MGT521: Strategic Human Resource Management 2014
Peking University HSBC Business School

Instructor: Professor C. James Yen
Room 664 (O): 26033626
jamesyen@phbs.pku.edu.cn

Class Hours: Nov. 13" to Jan. 13" (Second Module)
Tuesdays and Fridays; 10:30am-12:20pm

Office Hours: Wed. 2:00pm-4:00pm, or by appointment.

Classroom: Room 209

1. Course Overview

To realize the competitive advantage from having the most ingenious product
design, the best marketing strategy, or the most state-of-the-art production technology,
managers and organizations now recognize the importance of having an effective system
for obtaining, mobilizing, and managing the organization’s human assets. A number of
world-wide developments, including demographic changes in the labor force, the rapid
pace of technological change, increased global competition, experiments with new
organizational arrangements, and public policy attention to work force issues are making
human resource management (HRM) increasingly “strategic” for organizations.

Although many organizations recognize the importance of managing the work force
effectively and even “know” what approaches are effective, it is remarkable how often
managers and organizations fail to implement these approaches. Consequently, this
course has two central themes: (1) How to think systematically and strategically about
aspects of managing the organization’s human assets, and (2) What really needs to be
done to implement these policies and to achieve competitive advantage through people.
The intent of the course is both to impart knowledge as well as to stimulate discussion
about the values and beliefs that stand in the way of implementing this knowledge.

As an elective course in management program, MGT521 is not to get into the technical
details of issues that are primarily relevant to those intending to be human resource
professionals, such as the psychometric aspects of test validation, the specifics of job
evaluation methods, the mechanics of interviewing, or the intricacies of employment law.
Rather, the course adopts the perspective of a general manager and addresses human
resource topics from a strategic point of view, considering how HRM might aid in
developing competitive advantage and what should be done to fulfill this potential.



This course is also designed to be integrative, drawing upon foundational material to
which you have been exposed in organizational behavior, economics, and strategy. To
integrate the conceptual and applied material, we will use a series of short cases. Each
case will provide a hypothetical situation that is closely related to the topics of our
sessions. For this reason, it is important that you always prepare the case before class. A
case write-up will be due every week before we discuss the case. To help focus your
analysis, a set of case questions for each case will be provided a week before. The
questions can be used to guide your case preparation.

It is also important that we take advantage of knowledge and experience of class
members. So, where relevant, please feel free to bring your own thoughts and illustrations
into class discussion. Throughout the course, we will consider how HRM differs across
countries. | encourage students with global experiences to bring this knowledge into the
classroom. The employment relationship in China is different in many respects from
other countries, so it is important that you, as future managers, appreciate these
differences and how human resources might be managed differently in other cultures. For
the international students, it might be even more important for you to understand the
culture and common HRM practices in China if you are interested in developing your
career here or in Chinese companies. To increase your effectiveness in managing human
resources, it is important to explore how, why, and under what circumstances various
approaches work. Your previous knowledge and experience will be a valuable source of
data for our learning in class.

The course is divided into three sections. The first addresses the core concepts in strategic
HRM: vertical and horizontal alignment; when and how to achieve re-alignment so that
the HR activities can produce the skills and behaviors required that make the strategy
work. The second section deals with a number of key HR levers available to managers in
developing an effective personnel system. The third section of the course provides a brief
summary and integration of the material.

2. Course Work and Grading

In designing the course, its content, and operating procedures, | have tried to
adhere to a basic belief that is worth making explicit:

We, students and faculty collectively, are jointly responsible in large measure for
what goes on in the classroom.

While | work hard at promoting your learning, you need to understand it is ultimately
your learning. Therefore, the quality of the learning experience also heavily depends on
your preparation and how you contribute to the class discussion. That is, what you learn
depends on the effort you and your colleagues expend. | will do my utmost to facilitate
the learning process, but in the end, what you gain from the class is largely up to you (and
your colleagues, t00).



To implement this belief, I have tried to organize and run the course in ways that
emphasize class discussion. Your grades reflect your individual effort as well as that of
your team. You will be randomly grouped as teams, and | encourage you to prepare for
the class and to discuss course concepts with your team members. Everyone needs to
submit a case write-up every week, while the final exam will be the joint product of your
team. Let me elaborate in the following section.

Grading
Class Participation: 1/4 of grade
Case Write-up: 1/4 of grade
Final Exam: 1/2 of grade

Class participation grades reflect my judgment of your contribution to the learning
environment. The grades take into account (1) the frequency of your responses in class, (2)
their quality (e.g., relevance to course materials; insights that differ from others’ points of
view; elaboration or clarification of others’ opinions), and (3) the professionalism of your
conduct (i.e., attendance, punctuality, preparedness, and respect to your colleagues and
their contributions).

Case write-up grades are my evaluation of your opinions about the cases in written
format. Everyone is required to submit your own write-up, within a page, every week.
That said, you are encouraged to prepare for the class and to discuss course concepts with
your team members because your final exam depends on team discussion. It is reasonable
to expect better performance in the final exam if you and your team members get together
once or twice a week to discuss a case.

Final exam grades are my assessment of your team’s opinions about the exam case in
written format. | will use both relative and absolute evaluation schemes. By relative, |
mean that there will be as many different grades as the number of teams in class. For
example, if we have five teams, there will be five different final exam grades. The grades
are the same for all members of your team. Thus, your exam grades depend on how your
team does in writing up the exam case. By absolute, | mean that it is possible for all
teams to get good grades if every team passes a reasonable threshold. Finally, unlike the
case write-ups that limits to only one page, the final exam can be up to five pages.



3. Course Materials

Required Readings:

The readings, coming from a number of different sources, are carefully chosen to
reflect a variety of perspectives and to stimulate your thinking. This class is probably the
best opportunity you have to learn about human resources from a general management
perspective—a subject that will become increasingly important as your career develops.
| hope you will seize this opportunity and avail yourself of all the course materials.

1. Baron, J., and Kreps, D. 1999. Strategic Human Resources: Frameworks for
General Managers. John Wiley & Sons, Inc. (Hereinafter referred to as
Baron/Kreps).

2. Lazear E. 1995. Personnel Economics. MIT Press. (Hereinafter Lazear).

3. Cases in Drucker, P. 2008. Management Cases. (Rev. Ed.). HarperCollins.
(Hereinafter Drucker).

4. Cases in Seetoo, W. 2000. Collection of Cases. (Hereinafter Seetoo).

Additional Readings (Optional):

1. Lazear, E., and Gibbs, M. 2008. Personnel Economics in Practice. John Wiley &
Sons, Inc. (Hereinafter Lazear/Gibbs).

2. Penrose, E. 1959. (2009, 4" Ed.). The Theory of the Growth of the Firm. Oxford
University Press. (Hereinafter Penrose).

3. Meyer, M. 2002. Rethinking Performance Measurement: Beyond the Balanced
Scorecard. Cambridge University Press. (Hereinafter Meyer).

4. Rosenzweig, P. 2014. Left Brain, Right Stuff: How Leaders Make Winning
Decisions. Public Affairs. (Hereinafter Rosenzweig).



4. Course Schedule and Outline

Summary of Class Sessions

SessionMonth Date Day Topic Textbook Case
1 Nov. | 14 | Fri. | Introduction Chapter 1
2-1 | Nov. | 18 | Tue. Chapter 2
Alignment .
22 | Nov. | 21 | Fri. Chapter 3 Whatis a Growth
Company?
3-1 | Nov. | 25 | Tue. Penrose, 1959
Re-Alignment

Nickerson/Zenger,

3-2 | Nov. | 28 | Fri 2002; March, 1991

Andy Grove of Intel

4-1 | Dec. | 2 | Tue. Chapter 4 & 8
Employment
: Are You One of “Us” or
4-2 | Dec. | 5 | Fri. Chapter 5 One of “Them™?
5-1 | Dec. | 9 |Tue. Chapter 13
Job Design
. How to Staff the Dead-
5-2 | Dec. | 12 | Fri. Chapter 9 end Job?
6-1 | Dec. | 16 | Tue. Chapter 10
Performance
.| Evaluation What Are “Results” in
6-2 | Dec. | 19 | Fri. Meyer, 2002 the Hospital?
7-1 | Dec. | 23 | Tue. Strategic Chapter 11
.| Motivation Choosing the Ways to
7-2 | Dec. | 26 | Fri. Chapter 12 Motivate
8-1 | Dec. | 30 Tue.| Training/ Chapter 15
Career

New Training Director

8-2 Jan. 2 | Fri. |Development Chapter 16 OR FEailed Promotion

9-1 | Jan. | 6 |Tue. Chapter 17
Turnover/
.| Succession The Function of the
9-2 ' Jan. | 9 | Fri Chapter 14 Chief Executive
10 Jan. | 13 ' Tue. | Integration Chapter 20

Exam | Jan. | 16 | Fri. | Final Exam | The exam is due on Jan. 17™ (Sat.) at 9am.



Part . Core Concepts in Strategic HRM

Session 1. Introduction: The Strategic in Strategic HRM (Nov. 14)

Reading: Baron/Kreps, Chapter 1 (“Introduction”) and Lazear, Chapter 1
(“Introduction”).
Porter, M. 1996. What is Strategy? Harvard Business Review.

Session 2-1. Alignment: Fitting with the Broader Context (Nov. 18)

Reading: Baron/Kreps, Chapter 2 (“The Five Factors™).

Optional: Jacobs, D. 1981. Toward a Theory of Mobility and Behavior in
Organizations: An Inquiry into the Consequences of Some Relationships
Between Individual Performance and Organizational Success. American
Journal of Sociology, 87 (3): 684-707.

Session 2-2.  Alignment: Internal Consistency (Nov. 21)

Reading: Baron/Kreps, Chapter 3 (“Consistent HR Practices: The Whole Can Be
More than the Sum of the Parts”).

Optional: Ichniowski, C., Shaw, K., and Prennushi, G. 1997. The Effects of Human
Resource Management Practices on Productivity: A Study of Steel
Finishing Lines. American Economic Review, 86 (3): 291-313.

Case: What is a Growth Company? (Case 3 in Drucker).

Session 3-1. Re-Alignment: Individual Learning and Change (Nov. 25)

Reading: Penrose, Chapter 4 (“Expansion without Merger”), and Chapter 5
(“Inherited Resource and the Direction of Expansion”).

Optional: Baron/Kreps, Chapter 19 (“HRM in Emerging Companies”).

Lazear/Gibbs, Chapter 14 (“Entrepreneurship and Intrapreneurship™).



Session 3-2. Re-Alignment: Organizational Learning and Change (Nov. 28)

Reading: March, J. 1991. Exploration and Exploitation in Organizational Learning.
Organization Science, 2 (1): 71-87.

Nickerson, J., and Zenger, T. 2002. Being Efficiently Fickle: A Dynamic
Theory of Organizational Choice. Organization Science, 13 (5): 547-566.

Optional: Gupta, A., Smith, K., and Shalley, C. 2006. The Interplay Between
Exploration and Exploitation. Academy of Management Journal, 49 (4):
693-706.

Case: Andy Grove of Intel: Entrepreneur Turned Executive (Case 39 in Drucker).

Part Il. Key Levers in Strategic HRM

Session 4-1. Employment: An Economics Perspective (Dec. 2)

Reading: Baron/Kreps, Chapter 4 (“Employment and Economics”), and Chapter 8
(“Internal Labor Markets”).

Optional: Baron/Kreps, Appendix A (“Transaction Cost Economics™) and Appendix
B (“Reciprocity and Reputation in Repeated Interactions”).

Lazear/Gibbs, Chapter 15 (“Employment Relationship™).

Session 4-2. Employment: A (Social) Psychological Perspective (Dec. 5)

Reading: Baron/Kreps, Chapter 5 (“Employment as a Social Relation™).

Optional: Nickerson, J., and Zenger, T. 2008. Envy, Comparison Costs, and the
Economic Theory of the Firm. Strategic Management Journal, 29 (13):
1429-1449.

Case: Are You One of “Us” or One of “Them”? (Case 21 in Drucker).



Baron/Kreps, Chapter 9 (“High-Commitment HR”), and Lazear, Chapter 4

Session 5-1. Job Design (Dec. 9)
Reading: Baron/Kreps, Chapter 13 (“Job Design”), and Lazear, Chapter7 (“The
Job”).
Optional: Work Simplification and the Marketing Executive (Case 15 in Drucker).
Session 5-2.  Job Design: Team-based Design of HRM (Dec. 12)
Reading:
(Work-Life Incentive Schemes).
Optional: Lazear/Gibbs, Chapter 8: p. 201-215 (“Advanced Job Design: Teams”).
Case: How to Staff the Dead-end Job? (Case 19 in Drucker).

Session 6-1. Performance Evaluation: Dimensions of Key Performance Index (KPI)

Reading:

Optional:

Session 6-2.

(Dec. 16)

Baron/Kreps, Chapter 10 (“Performance Evaluation™), and Lazear,
Chapter 8 (“Evaluation™).

Rosenzweig, P. 2014. Chapter 3 (“Performance, Absolute and Relative™).
Lazear/Gibbs Chapter 9 (“Performance Evaluation™).
Baker, G., Gibbons, R., and Murphy, K. 1994. Subjective Performance

Measures in Optimal Incentive Contracts. Quarterly Journal of Economics,
109 (4): 1125-1156.

Performance Evaluation: KPI and Its Limitation (Dec. 19)

Reading:

Optional:

Case:

Meyer, Chapter 1 (“Why are Performance Measures So Bad?”).

Meyer, M. 1994. Measuring Performance in Economic Organizations. In
Smelser, N., and Swedberg, R. (eds.), Handbook of Economic Sociology,
Princeton University Press and Russell Sage Foundation.

What Are “Results” in the Hospital? (Cases 13 in Drucker).



Baron/Kreps, Chapter 11 (“Pay for Performance”), and Lazear, Chapter 2
(Fixed or Variable Pay?”), and Chapter 3 (“Relative Compensation”).

Baron/Kreps, Appendix C (“Agency Theory”), and Lazear/Gibbs, Chapter

Zenger, T. 1992. Why Do Employers Only Reward Extreme Performance?
Examining the Relationships among Performance, Pay, and Turnover.

Baron/Kreps, Chapter 12 (“Compensation Systems: Forms, Bases, and
Distribution of Rewards”), and Lazear, Chapter 5 (“Team Compensation™),

The Success and Failure of Management Associate (Article by Seetoo in

Session 7-1.  Strategic Motivation (Dec. 23)
Reading:
Optional:
10 (“Rewarding Performance™).
Administrative Science Quarterly, 37 (2): 198-219.
Session 7-2.  Strategic Motivation (Dec. 26)
Reading:
and Chapter 6 (“Other Issues in Compensation”).
Optional: Lazear/Gibbs, Chapter 12 (“Options and Executive Pay”™).
Case: Choosing the Ways to Motivate (by &]{EZEEY, MBI E).
Session 8-1. Training and Career Development | (Dec. 30)
Reading: Baron/Kreps, Chapter 15 (“Training”).
Optional: Lazear/Gibbs, Chapter 3 (“Investment in Skills”).
Chinese, {E{H5FELHIRIEHD).
Session 8-2. Training and Career Development 11 (Jan. 2)
Reading: Baron/Kreps, Chapter 16 (“Promotion and Career Concerns™).
Optional: Lazear/Gibbs, Chapter 11 (“Career-Based Incentives”).
Case’:

The New Training Director in the Hospital (Case 20 in Drucker), or

The Failed Promotion (Case 31 in Drucker).

! Choose either Case 20 or Case 31 for your write-up.
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Session 9-1. Turnover and Succession: Employee Turnover and Layoff (Jan. 6)

Reading: Baron/Kreps, Chapter 17 (“Downsizing”).

Optional: Lazear/Gibbs, Chapter 4 (“Managing Turnover”).

Session 9-2. Turnover and Succession: Executive Succession (Jan. 9)

Reading: Baron/Kreps, Chapter 14 (“Staffing and Recruitment”).

Optional: Changes at the Top: The Antecedents of Executive Turnover and
Succession. (Chapter 6 in Finkelstein, Hambrick, and Cannella, A. 2008.
Strategic Leadership: Theory and Research on Executives, Top
Management Teams, and Boards. Oxford University Press).

Case: The Function of the Chief Executive (Case 48 in Drucker).

Part I1l. Summary and Integration

Session 10.  Integration (Jan. 13)

Reading: Baron/Kreps, Chapter 20 (“Organizing HR”).

Case’: TBD.

Final Exam (Jan. 16)

Final exam starts at 3:30pm on Friday. It is due on Jan. 17" (Sat.) at 9am.
Every team needs to submit ONE copy of your case report before the
deadline.

2 No write-up is due.
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