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Chapter 9 – High Commitment HRM

Introduction

· High-commitment human resources management (HC HRM) is a general catch-phrase for an ensemble of HR practices that aim at getting more from workers by giving more to them

· Comes in a variety of flavors including TQM and open-book management

· Note that it isn’t a panacea – it comes with substantial costs and can fail in a big way under certain conditions

Goals of high-commitment HRM

· Goal is a dedicated and flexible workforce, working with their heads as well as their hands

· Note the three dimensions of employee effort that are particularly sought

· Employees will work for the best interests of the firm based on a deep understanding of those issues

· Employees will be flexible, willing to take on other assignments if this is in the best interests of the firm

· Employees will really think, anticipating what needs to be done and helping the firm to improve

Characteristics of high-commitment HRM systems

· Include:

· Employment guarantees

· Egalitarianism: with symbolic distinctions (e.g. reserved parking spots) eliminated or downplayed; and real distinctions (e.g. compensation levels) also de-emphasized

· Emphasis on self-managed teams and team production

· Job enlargement and enrichment (greater variety of challenging tasks than usual)

· Premium compensation (wages and benefits)

· Incentive compensation based on team, unit or firm wide performance (not individual performance)

· Extensive socialization and training

· Job rotations

· Open sharing of information about all aspects of the firm

· Open channels of communication, with hierarchical distinctions downplayed

· Extensive screening of prospective employees, with particular emphasis on cultural fit

· Emphasis on ownership (employees given stock)

· Not that all these things fit very nicely together … the complementarities are very strong

· Consider the above in terms of the following 4 dimensions

· Recruitment

· Need to recruit employees who are capable of & inclined to provide the sort of consummate effort sought

· Heavy investments in training only make sense and pay dividends if workers stay around (low turnover) …so HC HR firms devote more resources than usual to recruitment

· Given the teamwork, flexibility and demanding nature of jobs in these firms, attitude and fit count for a lot in recruiting (rather than merely talent and experience)

· Given they desire employees who are highly intrinsically motivated, often consciously downplay their high compensation and generous benefits during the recruiting process

· To aid employee self-selection, emphasize the non standard aspects of the firm, and provide a heavy dose of culture & mission during interview process … looking for employees who want to join their ‘crusade’

· Training

· Employees must be trained to enhance their ability to work in teams, and to equip them to be flexible in performing a variety of tasks

· Accordingly workers are trained and cross-trained extensively so that they can fill jobs as needed

· Also given broader forms of education & information to help them understand broader business context

· Job rotations also enhance flexibility and organizational understanding

· Enabling

· Employees must be given the information, opportunity and authority to allow the efforts being sought

· To that end hierarchy is demphasized, with individuals and teams given the autonomy to be self-managing

· Job enlargement and enrichment also give employees greater scope for making contributions

· Motivation

· Employees must be motivated to provide consummate effort, to be flexible and to use their heads

· Strong culture and socialization lead to powerful peer pressure used to combat free-riding

· Typically try to reinforce a few basic messages to help communicate and institutionalize

· Employees are masters of their destinies

· We are all in this together

· Good ideas can come from anywhere

· We must continually improve

Three flavors of HC HRM

· Total Quality management

· Also called Toyota Production system, world class manufacturing, lean production systems, reengineering

· Philosophy of management that emphasizes quality (as defined by conformance to specifications) that is achieved through continual and continuous incremental improvement

· At the heart of this is line workers who are responsible for monitoring and suggesting improvements

· Typically HR practices include careful selection, training, job rotations and free sharing of information.  Also usually have premium compensation and employment guarantees

· Production technology includes Kanban, statistical quality control, and careful documentation

· Empirical evidence demonstrates that while implementing either the HR or production pieces of this philosophy alone leads to some benefits, there is an extra interaction effect of doing both … the real benefit 

· Open book management

· Key element is the free sharing of information that enables employees to evaluate their own actions in terms of how they impact a selected bottom line measure (focus on financial measures & effects vs. quality per se)

· Workers are then exhorted and empowered to take whatever steps they find worthwhile to improve performance along this dimension

· Typically HR practices also include employment guarantees, job enrichment and enlargement, cross training

· Traditional top-tier Japanese organizations

· Manage core employees through a hybrid of HC HRM and internal labor markets

· Employees recruited straight out of school, and moved slowly along a well-defined hierarchy of positions

· HR practices include extensive cross-training, incentive compensation based on group or firm performance

When is HC HRM appropriate

· HC HRM certainly isn’t free and so the costs need to be compared with the benefits

· Appropriateness of HC HRM in a given setting depends on the five factors 


              (external environment, workforce, culture, strategy, technology of production)

· Some examples of where HC HRM more appropriate

· Compete in a marketplace in which quality is all important

· Service industries where quality of service is important, and largely at unsupervised discretion of employees

· Compete on cost in a setting where process improvements are available

· May be more inappropriate where

· Compete principally on cost/ produce a commodity product

· Process improvements unlikely to be found

· High levels of labor mobility

· Organizations with large workforces in declining markets (find employment guarantees prohibitive)

· Also need to consider your starting point: if starting from a conventionally run firm with traditional HR practices, shifting to HC HRM is a formidable task - not only must all the pieces of the system be adopted, but need to reshape employee expectations (capture their hearts and minds)

· Likely issues in implementing

· Strong resistance from first-line supervisors and middle managers – who lose their perks, status and authority, often without compensating gains

· Potential loss of talented middle managers

· Employee confusion, skepticism, even downright hostility (increased job pressure, need to learn new skills)

· Union resistance – since they typically see HC HRM as a system that blurs the distinction between labor and management … a distinction that is often important for them

· Top management struggle with loss of autonomy and loss of perks

