sense of ethics when managing this information is essential. 
 

Ethics is perhaps one of the most important aspects to being a great HR professional. This 
humorous video shows how unethical behavior can undermine motivation at work. 

 

Having said that, for those of you wanting a career in HRM, there are three exams you can take 
to show your mastery of HRM material: 

 

1. Professional in Human Resources (PHR). To take this exam, an HR professional must have at 

least two years’ experience. The exam is four hours long and consists of 225 multiple-choice 

questions in a variety of areas. Twelve percent of the test focuses on strategic management, 26 

percent on workforce planning, 17 percent on human resource development, 16 percent on 

rewards, 22 percent on employee and labor relations, and 7 percent on risk management. The 

application process for taking the exam is given on the Human Resource Certification Institute 

website at http://www.hrci.org. 

2. Senior Professional in Human Resources (SPHR). This exam is designed for HR professionals 

who focus on designing and planning, rather than actual implementation. It is recommended that 
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the person taking this exam has six to eight years of experience and oversees and manages an HR 
department. In this test, the greater focus is on the strategic aspect of HRM. 

3. Global Professional in Human Resources (GPHR). This exam is for HR professionals who 

perform many of their tasks on a global level and whose companies often work across borders. 

This exam is three hours long, with 165 multiple-choice questions. A person with two years of 

professional experience can take the certification test. However, because the test has the 

international aspect, someone who designs HR-related programs and processes to achieve business 

goals would be best suited to earn this certification. 

 
The benefits of achieving certifications are great. In addition to demonstrating the abilities of the 
HR professional, certification allows the professional to be more marketable in a very competitive 
field. 

 
Most companies need a human resource department or a manager with HR skills. The industries 
and job titles are so varied that it is possible only to list general job titles in human resources: 

 

1. Recruiter 

2. Compensation analyst 

3. Human resources assistant 

4. Employee relations manager 

5. Benefits manager 

6. Work-life coordinator 

7. Training and development manager 

8. Human resources manager 

9. Vice president for human resources 

 
This is not an exhaustive list, but it can be a starting point for research on this career path. 

 
TODAY’S HRM CHALLENGES 

 
 

 One of the most important aspects to productive HRM is to ensure the department adds value 
to the rest of the organization, based on the organization’s strategic plan. 

 One of the major challenges of HRM is containment of costs. This can be done in several 
ways, for example, in the way health care and benefits are offered. Many companies are 
developing cafeteria plans that satisfy the employee and help contain costs. 

 HRM can also contain costs by developing and managing training programs and ensuring 
employees are well trained to be productive in the job. 
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 Hiring is a very expensive part of human resources, and therefore HRM should take steps to 
ensure they are hiring the right people for the job the first time. Turnover is a term used to 
describe the departure of an employee. 

 Poor communication results in wasting time and resources. We can communicate better by 
understanding communication channels, personalities, and styles. 

 Technology is also a challenge to be met by human resources. For example, employees may 
request alternative work schedules because they can use technology at home to get their work 
done. 

 Because technology is part of our work life, cyberloafing, or employees spending too much time 
on the Internet, creates new challenges for managers. Technology can also create challenges 
such as workplace stress and lack of work-life balance. 

 The economy is a major factor in human resource management. HR managers, no matter what 
the state of the economy, must plan effectively to make sure they have the right number of 
workers at the right time. When we deal with a down economy, the legal and union implications 
of layoffs must be considered, and in an up economy, hiring of workers to meet the internal 
demand is necessary. 

 The retirement of baby boomers is creating a gap in the workplace, related to not only the number 

of people available but also the skills people have. Multigenerational companies, or companies 
with workers of a variety of ages, must find ways to motivate employees, even though those 

employees may have different needs. HR must be aware of this and continually plan for the 

challenge of a changing workforce. Diversity in the workplace is an important challenge in 
human resource management. 

 Ethics and monitoring of ethical behavior are also challenges in HRM. Setting ethical standards 
and monitoring ethical behavior, including developing a code of conduct, is a must for any 
successful business. 

 
If you were to ask most business owners what their biggest challenges are, they will likely tell you 
that cost management is a major factor to the success or failure of their business. In most businesses 
today, the people part of the business is the most likely place for cuts when the economy isn’t 
doing well. 

 

Consider the expenses that involve the people part of any business: 

 

1. Health-care benefits 

2. Training costs 

3. Hiring process costs 

4. And many more… 

 
These costs cut into the bottom line of any business. The trick is to figure out how much, how 
many, or how often benefits should be offered, without sacrificing employee motivation. A 
company can cut costs by not offering benefits or 401(k) plans, but if its goal is to hire the best 
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people, a hiring package without these items will most certainly not get the best people. 
Containment of costs, therefore, is a balancing act. An HR manager must offer as much as he or 
she can to attract and retain employees, but not offer too much, as this can put pressure on the 
company’s bottom line. We will discuss ways to alleviate this concern throughout this book. 

 

For example, there are three ways to cut costs associated with health care: 

 

1. Shift more of the cost of health care to employees 

2. Reduce the benefits offered to cut costs 

3. Change or better negotiate the plan to reduce health-care cost 

 

PLANNING AND RECRUITMENT 

PLANNING 

The strategic plan may include long-term goals, while the HR plan may include short-term 
objectives that are tied to the overall strategic plan. More recently, however, the personnel 

department has divided into human resource management and human resource development, as 
these functions have evolved over the century. HRM is not only crucial to an organization’s 

success, but it should be part of the overall company’s strategic plan, because so many businesses 

today depend on people to earn profits. Strategic planning plays an important role in how 
productive the organization is. 

 

 

Table 2.1 Examples of Differences between Personnel Management and HRM 
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Personnel Management Focus HRM Focus 

Administering of policies Helping to achieve strategic goals through people 

Stand-alone programs, such as training 
HRM training programs that are integrated with company’s 

mission and values 



CCW331-BUSINESS ANALYTICS UNIT-IV 

 

 

 
 

 
 

Most people agree that the following duties normally fall under HRM. Each of these aspects has 
its own part within the overall strategic plan of the organization: 

 

1. Staffing. Staffing includes the development of a strategic plan to determine how many people you might 

need to hire. Based on the strategic plan, HRM then performs the hiring process to recruit and select the 

right people for the right jobs. 

2. Basic workplace policies. Development of policies to help reach the strategic plan’s goals is the job of 

HRM. After the policies have been developed, communication of these policies on safety, security, 

scheduling, vacation times, and flextime schedules should be developed by the HR department. Of 
course, the HR managers work closely with supervisors in organizations to develop these policies. 
Workplace policies will be addressed throughout the book. 

3. Compensation and benefits. In addition to paychecks, 401(k) plans, health benefits, and other perks are 

usually the responsibility of an HR manager. 

4. Retention. Assessment of employees and strategizing on how to retain the best employees is a task that 

HR managers oversee, but other managers in the organization will also provide input. 

5. Training and development. Helping new employees develop skills needed for their jobs and helping 

current employees grow their skills are also tasks for which the HRM department is responsible. 

Determination of training needs and development and implementation of training programs are important 

tasks in any organization. Succession planning includes handling the departure of managers and making 

current employees ready to take on managerial roles when a manager does leave. 

 
6. Regulatory issues and worker safety. Keeping up to date on new regulations relating to employment, 

health care, and other issues is generally a responsibility that falls on the HRM department. 

 
In smaller organizations, the manager or owner is likely performing the HRM. They hire people, train them, and 

determine how much they should be paid. Larger companies ultimately perform the same tasks, but because they 

have more employees, they can afford to employ specialists, or human resource managers, to handle these areas 

of the business. As a result, it is highly likely that you, as a manager or entrepreneur, will be performing HRM 

tasks, hence the value in understanding the strategic components of HRM. 
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Personnel department responsible for 

managing people 

Line managers share joint responsibility in all areas of 

people hiring and management 

Creates a cost within an organization Contributes to the profit objectives of the organization 
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HRM vs. Personnel Management 

 

Human resource strategy is an elaborate and systematic plan of action developed by a human 
resource department. This definition tells us that an HR strategy includes detailed pathways to 
implement HRM strategic plans and HR plans. Think of the HRM strategic plan as the major 
objectives the organization wants to achieve, and the HR plan as the specific activities carried 
out to achieve the strategic plan. 

 
As mentioned at the beginning of this chapter, human resource departments in the past were called 
personnel departments. This term implies that the department provided “support” for the rest of 

the organization. Companies now understand that the human side of the business is the most 
important asset in any business (especially in this global economy), and therefore HR has much 

more importance than it did twenty years ago. While personnel management mostly involved 
activities surrounding the hiring process and legal compliance, human resources involves much 

more, including strategic planning, which is the focus of this chapter. The Ulrich HR model, a 

common way to look at HRM strategic planning, provides an overall view of the role of HRM in 
the organization. His model is said to have started the movement that changed the view of HR; no 

longer merely a functional area, HR became more of a partnership within the organization. While 
his model has changed over the years, the current model looks at alignment of HR activities with 

the overall global business strategy to form a strategic partnership. His newly revised model looks 
at five main areas of HR: 

 

1. Strategic partner. Partnership with the entire organization to ensure alignment of the HR 

function with the needs of the organization. 

2. Change agent. The skill to anticipate and respond to change within the HR function, but as a 

company as a whole. 

3. Administrative expert and functional expert. The ability to understand and implement 

policies, procedures, and processes that relate to the HR strategic plan. 

4. Human capital developer. Means to develop talent that is projected to be needed in the future. 

5. Employee advocate. Works for employees currently within the organization. 

 
According to Ulrich (Ulrich, 2011), implementation of this model must happen with an 
understanding of the overall company objectives, problems, challenges, and opportunities. For 
example, the HR professional must understand the dynamic nature of the HRM environment, such 
as changes in labor markets, company culture and values, customers, shareholders, and the 
economy. Once this occurs, HR can determine how best to meet the needs of the organization 
within these five main areas. 
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To be successful in writing an HRM strategic plan, one must understand the dynamic external 
environment. 

 
HRM as a Strategic Component of the Business 

 

David Ulrich discusses the importance of bringing HR to the table in strategic planning.Keeping 

the Ulrich model in mind, consider these four aspects when creating a good HRM strategic plan: 
 

1. Make it applicable. Often people spend an inordinate amount of time developing plans, but the plans sit 

in a file somewhere and are never actually used. A good strategic plan should be the guiding principles 

for the HRM function. It should be reviewed and changed as aspects of the business change. Involvement 

of all members in the HR department if it’s a larger department) and communication among everyone 

within the department will make the plan better. 

2. Be a strategic partner. Alignment of corporate values in the HRM strategic plan should be a major 

objective of the plan. In addition, the HRM strategic plan should be aligned with the mission and objectives 

of the organization as a whole. For example, if the mission of the organization is to promote social 

responsibility, then the HRM strategic plan should address this in the hiring criteria. 

3. Involve people. An HRM strategic plan cannot be written alone. The plan should involve everyone in the 

organization. For example, as the plan develops, the HR manager should meet with various people in 

departments and find out what skills the best employees have. Then the HR manager can make sure the 

people recruited and interviewed have similar qualities as the best people already doing the job. In addition, 

the HR manager will likely want to meet with the financial department and executives who do the 

budgeting, so they can determine human resource needs and recruit the right number of people at the right 

times. In addition, once the HR department determines what is needed, communicating a plan can gain 

positive feedback that ensures the plan is aligned with the business objectives. 
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4. Understand how technology can be used. Organizations oftentimes do not have the money or the inclination 

to research software and find budget-friendly options for implementation. People are sometimes nervous about 

new technology. However, the best organizations are those that embrace technology and find the right technology 

uses for their businesses. There are thousands of HRM software options that can make the HRM processes faster, 

easier, and more effective. Good strategic plans address this aspect. 

 
HR managers know the business and therefore know the needs of the business and can develop a 
plan to meet those needs. They also stay on top of current events, so they know what is happening 
globally that could affect their strategic plan. If they find out, for example, that an economic 
downturn is looming, they will adjust their strategic plan. In other words, the strategic plan needs 
to be a living document, one that changes as the business and the world changes. 

 
The Steps to Strategic Plan Creation 

 

HRM strategic plans must have several elements to be successful. There should be a distinction 

made here: the HRM strategic plan is different from the HR plan. Think of the HRM strategic plan 

as the major objectives the organization wants to achieve, while the HR plan consists of the 
detailed plans to ensure the strategic plan is achieved. Oftentimes the strategic plan is viewed as 

just another report that must be written. Rather than jumping in and writing it without much 
thought, it is best to give the plan careful consideration. 

 

The goal of “Conduct a Strategic Analysis” is to provide you with some basic elements to 
consider and research before writing any HRM plans. 

 
Conduct a Strategic Analysis 

 

A strategic analysis looks at three aspects of the individual HRM department: 

1. Understanding of the company mission and values. It is impossible to plan for HRM if one does 

not know the values and missions of the organization. As we have already addressed in this chapter, 

it is imperative for the HR manager to align department objectives with organizational objectives. 

It is worthwhile to sit down with company executives, management, and supervisors to make sure 

you have a good understanding of the company mission and values. 
 

Another important aspect is the understanding of the organizational life cycle. You may have 
learned about the life cycle in marketing or other business classes, and this applies to HRM, too. 

An organizational life cycle refers to the introduction, growth, maturity, and decline of the 
organization, which can vary over time. For example, when the organization first begins, it is in 

the introduction phase, and a different staffing, compensation, training, and labor/employee 
relations strategy may be necessary to align HRM with the organization’s goals. This might be 

opposed to an organization that is struggling to stay in business and is in the decline phase. That 

same organization, however, can create a new product, for example, which might again put the 
organization in the growth phase. Table 2.2 “Lifecycle Stages and HRM Strategy” explains some 

of the strategies that may be different depending on the organizational life cycle. 
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2. Understanding of the HRM department mission and values. HRM departments must develop 

their own departmental mission and values. These guiding principles for the department will 

change as the company’s overall mission and values change. Often the mission statement is a list 

of what the department does, which is less of a strategic approach. Brainstorming about HR goals, 

values, and priorities is a good way to start. The mission statement should express how an 

organization’s human resources help that organization meet the business goals. A poor mission 

statement might read as follows: “The human resource department at Techno, Inc. provides 

resources to hiring managers and develops compensation plans and other services to assist the 

employees of our company.” 
 

A strategic statement that expresses how human resources help the organization might read as 

follows: “HR’s responsibility is to ensure that our human resources are more talented and 

motivated than our competitors’, giving us a competitive advantage. This will be achieved by 
monitoring our turnover rates, compensation, and company sales data and comparing that data to 

our competitors” (Kaufman, 2011). When the mission statement is written in this way, it is easier 
to take a strategic approach with the HR planning process. 

3. Understanding of the challenges facing the department. HRM managers cannot deal with change 

quickly if they are not able to predict changes. As a result, the HRM manager should know what upcoming 

challenges may be faced to make plans to deal with those challenges better when they come. This makes 

the strategic plan and HRM plan much more usable. 

 
Table 2.2 Lifecycle Stages and HRM Strategy 

 

 

Life Cycle 

Stage 

 

 
Staffing 

 

 
Compensation 

 

Training and 

Development 

 

Labor / Employee 

Relations 

 

 

 
Introduction 

 

 
Attract best technical 

and professional 

talent. 

 

Meet or exceed 

labor market rates to 

attract needed 

talent. 

 

Define future skill 

requirements and 

begin establishing 

career ladders. 

 

Set basic 

employee-relations 

philosophy of 

organization. 

 

 

 

 
Growth 

 

Recruit adequate 

numbers and mix of 

qualifying workers. 

Plan management 

succession. Manage 

rapid internal labor 

market movements. 

 

Meet external 

market but consider 

internal  equity 

effects. Establish 

formal 

compensation 

structures. 

 

Mold effective 

management team 

through 

management 

development and 

organizational 

development. 

 

 

 
Maintain labor 

peace, employee 

motivation,  and 

morale. 
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Life Cycle 

Stage 

 

 
Staffing 

 

 
Compensation 

 

Training and 

Development 

 

Labor / Employee 

Relations 

 

 

 

 

Maturity 

 

Encourage  sufficient 

turnover to minimize 

layoffs and provide 

new  openings. 

Encourage mobility as 

reorganizations shift 

jobs around. 

 

 

 

 
Control 

compensation costs. 

 

 

 
Maintain 

flexibility and 

skills of an aging 

workforce. 

 

 

 
Control labor costs 

and maintain labor 

peace. Improve 

productivity. 

 

 

 

 

 
Decline 

 

 
Plan and implement 

workforce reductions 

and reallocations; 

downsizing and 

outplacement         may 

occur during this stage. 

 

 

 

 

Implement tighter 

cost control. 

 

 

 

Implement 

retraining and 

career consulting 

services. 

 

Improve 

productivity  and 

achieve flexibility 

in work  rules. 

Negotiate job 

security and 

employment- 

adjustment policies 

. 

 

Identify Strategic HR Issues 

 

In this step, the HRM professionals will analyze the challenges addressed in the first step. For 
example, the department may see that it is not strategically aligned with the company’s mission 
and values and opt to make changes to its departmental mission and values as a result of this 
information. 

 

Many organizations and departments will use a strategic planning tool that identifies strengths, 

weaknesses, opportunities, and threats (SWOT analysis) to determine some of the issues they are 
facing. Once this analysis is performed for the business, HR can align itself with the needs of the 

business by understanding the business strategy. See Table 2.3 “Sample HR Department SWOT 
Analysis for Techno, Inc.” for an example of how a company’s SWOT analysis can be used to 

develop a SWOT analysis for the HR department. 
 

Once the alignment of the company SWOT is completed, HR can develop its own SWOT analysis to 

determine the gaps between HR’s strategic plan and the company’s strategic plan. For example, 
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if the HR manager finds that a department’s strength is its numerous training programs, this is 

something the organization should continue doing. If a weakness is the organization’s lack of 
consistent compensation throughout all job titles, then the opportunity to review and revise the 

compensation policies presents itself. In other words, the company’s SWOT analysis provides a 
basis to address some of the issues in the organization, but it can be whittled down to also address 

issues within the department. 

Table 2.3 Sample HR Department SWOT Analysis for Techno, Inc. 

 

 

 

 

 

 

 

 
Strengths 

 

Hiring talented people 

 

Company growth 

 

Technology implementation for business processes 

 

Excellent relationship between HRM and management/executives 

 

 

 

 

 

 

 

 
 

Weaknesses 

 

No strategic plan for HRM 

 

No planning for up/down cycles 

 

No formal training processes 

 

Lacking of software needed to manage business processes, including go-to-market 

staffing strategies 

 
 

17 
  



EnggTree.com 

CCW331-BUSINESS ANALYTICS UNIT-IV 

 

 

 

 
 

 
 
 
 
 
 
 
 
 

 
Opportunities 

 

Development of HRM staffing plan to meet industry growth 

 

HRM software purchase to manage training, staffing, assessment needs for an 

unpredictable business cycle 

 

Continue development of HRM and executive relationship by attendance and 

participation in key meetings and decision-making processes 

 

Develop training programs and outside development opportunities to continue 

development of in-house marketing expertise 

 
 
 

Threats 

 

Economy 

 

Changing technology 

 

Prioritize Issues and Actions 

 

Based on the data gathered in the last step, the HRM manager should prioritize the goals and then put 

action plans together to deal with these challenges. For example, if an organization identifies that they 

lack a comprehensive training program, plans should be developed that address this need. 

 
An important aspect of this step is the involvement of the management and executives in the 
organization. Once you have a list of issues you will address, discuss them with the management 
and executives, as they may see other issues or other priorities differently than you. Remember, to 
be effective, HRM must work with the organization and assist the organization in meeting goals. 
This should be considered in every aspect of HRM planning. 
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Draw Up an HRM Plan 

 

Once the HRM manager has met with executives and management, and priorities have been agreed 
upon, the plans are ready to be developed. Sometimes companies have great strategic plans, but 
when the development of the details occurs, it can be difficult to align the strategic plan with 
the more detailed plans. An HRM manager should always refer to the overall strategic plan before 
developing the HRM strategic plan and HR plans. 

 

Even if a company does not have an HR department, HRM strategic plans and HR plans should 
still be developed by management. By developing and monitoring these plans, the organization 
can ensure the right processes are implemented to meet the ever-changing needs of the 
organization. The strategic plan looks at the organization as a whole, the HRM strategic plan looks 
at the department as a whole, and the HR plan addresses specific issues in the human resource 
department. 

Writing the HRM Plan 
 
 

As the HR manager, you have access to sensitive data, such as pay information. As you are looking 

at pay for each employee in the marketing department, you notice that two employees with the same 

job title and performing the same job are earning different amounts of money. As you dig deeper, you 

notice the employee who has been with the company for the least amount of time is actually getting 

paid more than the person with longer tenure. A brief look at the performance evaluations shows they 

are both star performers. You determine that two different managers hired the employees, and one 

manager is no longer with the organization. How would you handle this? 

 
The six parts of the HRM plan include the following: 

 

1. Determine human resource needs. This part is heavily involved with the strategic plan. What growth or 

decline is expected in the organization? How will this impact your workforce? What is the economic 

situation? What are your forecasted sales for next year? 

2. Determine recruiting strategy. Once you have a plan in place, it’s necessary to write down a strategy 

addressing how you will recruit the right people at the right time. 

3. Select employees. The selection process consists of the interviewing and hiring process. 

4. Develop training. Based on the strategic plan, what training needs are arising? Is there new software that 

everyone must learn? Are there problems in handling conflict? Whatever the training topics are, the HR 

manager should address plans to offer training in the HRM plan. 

5. Determine compensation. In this aspect of the HRM plan, the manager must determine pay scales and 

other compensation such as health care, bonuses, and other perks. 

6. Appraise performance. Sets of standards need to be developed so you know how to rate the performance 

of your employees and continue with their development. 
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As you can see from this figure, the company strategic plan ties into the HRM strategic plan, and from the HRM strategic plan, the HR plan can be developed. 

 

 

Determine Human Resource Needs 

 

The first part of an HR plan will consist of determining how many people are needed. This step 
involves looking at company operations over the last year and asking a lot of questions: 

 
1. Were enough people hired? 

2. Did you have to scramble to hire people at the last minute? 

3. What are the skills your current employees possess? 

4. What skills do your employees need to gain to keep up with technology? 

5. Who is retiring soon? Do you have someone to replace them? 

6. What are the sales forecasts? How might this affect your hiring? 
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These are the questions to answer in this first step of the HR plan process. As you can imagine, 
this cannot be done alone. Involvement of other departments, managers, and executives should 
take place to obtain an accurate estimate of staffing needs for now and in the future. 

 

Many HR managers will prepare an inventory of all current employees, which includes their 
educational level and abilities. This gives the HR manager the big picture on what current 

employees can do. It can serve as a tool to develop employees’ skills and abilities, if you know 
where they are currently in their development. For example, by taking an inventory, you may 

find out that Richard is going to retire next year, but no one in his department has been identified 
or trained to take over his role. Keeping the inventory helps you know where gaps might exist and 

allows you to plan for these gaps. 

 
Recruit 

 

Recruitment is an important job of the HR manager. Knowing how many people to hire, what 
skills they should possess, and hiring them when the time is right are major challenges in the area 

of recruiting. Hiring individuals who have not only the skills to do the job but also the attitude, 
personality, and fit can be the biggest challenge in recruiting. Depending on the type of job you 

are hiring for, you might place traditional advertisements on the web or use social networking sites 

as an avenue. Some companies offer bonuses to employees who refer friends. No matter where 
you decide to recruit, it is important to keep in mind that the recruiting process should be fair and 

equitable and diversity should be considered. 
 

Depending on availability and time, some companies may choose to outsource their recruiting 

processes. For some types of high-level positions, a head hunter will be used to recruit people 
nationally and internationally. A head hunter is a person who specializes in matching jobs with 

people, and they usually work only with high-level positions. Another option is to use an agency 
that specializes in hiring people for a variety of positions, including temporary and permanent 

positions. Some companies decide to hire temporary employees because they anticipate only a 

short-term need, and it can be less expensive to hire someone for only a specified period of time. 
 

No matter how it is done, recruitment is the process of obtaining résumés of people interested in 
the job. In our next step, we review those résumés, interview, and select the best person for the 
job. 

 
Select 

 

After you have reviewed résumés for a position, now is the time to work toward selecting the right 
person for the job. Numerous studies have been done, and while they have various results, the 
majority of studies say it costs an average of $45,000 to hire a new manager (Herman, 1993). While 
this may seem exaggerated, consider the following items that contribute to the cost: 

 

1. Time to review résumés 

2. Time to interview candidates 
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3. Interview expenses for candidates 

4. Possible travel expenses for new hire or recruiter 

5. Possible relocation expenses for new hire 

6. Additional bookkeeping, payroll, 401(k), and so forth 

7. Additional record keeping for government agencies 

8. Increased unemployment insurance costs 

9. Costs related to lack of productivity while new employee gets up to speed 

 
Because it is so expensive to hire, it is important to do it right. First, résumés are reviewed and 

people who closely match the right skills are selected for interviews. Many organizations perform 
phone interviews first so they can further narrow the field. The HR manager is generally 

responsible for setting up the interviews and determining the interview schedule for a particular 
candidate. Usually, the more senior the position is, the longer the interview process takes, even 

up to eight weeks . After the interviews are conducted, there may be reference checks, background 

checks, or testing that will need to be performed before an offer is made to the new employee. HR 
managers are generally responsible for this aspect. Once the applicant has met all criteria, the HR 

manager will offer the selected person the position. At this point, salary, benefits, and vacation time 
may be negotiated. Compensation is the next step in HR management. 

 
Develop Training 

 

Once we have planned our staffing, recruited people, selected employees, and then compensated 
them, we want to make sure our new employees are successful. One way we can ensure success is 
by training our employees in three main areas: 

 

1. Company culture. A company culture is the organization’s way of doing things. Every company does 

things a bit differently, and by understanding the corporate culture, the employee will be set up for success. 

Usually this type of training is performed at an orientation, when an employee is first hired. Topics might 

include how to request time off, dress codes, and processes. 

2. Skills needed for the job. If you work for a retail store, your employees need to know how to use the 

register. If you have sales staff, they need to have product knowledge to do the job. If your company uses 

particular software, training is needed in this area. 

3. Human relations skills. These are non-job-specific skills your employees need not only to do their jobs 

but also to make them all-around successful employees. Skills needed include communication skills and 

interviewing potential employees. 

 
Perform a Performance Appraisal 

 

The last thing an HR manager should plan is the performance appraisal. It is definitely worth a 
mention here, since it is part of the strategic plan. A performance appraisal is a method by which 
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job performance is measured. The performance appraisal can be called many different things, 
such as the following: 

 
1. Employee appraisal 

2. Performance review 

3. 360 review 

4. Career development review 

 
No matter what the name, these appraisals can be very beneficial in motivating and rewarding 
employees. The performance evaluation includes metrics on which the employee is measured. 
These metrics should be based on the job description, both of which the HR manager develops. 

Various types of rating systems can be used, and it’s usually up to the HR manager to develop 

these as well as employee evaluation forms. The HR manager also usually ensures that every 

manager in the organization is trained on how to fill out the evaluation forms, but more 
importantly, how to discuss job performance with the employee. Then the HR manager tracks the 

due dates of performance appraisals and sends out e-mails to those managers letting them know 
it is almost time to write an evaluation. 

 

RECRUITMENT 
     

The recruitment process is an important part of human resource management (HRM). It isn’t done 

without proper strategic planning. Recruitment is defined as a process that provides the 

organization with a pool of qualified job candidates from which to choose. Before company’s 

recruit, they must implement proper staffing plans and forecasting to determine how many 

people they will need. The basis of the forecast will be the annual budget of the organization and 

the short-to long-term plans of the organization—for example, the possibility of expansion. In 

addition to this, the organizational life cycle will be a factor. Forecasting is based on both 

internal and external factors. Internal factors include the following: 

1. Budget constraints 

2. Expected or trend of employee separations 

3. Production levels 

4. Sales increases or decreases 

5. Global expansion plans 

 
External factors might include the following: 

 

1. Changes in technology 

2. Changes in laws 

 

23 
  



EnggTree.com 

CCW331-BUSINESS ANALYTICS UNIT-IV 

 

 

 

 

3. Unemployment rates 

4. Shifts in population 

5. Shifts in urban, suburban, and rural areas 

6. Competition 

 
Once the forecasting data are gathered and analyzed, the HR professional can see where gaps exist 
and then begin to recruit individuals with the right skills, education, and backgrounds. This section 
will discuss this step in HR planning. 

 
Recruitment Strategy 

 

Although it might seem easy, recruitment of the right talent, at the right place and at the right time, 
takes skill and practice, but more importantly, it takes strategic planning. An understanding of the 
labor market and the factors determining the relevant aspects of the labor market is key to being 
strategic about your recruiting processes. 

 

Based on this information, when a job opening occurs, the HRM professional should be ready to 
fill that position. Here are the aspects of developing a recruitment strategy: 

 

1. Refer to a staffing plan. 

2. Confirm the job analysis is correct through questionnaires. 

3. Write the job description and job specifications. 

4. Have a bidding system to recruit and review internal candidate qualifications for possible 
promotions. 

5. Determine the best recruitment strategies for the position. 

6. Implement a recruiting strategy. 

 
The first step in the recruitment process is acknowledgment of a job opening. At this time, the 
manager and/or the HRM look at the job description for the job opening (assuming it isn’t a new 
job). We discuss how to write a job analysis and job description. 

 

Assuming the job analysis and job description are ready, an organization may decide to look at 
internal candidates’ qualifications first. Internal candidates are people who are already working 
for the company. 

 

If an internal candidate meets the qualifications, this person might be encouraged to apply for the 

job, and the job opening may not be published. Many organizations have formal job posting 
procedures and bidding systems in place for internal candidates. For example, job postings may 

be sent to a listserv or other avenue so all employees have access to them. However, the advantage 
of publishing open positions to everyone in and outside the company is to ensure the organization 

is diverse. 
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Then the best recruiting strategies for the type of position are determined. For example, for a high-
level executive position, it may be decided to hire an outside head-hunting firm. For an entry-level 
position, advertising on social networking websites might be the best strategy. Most organizations 
will use a variety of methods to obtain the best results. 

 

Another consideration is how the recruiting process will be managed under constraining 
circumstances such as a short deadline or a low number of applications. In addition, establishing 
a protocol for how applications and résumés will be processed will save time later. For example, 
some HRM professionals may use software such as Microsoft Excel to communicate the time line 
of the hiring process to key managers. 

 

Once these tasks are accomplished, the hope is that you will have a diverse group of people to 
interview (called the selection process). Before this is done, though, it is important to have 
information to ensure the right people are recruited. This is where the job analysis and job 
description come in. 

 
Job Analysis and Job Descriptions 

 

The job analysis is a formal system developed to determine what tasks people actually perform 

in their jobs. The purpose of a job analysis is to ensure creation of the right fit between the job and 

the employee and to determine how employee performance will be assessed. A major part of the 
job analysis includes research, which may mean reviewing job responsibilities of current 

employees, researching job descriptions for similar jobs with competitors, and analyzing any new 
responsibilities that need to be accomplished by the person with the position. According to research 

by Hackman and Oldham (Hackman & Oldham, 1976), a job diagnostic survey should be used to 

diagnose job characteristics prior to any redesign of a job. 
 

To start writing a job analysis, data need to be gathered and analyzed, keeping in mind Hackman 
and Oldham’s model. Figure 4.1 “Process for Writing the Job Analysis” shows the process of 
writing a job analysis. Please note, though, that a job analysis is different from a job design. Job 
design refers to how a job can be modified or changed to be more effective—for example, changing 
tasks as new technology becomes available. 

Figure 4.1 Process for Writing the Job Analysis 
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The information gathered from the job analysis is used to develop both the job description and 

the job specifications. A job description is a list of tasks, duties, and responsibilities of a job. Job 
specifications, on the other hand, discuss the skills and abilities the person must have to perform 

the job. The two are tied together, as job descriptions are usually written to include job 
specifications. A job analysis must be performed first, and then based on that data, we can 

successfully write the job description and job specifications. Think of the analysis as “everything 
an employee is required and expected to do.” 

 
Figure 4.2 Sample Job Analysis Questionnaire 

 

 
This questionnaire shows how an HR professional might gather data for a job analysis. Questionnaires can be completed on paper 
or online. 
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Two types of job analyses can be performed: a task-based analysis and a competency- or skills-based 

analysis. A task-based analysis focuses on the duties of the job, as opposed to a competency-based 

analysis, which focuses on the specific knowledge and abilities an employee must have to perform the 

job. An example of a task-based analysis might include information on the following: 

 

1. Write performance evaluations for employees. 

2. Prepare reports. 

3. Answer incoming phone calls. 

4. Assist customers with product questions. 

5. Cold-call three customers a day. 

 
With task job analysis, the specific tasks are listed and it is clear. With competency based, it is less 
clear and more objective. However, competency-based analysis might be more appropriate for 
specific, high-level positions. For example, a competency-based analysis might include the 
following: 
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1. Able to utilize data analysis tools 

2. Able to work within teams 

3. Adaptable 

4. Innovative 

 
You can clearly see the difference between the two. The focus of task-based analyses is the job duties 

required, while the focus of competency-based analyses is on how a person can apply their skills to 

perform the job. One is not better than the other but is simply used for different purposes and different 

types of jobs. For example, a task-based analysis might be used for a receptionist, while a competency-

based analysis might be used for a vice president of sales position. Consider the legal implications, 

however, of which job analysis is used. Because a competency-based job analysis is more subjective, 

it might be more difficult to tell whether someone has met the criteria. 
 

Once you have decided if a competency-based or task-based analysis is more appropriate for the 

job, you can prepare to write the job analysis. Of course, this isn’t something that should be done 
alone. Feedback from managers should be taken into consideration to make this task useful in all 

levels of the organization. Organization is a key component to preparing for your job analysis. For 

example, will you perform an analysis on all jobs in the organization or just focus on one 
department? Once you have determined how you will conduct the analysis, a tool to conduct the 

analysis should be chosen. Most organizations use questionnaires (online or hard copy) to 
determine the duties of each job title. Some organizations will use face-to-face interviews to 

perform this task, depending on time constraints and the size of the organization. A job analysis 
questionnaire usually includes the following types of questions, obviously depending on the type 

of industry: 

 
1. Employee information such as job title, how long in position, education level, how many years of 

experience in the industry 

2. Key tasks and responsibilities 

3. Decision making and problem solving: this section asks employees to list situations in which 
problems needed to be solved and the types of decisions made or solutions provided. 

4. Level of contact with colleagues, managers, outside vendors, and customers 

5. Physical demands of the job, such as the amount of heavy lifting or ability to see, hear, or walk 

6. Personal abilities required to do the job—that is, personal characteristics needed to perform well 
in this position 

7. Specific skills required to do the job—for example, the ability to run a particular computer program 

8. Certifications to perform the job 

 
Once all employees (or the ones you have identified) have completed the questionnaire, you can 

organize the data, which is helpful in creating job descriptions. If there is more than one person 

completing a questionnaire for one job title, the data should be combined to create one job analysis 
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for one job title. There are a number of software packages available to help human resources 
perform this task, such as AutoGOJA. 

 

Once the job analysis has been completed, it is time to write the job description and specifications, 

using the data you collected. Job descriptions should always include the following components: 

 
1. Job functions (the tasks the employee performs) 

2. Knowledge, skills, and abilities (what an employee is expected to know and be able to do, as well as 
personal attributes) 

3. Education and experience required 

4. Physical requirements of the job (ability to lift, see, or hear, for example) 

 
Figure 4.3 Sample Job Description 

 

 

30 
  



EnggTree.com 

CCW331-BUSINESS ANALYTICS UNIT-IV 

 

 

 

 
 

 
Notice how the job description includes the job function; knowledge, skills, and abilities required to do the job; education and 
experience required; and the physical requirements of the job. 

 

Once the job description has been written, obtaining approval from the hiring manager is the next 
step. Then the HR professional can begin to recruit for the position. 

 

The Law and Recruitment 
 
 

 IRCA stands for Immigration and Reform Act. This law requires all employers to determine 
eligibility of an employee to work in the United States. The reporting form is called an I-9 and 
must be completed and kept on file (paper or electronic) for at least three years, but some states 
require this documentation to be kept on file for the duration of the employee’s period of 
employment. 

 The Patriot Act allows the government access to data that would normally be considered 
private—for example, an employee’s records and work voice mails and e-mails (without the 
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company’s consent). The HR professional might consider letting employees know of the 
compliance with this law. 

 The EEOC is a federal agency charged with ensuring discrimination does not occur in the 
workplace. They oversee the equal employment opportunity (EEO) set of laws. Organizations 
must post EEO laws in a visible location at their workplace and also include them on job 
announcements. 

 Related to the EEOC, the bona fide occupational qualification (BFOQ) makes it legal to 
discriminate in hiring based on special circumstances—for example, requiring the retirement of 
airline pilots at a certain age due to safety concerns. 

 Disparate impact refers to a policy that may limit a protected EEO group from receiving fair 
treatment. Disparate impact might include a test or requirement that negatively impacts someone 
based on protected group status. An example is requiring a high school diploma, which may not 
directly impact the job. Disparate treatment refers to discrimination against an individual, such 
as the hiring of one person over another based on race or gender. 

 
RECRUITMENT STRATEGIES 

 
 

Now that we have discussed development of the job analysis, job description, and job 
specifications, and you are aware of the laws relating to recruitment, it is time to start recruiting. 
It is important to mention, though, that a recruitment plan should be in place. 

 
Recruiters 

 
Some organizations choose to have specific individuals working for them who focus solely on the 
recruiting function of HR. Recruiters use similar sources to recruit individuals, such as professional 
organizations, websites, and other methods discussed in this chapter. Recruiters are excellent at 
networking and usually attend many events where possible candidates will be present. Recruiters 
keep a constant pipeline of possible candidates in case a position should arise that would be a good 
match. There are three main types of recruiters: 

 

1. Executive search firm. These companies are focused on high-level positions, such as 

management and CEO roles. They typically charge 10–20 percent of the first year salary, so they 

can be quite expensive. However, they do much of the upfront work, sending candidates who meet 

the qualifications. 

2. Temporary recruitment or staffing firm. Suppose your receptionist is going on medical leave and 

you need to hire somebody to replace him, but you don’t want a long-term hire. You can utilize the 

services of a temporary recruitment firm to send you qualified candidates who are willing to work 

shorter contracts. Usually, the firm pays the salary of the employee and the company pays the 

recruitment firm, so you don’t have to add this person to your payroll. If the person does a good job, 

there may be opportunities for you to offer him or her a full-time, permanent position. Kelly Services, 

Manpower, and Snelling Staffing Services are examples of staffing firms. 
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3. Corporate recruiter. A corporate recruiter is an employee within a company who focuses entirely 

on recruiting for his or her company. Corporate recruiters are employed by the company for which 

they are recruiting. This type of recruiter may be focused on a specific area, such as technical 

recruiting. 

 
A contingent recruiter is paid only when the recruiter starts working, which is often the case with 
temporary recruitment or staffing firms. A retained recruiter gets paid up front (in full or a portion 
of the fee) to perform a specific search for a company. 

 

While the HR professional, when using recruiters, may not be responsible for the details of 
managing the search process, he or she is still responsible for managing the process and the 
recruiters. The job analysis, job description, and job specifications still need to be developed and 
candidates will still need to be interviewed. 

 
Campus Recruiting 

 
Colleges and universities can be excellent sources of new candidates, usually at entry-level 
positions. Consider technical colleges that teach cooking, automotive technology, or cosmetology. 

These can be great sources of people with specialized training in a specific area. Universities can 
provide people that may lack actual experience but have formal training in a specific field. Many 

organizations use their campus recruiting programs to develop new talent, who will eventually 
develop into managers. 

 

For this type of program to work, it requires the establishment of relationships with campus 

communities, such as campus career services departments. It can also require time to attend campus 

events, such as job fairs. IBM, for example, has an excellent campus recruiting program. For IBM, 

recruiting out of college ensures a large number of people to grow with the organization. 
 

Setting up a formal internship program might also be a way to utilize college and university 
contacts. Walgreens, for example, partners with Apollo College to recruit interns; this can result 
in full-time employment for the motivated intern and money saved for Walgreens by having a 
constant flow of talent. 

 
Overview of the Steps to the Recruitment Process: 

 
 HR professionals must have a recruiting plan before posting any job description. The plan should 

outline where the job announcements will be posted and how the management of candidate 
materials, such as résumés, will occur. Part of the plan should also include the expected cost of 
recruitment. 

 Many organizations use recruiters. Recruiters can be executive recruiters, which means an outside 
firm performs the search. For temporary positions, a temporary or staffing firm such as Kelly 
Services might be used. Corporate recruiters work for the organization and function as a part of 
the HR team. 
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Websites 

 
If you have ever had to look for a job, you know there are numerous websites to help you do that. 
Some examples of websites might include the following: 

 

 Your own company website 

 Yahoo HotJobs 

 Monster 

 CareerBuilder 

 JobCentral 

 
Social Media 

 
Facebook, Twitter, LinkedIn, YouTube, and MySpace are excellent places to obtain a media 
presence to attract a variety of workers. The goal of using social media as a recruiting tool is to 

create a buzz about your organization, share stories of successful employees, and tout an 
interesting culture. Even smaller companies can utilize this technology by posting job openings 

as their status updates. This technique is relatively inexpensive, but there are some things to 
consider. For example, tweeting about a job opening might spark interest in some candidates, but 

the trick is to show your personality as an employer early on. 

 
Facebook allows free job postings in Facebook Marketplace, and the company Facebook page can 
also be used as a recruiting tool. Some organizations decide to use Facebook ads, which are paid 
on a “per click” or per impression (how many people potentially see the ad) basis. Facebook ad 
technology allows specific regions and Facebook keywords to be targeted. 

 
Events 

 
Many organizations, such as Microsoft, hold events annually to allow people to network and learn 
about new technologies. Microsoft’s Professional Developer Conference (PDC), usually held in 
July, hosts thousands of web developers and other professionals looking to update their skills and 
meet new people. 

 
Special/Specific Interest Groups (SIGs) 

 
Special/specific interest groups (SIGs), which may require membership of individuals, focus on 
specific topics for members. Often SIGs will have areas for job posting, or a variety of discussion 
boards where jobs can be posted. For example, the Women in Project Management SIG provides 
news on project management and also has a place for job advertisements. Other examples of SIGs 
might include the following: 
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 Oracle Developer SIG 

 African American Medical Librarians Alliance SIG 

 American Marketing Association Global Marketing SIG 

 Special Interest Group for Accounting Information Systems (SIG-ASYS) 

 Junior Lawyer SIG 

 
Recruiting using SIGs can be a great way to target a specific group of people who are trained in a 
specific area or who have a certain specialty. 

 
Referrals 

 
 Employee referrals can be a great way to get interest for a posted position. Usually, incentives 

are offered to the employee for referring people they know. However, diversity can be an issue, 
as can nepotism. 

 

Costs of Recruitment 

 
Our last consideration in the recruitment process is recruitment costs. We can determine 

this by looking at the total amount we have spent on all recruiting efforts compared to the 

number of hires. A yield ratio is used to determine how effective recruiting efforts are in one area. 

For example, we can look at the number of total applicants received from a particular form of 
media, and divide that by the number of those applicants who make it to the next step in the process 

(e.g., they receive an interview 
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ADVANTAGES AND DISADVANTAGES OF RECRUITING METHODS 
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The Selection Process 
 
 

Once you have developed your recruitment plan, recruited people, and now have plenty of people 

to choose from, you can begin the selection process. The selection process refers to the steps 
involved in choosing people who have the right qualifications to fill a current or future job opening. 

Usually, managers and supervisors will be ultimately responsible for the hiring of individuals, but 

the role of human resource management (HRM) is to define and guide managers in this process. 
The selection process is expensive. The time for all involved in the hiring process to review 

résumés, weight the applications, and interview the best candidates takes away time (and costs 
money) that those individuals could spend on other activities. 

 
The selection process consists of five distinct aspects: 

 

1. Criteria development. All individuals involved in the hiring process should be properly trained 

on the steps for interviewing, including developing criteria, reviewing résumés, developing 

interview questions, and weighting the candidates. 

 

The first aspect to selection is planning the interview process, which includes criteria development. 
Criteria development means determining which sources of information will be used and how 
those sources will be scored during the interview. The criteria should be related directly to the job 
analysis and the job specifications. 

 

In fact, some aspects of the job analysis and job specifications may be the actual criteria. In addition 

to this, include things like personality or cultural fit, which would also be part of criteria development. 

This process usually involves discussing which skills, abilities, and personal characteristics are 

required to be successful at any given job. By developing the criteria before reviewing any résumés, 

the HR manager or manager can be sure he or she is being fair in selecting 
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people to interview. Some organizations may need to develop an application or a biographical 
information sheet. Most of these are completed online and should include information about the 
candidate, education, and previous job experience. 

2. Application and résumé review. Once the criteria have been developed (step one), applications 

can be reviewed. People have different methods of going through this process, but there are also 

computer programs that can search for keywords in résumés and narrow down the number of 

résumés that must be looked at and reviewed. 

3. Interviewing. After the HR manager and/or manager have determined which applications meet 

the minimum criteria, he or she must select those people to be interviewed. Most people do not 

have time to review twenty or thirty candidates, so the field is sometimes narrowed even further 

with a phone interview. 

4. Test administration. Any number of tests may be administered before a hiring decision is made. 

These include drug tests, physical tests, personality tests, and cognitive tests. Some organizations 

also perform reference checks, credit report checks, and background checks. Once the field of 

candidates has been narrowed down, tests can be administered. 

5. Making the offer. The last step in the selection process is to offer a position to the chosen 

candidate. Development of an offer via e-mail or letter is sometimes a more formal part of this 

process. Compensation and benefits will be defined in an offer. 
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The Selection Process at a Glance 
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TRAINING 

TRAINING AND DEVELOPMENT 

 

Any effective company has training in place to make sure employees can perform his or her job. 

During the recruitment and selection process, the right person should be hired to begin with. But 

even the right person may need training in how your company does things. Lack of training can 
result in lost productivity, lost customers, and poor relationships between employees and 

managers. It can also result in dissatisfaction, which means retention problems and high turnover. 
All these end up being direct costs to the organization. In fact, a study performed by the American 

Society for Training and Development (ASTD) found that 41 percent of employees at companies 
with poor training planned to leave within the year, but in companies with excellent training, only 

12 percent planned to leave. To reduce some costs associated with not training or undertraining, 

development of training programs can help with some of the risk. This is what this chapter will 
address. 

 

For effective employee training, there are four steps that generally occur. First, the new employee goes 

through an orientation, and then he or she will receive in-house training on job-specific areas. 

Next, the employee should be assigned a mentor, and then, as comfort with the job duties grows, he or 

she may engage in external training. Employee training and development is the process of helping 

employees develop their personal and organization skills, knowledge, and abilities. 
 

Steps to Take in Training an Employee 
 
 

(1) Employee Orientation 
 
 

The first step in training is an employee orientation. Employee orientation is the process used for 
welcoming a new employee into the organization. The importance of employee orientation is two-
fold. First, the goal is for employees to gain an understanding of the company policies and learn 
how their specific job fits into the big picture. 

 

The goals of an orientation are as follows: 
 

1. To reduce start-up costs. If an orientation is done right, it can help get the employee up to speed on 

various policies and procedures, so the employee can start working right away. It can also be a way 

to ensure all hiring paperwork is filled out correctly, so the employee is paid on time. 

2. To reduce anxiety. Starting a new job can be stressful. One goal of an orientation is to reduce 

the stress and anxiety people feel when going into an unknown situation. 

3. To reduce employee turnover. Employee turnover tends to be higher when employees don’t feel 

valued or are not given the tools to perform. An employee orientation can show that the 

organization values the employee and provides tools necessary for a successful entry. 
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4. To save time for the supervisor and coworkers. A well-done orientation makes for a better 

prepared employee, which means less time having to teach the employee. 

5. To set expectations and attitudes. If employees know from the start what the expectations are, 

they tend to perform better. Likewise, if employees learn the values and attitudes of the 

organization from the beginning, there is a higher chance of a successful tenure at the company. 

 
(2) In-House Training 

 

In-house training programs are learning opportunities developed by the organization in which they 
are used. This is usually the second step in the training process and often is ongoing. In- house 
training programs can be training related to a specific job, such as how to use a particular kind of 
software. In a manufacturing setting, in-house training might include an employee learning 
how to use a particular kind of machinery. 

 

Many companies provide in-house training on various HR topics as well, meaning it doesn’t always 

have to relate to a specific job. Some examples of in-house training include the following: 

 
 Ethics training 

 Sexual harassment training 

 Multicultural training 

 Communication training 

 Management training 

 Customer service training 

 Operation of special equipment 

 Training to do the job itself 

 Basic skills training 

 
As you can tell by the list of topics, HR might sometimes create and deliver this training, but 
often a supervisor or manager delivers the training. 

 
(3) Mentoring 

 

After the employee has completed orientation and in-house training, companies see the value in 

offering mentoring opportunities as the next step in training. Sometimes a mentor may be assigned 
during in-house training. A mentor is a trusted, experienced advisor who has direct investment in 

the development of an employee. A mentor may be a supervisor, but often a mentor is a colleague 
who has the experience and personality to help guide someone through processes. While mentoring 

may occur informally, a mentorship program can help ensure the new employee not only feels 

welcomed but is paired up with someone who already knows the ropes and can help guide the new 
employee through any on-the-job challenges. 
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To work effectively, a mentoring program should become part of the company culture; in other 
words, new mentors should receive in-house training to be a mentor. Mentors are selected based 
on experience, willingness, and personality. 

 

However, potential mentors are trained and put into a database where new employees can search 
attributes and strengths of mentors and choose the person who closely meets their needs. Then 
the mentor and mentee work together in development of the new employee. “We view this as a 
best practice,” says Patricia Lewis-Burton, vice president of human resources, Integrated Supply 
Chain Division. “We view it as something that is not left to human resources alone. 

 
Some companies use short-term mentorship programs because they find employees training 
other employees to be valuable for all involved. Starbucks, for example, utilizes this approach. 
When it opens a new store in a new market, a team of experienced store managers and baristas are 
sent from existing stores to the new stores to lead the store-opening efforts, including training of 
new employees. 

 
(4) External Training 

 

External training includes any type of training that is not performed in-house. This is usually the 

last step in training, and it can be ongoing. It can include sending an employee to a seminar to help 
further develop leadership skills or helping pay tuition for an employee who wants to take a 

marketing class. To be a Ford automotive technician, for example, you must attend the Ford 
ASSET Program, which is a partnership between Ford Motor Company, Ford dealers, and select 

technical schools. 

 
 

TYPES OF TRAINING 
 
 

There are a number of different types of training we can use to engage an employee. These types 

are usually used in all steps in a training process (orientation, in-house, mentorship, and external 
training). The training utilized depends on the amount of resources available for training, the 

type of company, and the priority the company places on training. Companies such as The 
Cheesecake Factory, a family restaurant, make training a high priority. The company spends an 

average of $2,000 per hourly employee. This includes everyone from the dishwasher and managers 
to the servers. 

 
For The Cheesecake Factory, this expenditure has paid off. They measure the effectiveness of its 

training by looking at turnover, which is 15 percent below the industry average (Ruiz, 2006). Servers 

make up 40 percent of the workforce and spend two weeks training to obtain certification. Thirty days 

later, they receive follow-up classes, and when the menu changes, they receive additional training 

(Ruiz, 2006). Let’s take a look at some of the training we can offer our employees. As you will see 

from the types of training below, no one type would be enough for the 
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jobs we do. Most HR managers use a variety of these types of training to develop a holistic 
employee. 

 
(1) Technical or Technology Training 

 

Depending on the type of job, technical training will be required. Technical training is a type of 
training meant to teach the new employee the technological aspects of the job. In a retail 

environment, technical training might include teaching someone how to use the computer system 
to ring up customers. In a sales position, it might include showing someone how to use the 

customer relationship management (CRM) system to find new prospects. In a consulting business, 

technical training might be used so the consultant knows how to use the system to input the number 
of hours that should be charged to a client. In a restaurant, the server needs to be trained on how 

to use the system to process orders. Let’s assume your company has decided to switch to the newest 
version of Microsoft Office. This might require some technical training of the entire company to 

ensure everyone uses the technology effectively. Technical training is often performed in-house, 
but it can also be administered externally. 

 
(2) Quality Training 

 

In a production-focused business, quality training is extremely important. Quality training refers to 

familiarizing employees with the means of preventing, detecting, and eliminating no quality items, 

usually in an organization that produces a product. In a world where quality can set your business apart 

from competitors, this type of training provides employees with the knowledge to recognize products 

that are not up to quality standards and teaches them what to do in this scenario. Numerous 

organizations, such as the International Organization for Standardization (ISO), measure quality based 

on a number of metrics. This organization provides the stamp of quality approval for companies 

producing tangible products. ISO has developed quality standards for almost every field imaginable, 

not only considering product quality but also certifying companies in environmental management 

quality. ISO9000 is the set of standards for quality management, while ISO14000 is the set of standards 

for environmental management. ISO has developed 18,000 standards over the last 60 

years1. With the increase in globalization, these international quality standards are more important than 

ever for business development. Some companies, like 3M (QAI, 2011), choose to offer ISO training 

as external online training, employing companies such as QAI to deliver the training both online and 

in classrooms to employees. 
 

Training employees on quality standards, including ISO standards, can give them a competitive 
advantage. It can result in cost savings in production as well as provide an edge in marketing of 
the quality-controlled products. Some quality training can happen in-house, but organizations such 
as ISO also perform external training. 
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(3) Skills Training 

 

Skills training, the third type of training, includes proficiencies needed to actually perform the job. 
For example, an administrative assistant might be trained in how to answer the phone, while a 

salesperson at Best Buy might be trained in assessment of customer needs and on how to offer the 

customer information to make a buying decision. Think of skills training as the things you actually 
need to know to perform your job. A cashier needs to know not only the technology to ring 

someone up but what to do if something is priced wrong. Most of the time, skills training is given 
in-house and can include the use of a mentor. An example of a type of skills training is from AT&T 

and Apple (Whitney, 2011), who in summer 2011 asked their managers to accelerate retail 
employee training on the iPhone 5, which was released to market in the fall. 

 
(4) Soft Skills Training 

 

Our fourth type of training is called soft skills training. Soft skills refer to personality traits, social 

graces, communication, and personal habits that are used to characterize relationships with other 

people. Soft skills might include how to answer the phone or how to be friendly and welcoming to 

customers. It could include sexual harassment training and ethics training. In some jobs, necessary soft 

skills might include how to motivate others, maintain small talk, and establish rapport. 
 

In a retail or restaurant environment, soft skills are used in every interaction with customers and 

are a key component of the customer experience. In fact, according to a Computerworld magazine 

survey, executives say there is an increasing need for people who have not only the skills and 
technical skills to do a job but also the necessary soft skills, such as strong listening and 

communication abilities. Many problems in organizations are due to a lack of soft skills, or 
interpersonal skills, not by problems with the business itself. As a result, HR and managers should 

work together to strengthen these employee skills. Soft skills training can be administered either 
in-house or externally. 

 
(5) Professional Training and Legal Training 

 

In some jobs, professional training must be done on an ongoing basis. Professional training is a type 

of training required to be up to date in one’s own professional field. For example, tax laws change 

often, and as a result, an accountant for H&R Block must receive yearly professional training on new 

tax codes). Lawyers need professional training as laws change. A personal fitness trainer will undergo 

yearly certifications to stay up to date in new fitness and nutrition information. 
 

Some organizations have paid a high cost for not properly training their employees on the laws 

relating to their industry. In 2011, Massachusetts General Hospital paid over $1 million in fines 

related to privacy policies that were not followed (Donnelly, 2011). As a result, the organization 
has agreed to develop training for workers on medical privacy. The fines could have been 

prevented if the organization had provided the proper training to begin with. Other types of legal 
training might include sexual harassment law training and discrimination law training. 

 

45 

  



CCW331-BUSINESS ANALYTICS UNIT-IV 

 

 

 

 

(6) Team Training 

 

Do you know the exercise in which a person is asked to close his or her eyes and fall back, and 
then supposedly the team members will catch that person? As a team-building exercise (and a 

scary one at that), this is an example of team training. The goal of team training is to develop 

cohesiveness among team members, allowing them to get to know each other and facilitate 
relationship building. We can define team training as a process that empowers teams to improve 

decision making, problem solving, and team-development skills to achieve business results. Often 
this type of training can occur after an organization has been restructured and new people are 

working together or perhaps after a merger or acquisition. Some reasons for team training include 
the following: 

 
 Improving communication 

 Making the workplace more enjoyable 

 Motivating a team 

 Getting to know each other 

 Getting everyone “onto the same page,” including goal setting 

 Teaching the team self-regulation strategies 

 Helping participants to learn more about themselves (strengths and weaknesses) 

 Identifying and utilizing the strengths of team members 

 Improving team productivity 

 Practicing effective collaboration with team members 

 
Team training can be administered either in-house or externally. Ironically, through the use of 
technology, team training no longer requires people to even be in the same room. 

 
(7) Managerial Training 

 

After someone has spent time with an organization, they might be identified as a candidate for 
promotion. When this occurs, managerial training would occur. Topics might include those from 

our soft skills section, such as how to motivate and delegate, while others may be technical in 
nature. For example, if management uses a particular computer system for scheduling, the manager 

candidate might be technically trained. Some managerial training might be performed in-house 
while other training, such as leadership skills, might be performed externally. 

 
(8) Safety Training 

 

Safety training is a type of training that occurs to ensure employees are protected from injuries 

caused by work-related accidents. Safety training is especially important for organizations that use 
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chemicals or other types of hazardous materials in their production. Safety training can also include 
evacuation plans, fire drills, and workplace violence procedures. Safety training can also include 
the following: 

 

 Eye safety 

 First aid 

 Food service safety 

 Hearing protection 

 Asbestos 

 Construction safety 

 Hazmat safety 

 
The Occupational Safety and Health Administration, or OSHA, is the main federal agency charged 
with enforcement of safety and health regulation in the United States. OSHA provides external 
training to companies on OSHA standards. Sometimes in-house training will also cover safety 
training. 

 
TRAINING DELIVERY METHODS 

 
 Training delivery methods are important to consider, depending on the type of training 

that needs to be performed. 

 Most organizations do not use only one type of training delivery method; a combination 
of many methods will be used. 

 On-the-job coaching delivery method is a training delivery method in which an employee is 
assigned to a more experienced employee or manager to learn the skills needed for the job. 
This is similar to the mentor training delivery method, except a mentor training method is 
less about skills training and more about ongoing employee development. 

 Brown bag lunch training delivery is normally informal and can involve personal 
development as well as specific job-related skills. 

 Web-based training is any type of training that is delivered using technology. 

 There are numerous platforms that can be used for web-based training and considerations, 
such as cost, when selecting a platform for use. 

 A synchronous training method is used for web-based training and refers to delivery that is 
led by a facilitator. An asynchronous training method is one that is self-directed. 

 Job shadowing is a delivery method consisting of on-the-job training and the 
employee’s learning skills by watching someone more experienced. 
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 To motivate employees and allow them to develop new skills, job swapping training delivery 
may be used. This occurs when two people change jobs for a set period of time to learn new 
skills. With this method, it is likely that other methods will also be used, too. 

 Vestibule training delivery is also known as “near site” training. It normally happens in a 
classroom, conference room, or lecture room and works well to deliver orientations and some 
skills-based training. Many organizations also use vestibule training for technical training, 
safety training, professional training, and quality training. 

 Since many companies operate overseas, providing training to those employees with 

international assignments can better prepare them for living and working abroad. 

 

 
DESIGNING A TRAINING PROGRAM 

 
 

Training Program Framework Development 

 

When developing your training plan, there are a number of considerations. Training is 
something that should be planned and developed in advance. 

 
Training Program Development Model 

 

 

The considerations for developing a training program are as follows: 
 

1. Needs assessment and learning objectives. This part of the framework development asks you to 

consider what kind of training is needed in your organization. Once you have determined the 

training needed, you can set learning objectives to measure at the end of the training. 

2. Consideration of learning styles. Making sure to teach to a variety of learning styles is 

important to development of training programs. 

3. Delivery mode. What is the best way to get your message across? Is web-based training more 

appropriate, or should mentoring be used?Most training programs will include a variety of delivery 

methods. 
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4. Budget. How much money do you have to spend on this training? 

5. Delivery style. Will the training be self-paced or instructor led? What kinds of discussions and 

interactivity can be developed in conjunction with this training? 

6. Audience. Who will be part of this training? Do you have a mix of roles, such as accounting people 

and marketing people? What are the job responsibilities of these individuals, and how can you 

make the training relevant to their individual jobs? 

7. Content. What needs to be taught? How will you sequence the information? 

8. Timelines. How long will it take to develop the training? Is there a deadline for training to be 

completed? 

9. Communication. How will employees know the training is available to them? 

10. Measuring effectiveness of training. How will you know if your training worked? What ways 

will you use to measure this? 
 

SUPPLY CHAIN NETWORK 
 

 

Supply Chain is a connection of all the parties, resources, businesses and activities involved in the 

marketing or distribution through which a product reaches the end user. It creates a link between the 

channel partners like suppliers, manufacturers, wholesalers, distributors, retailers, and the customer. 

To put simply, it encompasses the flow and storage of the raw material; semi-finished goods and the 

finished goods from point of origin to its final destination i.e. consumption. 

 
Often organisations focus only on their organisation; what they produce or provide and not what 
the end customer receives. Looking at a supply chain network enables firms to look at the overall 
movement of materials/information from start to end, allowing organisations to see the value in 
creating partnerships; and the value in working together to ensure the best possible value is 
provided to the end-customer. 
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‘Network’ describes a more complex structure, where organisations can be cross-linked and 
there are two-way exchanges between them; ‘chain’ describes a simpler, sequential set of links. 

What is a supply chain network? And why are they so important for logistics and business 

managers? 

Supply chains and supply networks both describe the flow and movement of materials & 
information, by linking organisations together to serve the end-customer. 

In order to understand a supply chain network; we need to understand what a supply chain is. A 
supply chain is a series of processes linked together to form a chain. 
 

Supply Chain Example: for apple juice production. 
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The above diagram is an example of a simplified supply chain; the supply chain shows the 
movement of material flow from the Apple farm right through the production process to the end 
users. 

 

Supply Chain Network Example: For Apple Juice Organisation 
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A supply chain network shows the links between organisations and how information and materials 
flow between these links. The more detailed the supply chain network the more complex and web 
like the network becomes. 
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The above example demonstrates a simplified version of a supply chain network of an Apple 
Juice organisation. The organisation will have an upstream network and a downstream network. 

 

Organisations are linked via two types of flows: 

 
To get a complete picture of an organisations supply chain network; information & material flow 
should be mapped. Inefficiency can then be located and removed. 
 

Material flow: Is the movement of goods from raw primary goods (such as Wool, Trees and 
Coal etc.) to complete goods (TV’s, Radios and Computers) that are to be delivered to the 

final customer. 

Information flow: Is the demand from the end-customer to preceding organisations in the 

network. 
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In order to better serve your end customer, it is important to develop strong partnerships within 
your supply network which has a flow on effect to your end customers whether you are a 
manufacturer, distributor or retailer. Better communication will increase efficiency and 
productivity. Trust is the core ingredient to developing better communication and relationships. 

 

Supply Chain refers to the integration of all activities involved in the process of sourcing, 

procurement, conversion and logistics. 
 

52 
  

Supply Chain Network: Information flow, Flow of Materials 

If a focal firm provides their suppliers with their sales data/ forecasting demand information; 
their supplier will be able to reduces costs (such as over production waste) and improve prices. 
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Supply Chain is the interconnection of all the functions that starts from the manufacturing of raw 

material into the finished product and ends when the product reaches the final customer. This 

network helps to provide quality products to the customer at a reasonable price. 

Most of the time supply chain is juxtaposed with the value chain. In this, we have compiled all the 

substantial differences between supply chain and value chain. Have a look. 
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SUPPLY CHAIN NETWORK DESIGN 
 

The supply chain network design is defined as a working model that delineates the overall 
framework of a supply chain to assess the time and costs required to bring goods to the market. 
This model helps a business spot inefficiencies and potential risks in the supply chain. The model 
also helps analyze "what if" scenarios to optimize operations to reduce costs, improve service 
and increase responsiveness. 

 

What is the goal of a Global Supply Chain Network Design? 

 
The key objectives of a global supply chain design are to optimize inventory, working capital 
and logistics costs. It also increases visibility, identifies opportunities for cost savings and reduces 
potential risks. 

Supply network design reinforces the supply chain by mapping and modeling processes and 
optimizing them to ensure that products or services are delivered on time and in a cost-effective 
manner. 

 

What is the Importance of Supply Chain Network Design? 

 
Analysts in a GEP white paper on the importance of supply chain network design said that 80% of 
supply chain costs are determined at the designing phase of the product and supply chain network. 
Thus, failure to consider network design can cost the enterprise dearly and be counterproductive 
in the longer term. 

Simply mapping a global supply chain network, its flows, timelines, current costs and revenues 
generated can generate a bunch of troubling yet important questions, such as: 

 Why are the enterprises’ only suppliers based overseas? 

 Why are there so many warehouses, and why in those locations? 

 Why is there so much dead stock? Why has more inventory been ordered? 

 Why are freight and trucking costs so high? 

 Is the current network design efficient? 

 Is the supply chain design aligned with the enterprises' sustainability goals? 
 

What Are the Benefits of Supply Network Design? 

 
Supply chain network design or SCM network design helps enterprises simulate and visualize 

their supply chains to optimize them. Optimization of supply chains reduces overall costs and 

enhances service, speed-to-market, flexibility and risk mitigation. Here are the key benefits: 
 

 Discerning parts for streamlining and potential cost savings 

 Reduction in purchase costs and inventory 

 Working capital reduction 

 Reduction in freight costs 

 Route optimization for reducing transit time and fuel costs 

 Reduction in network fixed costs (facilities, equipment) and supply chain variable costs 
(labor, handling, 3PL costs) 
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 Optimization of service levels and delivery dates for customer satisfaction 

 Process and cost visibility across the supply chain network 

 Providing performance visibility of the complete supply chain network by comparing its 
capabilities/costs against set benchmarks 

 

What Factors Are Considered While Designing a Supply Chain Network Model? 

 
To start with, enterprises must establish a benchmark, and to do so, the following components 
must be considered: 

 Define the objectives as aligned with the enterprises' objectives and the supply chain design 
model parameters, such as capacity issues, inventory replenishment lead times, customer 
needs, location of facilities and sources and so on. 

 Collate the required data, such as forecasts and future trends. 

 Use network optimization tools and necessary data for building a “living” model, 
incorporating the defined parameters and data collected. 

 Validate the model with historical "what if" scenarios and compare the outcome with 
known results. 

 Finalize the supply chain network design and implement it. 
 

How Many Types of Supply Chain Network Design Are There? 

 
Enterprises deciding to assess their supply chain network design must zero in on the type of 
SCM network design to be adopted. 

The three types of supply chain network design are: 

Strategic Network Design: 

Here, the designing of the network — location of the facilities and sources, production and 
warehouse capacities, market strategies — must be aligned with the objectives of the business. 

Tactical Network Design: 

Here, different ways to optimize the existing network are explored for implementing short-term 
planning decisions. 

Identifying Risks and Their Mitigation: 

Here, risks are identified by asking “what if” questions. A plan of action (PoA) for managing 
each identified risk is then made. 

 

Should Supply Network Design Be Considered a Core Process? 

 
A supply network design is a dynamic process due to the ever-changing conditions of the 
environment, markets, customers, suppliers and raw materials, including weather. Thus, a supply 
chain model designed earlier will no longer be valid today. 

It is an iterative process that continues to refine the model and ensures a more consistent output. 
Regularly updating the supply chain model with the current realities and parameters will provide 
accurate results over time. 

Many top global companies consider supply chain design a critical function and a core process, 
regularly rationalizing their models as required. 
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Ways to Make Supply Chain Design as a Core Business Process 

 
 Ensure a permanent network design center operated by a cross-functional team with the 

necessary skill sets and experience. 

 Plan the frequency and the critical issues that should flag the remodeling of the supply 
chain design and establish these rules. 

 Appoint a trusted consultant having in-depth knowledge and vast experience in supply 
chain network design. 

 Reach out for help when needed — approach other professionals or supply chain design 
forums for help when needed. 

 

Conclusion 

 
Supply chain review and design have gained traction of late and are acknowledged to effectively 
cope with the rapid changes and challenges faced by enterprises globally. Unfortunately, many 
businesses are yet to regard supply chain design as a core process and instead treat it as a one-of- 
a-kind case or tweak it on a project-to-person basis. 

Examples of a supply chain network design model include spotting bottlenecks in a supply chain 
and looking to enhance the processes across the supply chain, which is vital in today’s scenario. 
Tech-savvy enterprises can thus leverage a dynamic supply chain model to ensure that their supply 
chains deliver and exceed business expectations long into the future. 

 

 

 
 

DEMAND PLANNING 
 

What is Demand Planning? 

 
Demand planning is a supply chain management process of forecasting, or predicting, the demand for 

products to ensure they can be delivered and satisfy customers. The goal is to strike a balance between 

having sufficient inventory levels to meet customer needs without having a surplus. A 

wide variety of factors can influence demand, including labor force changes, economic shifts, 

severe weather, natural disasters or global crisis events. 

What are the Aspects of Demand Planning? 

Demand planning spans several aspects, with the three primary areas being: 
 

(1) Product Portfolio Management 

 
Product portfolio management oversees the overall product lifecycle, beginning with the introduction 

of a new product through to its end-of-life planning. In many cases, product lines are interdependent, 

and understanding how new products may influence demand for other products is important to 

understanding the overall product mix required to maximize market share. 
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(2) Statistical Forecasting 

 
Using historical data, statistical forecasting creates supply chain forecasts with advanced statistical 
algorithms. In this area, it is important to determine the accuracy of each model, identify outliers 
and exclusions and understand assumptions. Seasonal shifts (think the spurt of holiday shopping 
that occurs between October and December for retailers, or the boost in yard equipment sales in 
spring months) can also be assessed with statistical forecasting. 

 

(3) Trade Promotion Management 

 
Trade promotion or marketing events can influence demand, especially in the retail industry. The 
goal of a trade promotion is to help a brand connect with a customer, often through an in-store 
giveaway, discount, or promotion, and these events can impact the demand for a product. 

 

Why is Demand Planning Important? 

 
If product isn’t available for customers to purchase because it’s out of stock, businesses lose out 
on revenue, and over time, they could lose the customer to a competitor. On the other hand, sitting 
on a slew of unused inventory incurs both space and production costs unnecessarily. With demand 
planning, business leaders can stay in front of market shifts and make more proactive decisions, 
while being responsive to their customers’ needs. 

 

Best Practices for Demand Planning 

 
Demand planning is a multi-step process, dependent on the right tools, information and processes. 
Often, there can be unique nuances in the process, based on product positioning, inventory needs 
and organizational goals, but some best practices to keep in mind include: 

 

Implement the Right Software 

 
There is a plethora of options when it comes to enterprise resource planning (ERP) systems, so 
choosing the right one can be tricky. When considering ERP software, it’s important to examine 
the ability of the tool to handle forecasting nuances as well as the provider’s reputation, reporting 
capabilities, and the transparency and reliability of the forecasts it produces. 

 

Gather and Prepare Data 

 
Data drives demand planning, now more than ever. Real-time visibility into inventory movements 

coupled with metrics reports that paint a clear picture and data mining and aggregation that can identify 

areas for improvement or reaction can help to create more agile process modelling. 

 

Define Process Models 

 
Lacking a defined process for a demand planning cycle leads to chaos. Confusing process with 
information that is simply a set of widely known facts around an organization is all too common, 
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making it difficult to hold anyone accountable, and thus hurting overall performance. For most 
companies, the steps in the demand planning process go something like this: 

 

 Preparation of data 

 Initial forecasting 

 Incorporation of market intelligence 

 Consideration of sales goals and financial reports to reconcile bottom-up forecasts with 
top-down financial and sales forecasts 

 Refine a final forecast 

 Performance monitoring based on real-time analytics 

Implement and Monitor 

 
Successful demand planners usually design a pilot version of the plan using historical data, or 
descriptive analytics, as a basis. They also make regular adjustments and have a team of people 
dedicated solely to devising the plan, implementing it, reducing error and bias, and designing 
processes for execution. 

 

The Future of Demand Planning in the Supply Chain 

 
Like many business needs, supply chain and demand planning are going digital. Advances in 

applications of machine learning within the supply chain are making it possible to adapt and update 

forecasts in real time, allowing inventory to run leaner, without missing the mark on demand. 

 
For supply chain professionals, understanding how to use digital enterprise architectures and 
implementing artificial intelligence and machine learning programs that can help optimize a lean, 
agile and data-driven approach will reveal new ways to cut costs in operations, boost revenue and 
offer a greater competitive edge. 

 
A better-connected supply chain means demand planning can be conducted even more in the 
moment. When implemented well, demand planning can be a pivotal process in boosting a 
supply chain’s profitability. 
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INVENTORY AND SUPPLY CHAIN MANAGEMENT 

INVENTORY MANAGEMENT 

Retail inventory is the stocking of products that you sell to consumers. Use the system to set 

profitable prices and ensure you have the right amount of stock to meet demand. 

 
Manufacturing Inventory Management 

 

Manufacturing inventory management is the practice of keeping enough stock on hand so 

production lines can fulfill orders. The process helps managers see stock levels at a glance and 

tracks raw materials, parts, work-in-progress and finished goods. 

 

What Is Multi-Location Inventory Management? 

 

Multi-location inventory management is the process of managing stock across multiple locations, 

warehouses, and retail stores or across multiple selling channels. With multi-location management, 

you can watch stock levels in all locations and optimize your inventory to fulfill orders. 

 

What Is an Inventory Management System? 

 

An inventory management system combines varying software packages to track stock levels and stock 

movements. The solution can integrate with multichannel sales systems or shipping systems. 

 
An inventory management system optimizes inventory levels and ensures product availability 

across multiple channels. It provides a single, real-time view of items, inventory and orders across 

all locations and selling channels. This enables businesses to carry less inventory on hand and frees 

up cash to be used in other parts of the business. An inventory management system helps keep 

inventory costs low while delivering on customer expectations. 

 

 

How to Choose an Inventory Management System? 

 

Choosing an inventory management system is a matter of identifying the features your business 

needs. Do you need to track stock movements and location within a warehouse, or plan inventory 

and track trends, or both? 
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INVENTORY MANAGEMENT FAQS 

 

There are many questions in a broad and complicated topic like inventory management. Here are 

answers to a few: 

What Are the Objectives of Inventory Management? 

One objective of inventory management is to keep enough stock to satisfy customers. Another is 

to invest as little as possible in stock while still earning the most profit. 

Why Inventory Management Is Important in the Supply Chain 

Inventory management is vital in the supply chain because a company must balance customer 

demand with storage space and cash limitations. Inventory management provides visibility into 

the supply chain (procurement, production, fulfillment, etc.) so managers can coordinate lead times 

for deliveries with production timetables. 

How Can Inventory Management Be Improved? 

Keeping accurate accounting records and taking regular physical stock counts can improve your 

inventory management efforts. A system that provides your organization with real-time visibility 

into inventory can help stakeholders make critical business decisions. You should also be aware 

of a stock’s condition, especially if you’re dealing with perishables. 

How Inventory Management Affects the Working Capital 

Real goods in warehouses tie up working capital until they sell. Making the supply chain more 

efficient keeps you from holding too much stock. Improving inventory management processes 

helps you prevent storing, picking and shipping errors that reduce sales. 

What Are Inventory Management Policies? 

Inventory management policies are plans for how to use inventory to make customers happy and 

reduce costs. Policies outline such things as the stock management method the company uses. 

What Are the Types of Inventory Management Systems? 

There are several types of inventory management systems that businesses use depending on how 

they operate. Three examples are manual inventory, periodic inventory and perpetual inventory. 

Manual methods are the least sophisticated and least accurate, and perpetual systems are the most 

sophisticated and most accurate. 
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   Manual Inventory System: This involves physically counting items and recording them on 

paper or in a spreadsheet. Small businesses may use manual systems. 

 

   Periodic Inventory System: Periodic inventory systems include manual and periodic counts. 

Periodic counts record item details as items move in and out of stock. Barcodes simplify 

stocktaking. A database contains the records of stock levels and locations. 

 

   Perpetual Inventory System: Perpetual inventory systems provide real-time stock data, as they 

rely on active radio frequency identification (RFID) tags that are always on and sending updates 

on item movements. Passive RFID tags, meanwhile, use a scanner to send stock information to the 

database. 

What Is Service Level in Inventory Management? 

A service level for inventory management is how much a company believes it can successfully 

store a particular stock. In other words, it’s the probability a company will avoid stockouts and 

support sales. 

How Does ERP Help in Inventory Management? 

Enterprise resource planning (ERP) is helpful for inventory management because it tracks and 

provides insights into supply chain operation, accounting and purchasing, consolidating the 

information and making it visible in one place. 

What Is Poor Inventory Management? 

Poor inventory management is an imbalance between keeping too much and too little stock. The 

definition of a perfect balance can change as demand changes: Sales change when trends or seasons 

change. Poor stock management increases costs and thereby reduces profits. 

 

 

HOW IS INVENTORY MANAGEMENT DIFFERENT FROM OTHER PROCESSES? 

 

People sometimes confuse inventory management with related practices. Inventory management 

controls all stock within a company. Supply chain management manages the process from supplier 

to delivering the product to the customer. Warehouse management is a part of inventory control 

and focuses on stock in a specific location. 

Inventory Management vs. Inventory Control 
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inventory control is a part of the overall inventory management process. Inventory control 

manages the movement of items within the warehouse. 

 

 
 

Inventory Management vs. Inventory Optimization 

Inventory optimization is the process of using inventory in the most efficient way, and as a result 

minimizing the dollars spent on stock and storing those items. 

 
You can also think about inventory optimization as seeing inventory across all locations and selling 

channels, being able to use any of it to fulfill customer orders—in doing so, you can hold less stock 

overall. 

Inventory Management vs. Order Management 

Inventory management is responsible for ordering and tracking stock as it arrives at the warehouse. 

Order management is the process of receiving and tracking customer orders. Software often 

combines both tasks. 

 
Inventory management plays an important role in order management. As orders are received, 

inventory can be allocated to specific orders, and then the status can be changed in the inventory 

record to essentially put it “on hold” for that order. Furthermore, when the order management 

system and inventory system are integrated, the inventory system can recommend which location 

should fulfill the order, based on where all the items in the order are available—this eliminates 

multiple shipments for a single order. 

Inventory Management vs. Supply Chain Management 

Supply chain management is a process of managing supply relationships outside a company and 

the flow of stock into and through a company. Inventory management may focus on trends and 

orders for the company or a part of the company. 

 
Inventory management is essential for a properly running supply chain. Inventory management 

follows the flow of goods to, through and out of the warehouse. The supply chain includes demand 

planning, procurement, production, quality, fulfillment, warehousing and customer service—all of 

which require inventory visibility. 

Inventory Management vs. Warehouse Management 
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Warehouse management complements inventory management. Warehouse management organizes 

stock in a warehouse. Inventory management manages stock and trends for many warehouses or 

an entire company. 

 
The key to streamlining your warehouse operations is a thoughtfully laid out and meticulously 

organized facility. When each product has a specific place in the warehouse, it prevents staff from 

moving about inefficiently and maximizes labor efficiency. But these processes are only as good 

as the inventory records that drive them. 

Inventory Management vs. Logistics 

Logistics is the practice of controlling processes in a warehouse and in the replenishment and 

delivery systems. Inventory management maintains stock levels and manages stock location. 

 
Inventory management is a crucial part of how companies manipulate their logistics. The 

relationship between inventory management and logistics is interdependent. Logistics need 

inventory management to perform their activities. Good logistics systems improve warehouse and 

operational activities. 

Inventory Management vs. ERP 

An enterprise resource planning (ERP) system is software that manages business activities such as 

accounting, purchasing, compliance and supply chain operations. By contrast, inventory management 

is a part of a modern ERP system, providing insight into stock levels, inventory en route and the status 

of current inventory—this makes it visible across the organization in real time. 

 
Inventory management helps to properly plan a company’s replenishment orders. ERP systems 

give companies accurate inventory data, so they have the most current information for their 

inventory management plan. ERP systems optimize the data so inventory management is 

successful. 
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LOGISTICS 

 

 
 

What is Logistics and Supply Chain Management? 

"Logistics typically refers to activities that occur within the boundaries of a single organization 
and Supply Chain refers to networks of companies that work together and coordinate their actions 
to deliver a product to market. Also, traditional logistics focuses its attention on activities such as 
procurement, distribution, maintenance, and inventory management. Supply Chain Management 
(SCM) acknowledges all of traditional logistics and also includes activities such as marketing, new 
product development, finance, and customer service" - Michael Hugos 

 
 

What is Logistics? 

"Logistics is about getting the right product, to the right customer, in the right quantity, in the right 

condition, at the right place, at the right time, and at the right cost (the 7 Rs)" - John J. Coyle et al 

 
In the past, various tasks were under different departments, but now they are under the same 
department and report to the same head as below, 

 

 

What is Logistics Management? 

"Logistics Management deals with the efficient and effective management of day-to-day activity 
in producing the company's finished goods and services" - Paul Schönsleben 
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What is Supply Chain? 

"Supply Chain is the network of organizations that are involved, through upstream and 
downstream linkages, in the different processes and activities that produce value in the form of 
products and services in the hands of the ultimate consumer" - Martin Christopher 

 

 

 
What is Supply Chain Management? 

Each researcher defines supply chain management differently. However, we would like to provide 
the simple definition as below, 

"Supply Chain Management (SCM) refers to the coordination of production, inventory, location, 
and transportation among the participants in a supply chain to achieve the best mix of 
responsiveness and efficiency for the market being served" -Michael Hugos 

 
What is the Difference Between Inbound and Outbound Logistics? 

"Inbound Logistics refers to movement of goods and raw materials from suppliers to your 
company. In contrast, Outbound Logistics refers to movement of finished goods from your 
company to customers" 

 
To illustrate this term, we make a small graphic as below, 

 

 

As you can see, purchasing and warehouse (distribution center) communicate with suppliers and 
they are sometimes called "supplier facing function". Production planning and inventory control 
function is the center point of this chart. Customer service and transport functions communicate 
with customers and they are sometimes called "customer-facing functions. 
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What is Transport and Logistics? 

"Transport and Logistics refers to 2 types of activities, namely, traditional services such as 
air/sea/land transportation, warehousing, customs clearance and value-added services which 
including information technology and consulting" 

 

 

 
What is International Logistics? 

These are one of the most ambiguous groups of terms in international business out there. They are 
used interchangeably with international supply chains or international production and 
transportation activities. However, the most concise definition is as below, 

"International Logistics focuses on how to manage and control overseas activities effectively as a 
single business unit. Therefore, companies should try to harness the value of overseas product, 
services, marketing, R&D and turn them into competitive advantage" 

 
What is Third Party Logistics or 3PL? 

The concept of 3PL appeared on the scene in the 1980s as a way to reduce costs and improve 
services which can be defined as below, 

"Third Party Logistics or 3PL refers to the outsourcing of activities, ranging from a specific task, 
such as trucking or marine cargo transport to broader activities serving the whole supply chain 
such as inventory management, order processing and consulting." 

 

In the past, many 3PL providers didn't have adequate expertise to operate in complex supply chain 
structures and processes. The result was the inception of another concept. 
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What is Fourth Party Logistics or 4PL? 

The 4PL is the concept proposed by Accenture Ltd in 1996 and it was defined as below, 

"Fourth Party Logistics or 4PL refers to a party who works on behalf of the client to do contract 
negotiations and management of performance of 3PL providers, including the design of the whole 
supply chain network and control of day-to-day operations" 

 
 

You may wonder if a 4PL provider is really needed. According to the research by Nezar Al- 
Mugren from the University of Wisconsin-Stout, the top 3 reasons why customers would like to 
use 4PL providers are as below, 

 

- Lack of technology to integrate supply chain processes 

 

- The increase in operating complexities 

 

- The sharp increase of the operations in the global supply chains 

What is Supply Chain Network? 

Many companies have a department that controls supply chain activity so they believe that SCM 
is a "function". Some companies think SCM is a kind of management system under IT (information 
system or enterprise resource planning.) In fact, SCM is actually a "network" consisting of many 
players as below, 
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A generic supply chain structure is as simple as Supplier, Manufacturer, Wholesaler, and Retailer 
(it's more complex in the real world but a simple illustration serves the purpose.) 

 
The word "management" can be explained briefly as "planning, implementing, controlling". 
Supply Chain Management (in the supply chain education context) is then the planning, 
implementing, and controlling of the networks. 

What is Information Sharing? 

Another important attribute of supply chain management is the flow of material, information, and 
finance (these are things that can be found in lean manufacturing and the six sigma project too). 
Even though there are 3 types of flow, the most important one is information flow aka information 
sharing. Let's see the example of this through the simplified version of the bullwhip effect as 
below, 

 

 
 

When customer demand data is not shared, each player in the same supply chain must make 
some sort of speculation and this can become a management issue. According to the above graphic, 
the retailer has a demand for 100 units, but each player tends to keep stock more and more every 
step of the way. This results in higher costs for everyone in the same supply chain. 

 

 

 
 

68 
  



CCW331-BUSINESS ANALYTICS UNIT-IV 

 

 

 

When information is shared via demand management from retailer down to supplier, everyone 

doesn't have to keep stock that much. The result is a lower cost for everyone. This is sometimes 

called the extended supply chain or supply chain visibility. 

 
Information sharing will also reduce the need to use digital transformation solutions such as 
supply chain systems, digital supply chain, predictive analytics, or artificial intelligence. 

What is Supply Chain Coordination? 

Information sharing requires a certain degree of "coordination" (it's also referred to as 
collaboration or integration in scholarly articles). Do you wonder when people started working 
together as a network? In 1984, companies in the apparel business worked together to reduce 
overall lead time. In 1995, companies in the automotive industry used Electronic Data Interchange 
to share information. So, working as a "chain" is a real-world practice. 

 

What are Conflicting Objectives? 

Working as a network requires the same objective, but this is often not the case (even with someone 
in the same company). "Conflicting Objectives" is the term used to describe the situation when 
each function wants something that won't go well together. For example, purchasing people always 
place the orders with the cheapest vendors (with a very long lead-time) but production people or 
project managers need material more quickly. 

 
To avoid conflicting objectives, you need to decide if you want to adopt a time-based strategy, 
low-cost strategy, or differentiation strategy. A clear direction is needed so people can make the 
decisions accordingly. 

What is the Cost/Service Trade-off? 

The concept of the Cost/Service Trade-off appeared as early as 1985 but it seems that people really 
don't get it.When you want to improve service, the cost goes up. When you want to cut costs, 
service suffers. It's like a "seesaw", the best way you can do is to try to balance both sides. 

 
A real-world example is that a "new boss" asks you to cut costs by 10%, improve service level 
by 15%, and double inventory turns so the financial statement looks good. If you really understand 
the cost/service trade-off concept, you will agree that you can't win them all. The most appropriate 
way to handle this is to prioritize your KPIs. 

What is Supply Chain Relationship? 

To work as the same team, a long-term relationship is key. Otherwise, you're just a separate 
company with a different strategy/agenda. So academia keeps preaching about the importance of 
relationship-building but is not for everyone. 
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Since there are too many suppliers to deal with, a portfolio matrix is often used to prioritize 
relationship-building to create supply chain partners. Focus your time and energy to create a long-
term relationship with suppliers of key products and items with limited sources of supply (or items 
with high supply chain risk.) Because people and human resources are the factors that can make 
or break your supply chain. 

 

 

ANALYTICS APPLICATIONS IN HR & SUPPLY CHAIN 

 
Advanced analytics can be leveraged by HR teams to positively impact both talent and business 
decisions in the organization. HR can evolve from being just a people-management function to 
playing a more transformational role in human capital management and being a strategic business 
partner in the company. 

8 Applications Of Advanced Analytics In HR 

 
1. Hiring The Right Talent With Competency Acquisition Analytics 

Hiring the right talent is instrumental to a company’s success with employees amounting to one 
of the biggest costs and greatest opportunities in most businesses. Hence, in order to study whether 
or not you are acquiring the right talent for your business, competency acquisition analytics can 
be used. 

 

The primary step includes identifying the core competencies that are crucial for the success of your 
business. Then, you can map these competencies against the existing talent, their current 
capabilities and their potential for growth. Talent gaps, if any, can also be identified at this stage. 

 

The HR team can assess whether the existing resources can be trained to plug the identified 
competency gaps, or whether new talent with those competencies need to be hired. 
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2. Recruitment Channel Analytics 

Just as important as hiring the right talent, is understanding where the best talent is coming from. 
Recruitment channel analytics is a process that helps determine where an organization’s best 
employees have been recruited from, and what recruitment channels have been most effective in 
hiring the right resources for the company. 

 

This analysis includes gaining insights by drilling down into historical employee data, surveys and 
feedback records and assessing KPIs such as the return per employee and human capital value-
added. 

 
3. Classification Analysis To Determine The Success Rate Of Teams 

Classification analysis is the process of analyzing historical data to identify patterns that help us 
predict which category a particular observation or data entity belongs to. In HR, this analytical 
method can be used to study the composition of a team, and other context variables in order to 
determine how successful the team will be. 

 

Instead of forming teams merely on the experience, availability of resources, organizations can 
use insights from classification analytics to understand what other factors such as leadership style, 
team dynamics and size, the duration of a project, etc, impact the success rate of a team. Being 
able to determine the success rate of a team beforehand, enables organizations to form the right 
teams for a project. 

 
4. Attrition Analysis 

High attrition is a huge challenge for HR teams and cost intensive for companies. Job postings, 
recruiting, onboarding and training are some significant expenses of losing employees and 
replacing them. This is a bigger problem if you’re in a customer-facing business as customers 
prefer to work with a particular set of people they’re habituated with. One way to reduce attrition 
is by using advanced analytics and NLP to harness the employee reviews data from employment 
websites like Glassdoor, Indeed, Comparably etc. This analysis helps you measure the employee 
satisfaction towards the brand and understand the common factors that lead to attrition. 

 
5. Personalizing Training Programmes 

Instead of applying run-of-the-mill training methods and general programs for all employees, the 
HR team can instead personalize courses to suit the learner’s preference. 

 

In order to do so, ‘adaptive’ learning technology must be used in which data analytics determines 
the learning pace of the employee, the mode of training, as well as what questions are best suited 
for them, in order to personalize the course to suit the learner. 

 
6. Capacity Analytics And Utilization 

One of the major business benefits of advanced analytics in HR is in cutting down costs. HR teams 
can use Capacity Analytics to determine: 
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 What the team capacity is and how much of it is actually being utilized. 

 What activities the team is engaged in when they are working. 

 What processes, tools, and applications are being used to complete the work and how 
much they cost the company. 

 How operationally efficient the team is – helps determine if the team is either overworked 
or underutilized. 

 The capacity for growth. 
 

7. Improving Employee Performance 

 
Although traditional methods of determining and managing employee performance such as peer 
and manager review, monitoring KPIs, etc, are globally used, they have not been very impactful 
in improving employee performance. In fact, a PwC report on Performance Management 
highlights that 52 percent of organizations have made or are planning to make changes to employee 
performance management in the near future. 

 
But with Employee performance analytics, individual employee performance can be measured 

much more efficiently with the help of both historical and real-time data. Employee performance 
analytics provides both a retrospective as well as a forward-looking analysis of what employee 

performance was and how we can improve it. With the resulting insights, we can identify the 
employees that are performing well and which employees need additional training and motivation 

in order to perform better. 

 
8. Anomaly Detection Analysis 

Anomaly detection analysis is used to recognize unexpected or deviant patterns. In HR 
management, anomaly detection analysis can help identify relationships between accidents at work 
and employees who are working longer working hours and possibly fatigued. By identifying 
resources that work longer than a specified threshold, HR teams could prevent accidents and 
injuries in the workplace. 

Examples Of Companies Using HR Analytics 

 
 UPS Improves Employee Performance And Productivity 

An example of a company using HR analytics to improve employee performance can be seen in 
the logistics giant, UPS. UPS has provided its drivers with intelligent handheld computers that 
help drivers make better decisions, such as determining which order to deliver parcels in for the 
most efficient route. 

 

Additionally, the company collects crucial data on the behavior of the driver with the help of more 

than 200 sensors that are fitted onto the trucks. These sensors record data on everything the driver 

does, such as whether or not they wore a seatbelt or how many times they reversed the vehicle. 
 

This data is then used to provide feedback to the drivers and suggest improvements or training 

wherever needed. Another major impact the insights have had is on the revenue of the company – 
 

72 
  

https://www.pwc.in/assets/pdfs/publications/2016/performance-management-in-india-a-change-beckons.pdf


CCW331-BUSINESS ANALYTICS UNIT-IV 
 

 

 

UPS has achieved a reduction of 8.5 million gallons of fuel and 85 million 
miles per year. Drivers are now making more deliveries per day with an 
average of 120 stops a day as opposed to less than 100 in the past. 

 
 Bank Of America Saves $15 Million With Retention Analytics 

Turnover rates in US-based call centres are generally high – about 40%. 
And Bank of America was experiencing a similar problem with its call 
centres as well. This in turn led to poor customer experience and customer 
frustration. After collecting data from all its call centers, the company 
leveraged analytics to understand the root cause for such high turnover 
rates. The company found that the call centers which promoted inter-office 
collaboration have higher retention compared to the ones that did not. 

 

Using this insight, the bank optimized its business policies and allowed 
everyone to take breaks together. After just a few weeks of this change, 
Bank of America witnessed that the call handling time was 23% faster and 
cohesiveness was up by 18%. This led to the company saving $15 million 
with the increased productivity and decreased employee turnover. 
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