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PREFACE TO THE FIRST EDITION

Traditionally the human resources management function is viewed as the life blood of each and
every organization since it deals with all people related aspects in the organization. People make
the organization and without people an organization does not exist nor function in a productive
way. A highly functional board must be comprised of one or more human resources management
experts who have permanent seats in the board in order for them to continuously guide the
organization towards fulfilling its human resources needs, goals, development plans and strategy.
The human resources management function can only successfully add value to the organization
through: aligning its human resources strategy to the corporate strategy; developing effective
human resources policies and strategies; coordinating and integrating its various human
resources activities with other functional departments; upholding good corporate governance and
ethics standards; receiving adequate support from the board and executive management and so
on. The purpose of this book is to educate readers about the role played by the human resources
management expert in a board. Furthermore, effective business leadership is another critical
ingredient that helps to produce highly functional boards nowadays since the leadership qualities
of the board of directors significantly determine their ability to guide the organization towards
achieving its mission statement and vision. Another purpose of this book was to introduce
readers to the basic: human resources management activities, roles & functions of a board and
how to conduct the recruitment of board of directors in both profit-making and non-profit
making organizations. The other aim of this book was to highlight how the ethics function can
collaborate with the human resources function since this is one of the key responsibilities of a
human resources management expert in a board. In addition this textbook placed more emphasis
on highlighting the role played by human resources management experts in designing and
implementing board training activities in their capacity as members of governance, nominations
or remuneration committees in a board. While on the other hand this book also aimed to
highlight the positive impact of board training in areas such as ethics & compliance, governance,
innovation and public relations skills a board can enjoy as a result of continuous training. Lastly,
another aim of this book was to contribute to the board of director profession, field of human
resources management & business leadership focusing on the development of a board of director
by publishing a free eBook and a print hard copy to empower all chairpersons, company

secretaries, board of directors, CEOs, COOs, CFOs, managers, head of departments (namely:

10



human resources, marketing, operations & supply chain, finance, information technology,
research & development, legal affairs and so on), business executives and so on. This book
specifically targeted people in the continent of Africa, North America, Europe, Oceania and Asia
in order to provide them with basic knowledge about the strategic importance of the human
resources management experts in a board and the organization as a whole since a book is ‘a
source of wisdom’. Furthermore, I noticed that in this life we live today humanity can only
progress through consistent learning or knowledge sharing and the desire for consistent learning
can only be strengthened through book writing and rigorously promoting a culture of book

writing amongst all people located across the world in various career-fields.
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Chapter 1: How functional departments - contribute
to the success of the organization & the introduction to

human resources management

After reading this chapter you should be able to:

e Define the following terms: specialization, departmentalization, functional department,
human resources management, marketing, accounting, operations management, research
& development. Explain the meaning of the job tile abbreviation CINO.

e Draw and label an organizational structure and functional departments in an organization.
Identify the advantages of functional departments in an organization. Explain the reasons
why boards must have a specialist from each functional department in the organization.

e Describe the role played by the different functional departments to contribute to the
overall success and the innovation agenda of an organization. Explain what is human
resources management and the role played by the human resources function in improving
business performance.

e Describe the meaning of the term strategic human resources management. Outline some
of the human resources department activities.

e Discuss the importance of human resources management.
1.1 Introduction

The most critical ingredient or driver of prosperity in any type of organization in terms of
achieving good corporate governance, high quality management, profitability and effective
branding strategies is its ‘board of directors’. Generally an organization’s board of directors play
a critical role in ensuring that the organization: (1) successfully aligns its corporate strategy to its
various business functions, (2) it continuously aims to enhance its ‘employer brand’ status in the
labour market, (3) it continuously enhances both its market position and market value in order to
consistently attain its set operational and profitability goals. Boards that are highly effective
often adapt a general rule that in each and every board meeting they must analyze or discuss any

input of ideas or useful information that has been submitted by all the organization’s departments
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on all matters related to the organizations’ processes, systems, policies and plans. In general ‘an
organization is a system that is composed of interrelated parts’ (Hunter, 2002:6). “Within the
process part of the system there are usually various elements or subsystems working together to
convert the inputs into outputs. In the example, we could view the various departments such as
production, stores, administration and distribution departments as subsystems. The way these
subsystems operate is to provide inputs to each other so that the total system operates

9]

effectively”’ (Hunter, 2002:6). Each and every functional department in the organization has its
strategy that forms part of the business strategy for instance, human resources strategy,
marketing strategy, operations strategy, research & development (R&D) strategy and so on all
form a corporate/business strategy. Thus, ‘an organization’s board’ is the key driver or central
point of the organization’s system where all the critical decisions, ideas and innovations that
shape the future of the organization are made in order to: represent shareholder’s interests,
increase both the market/customer value and business performance. Innovative ideas from the
board of directors often succeed when they are implemented and this is also due to the fact that
some of these ideas are comprised of input from the various departments in the organization such
as human resources management, marketing, research & development (R&D), operations
management, finance, information & technology (/7) and so on. On the other hand people related
problems at the workplace are becoming more complex on a daily basis and the need to manage

people has gained value globally. The following section will cover the definition of terms that

will be discussed in this chapter.
1.2 Definition of terms

Most of the words that are used in the business field nowadays have numerous definitions that
have been developed by industry experts and academics. ‘Specialization’ refers to the separation
of labour into different tasks based on the individual’s knowhow of performing these tasks/duties
and this maybe done at the workplace (Rudolph. Patrick. T. Muteswa, 2019). The term

‘departmentalization’ is when an organization places jobs into groups in order to form working

! Hunter, C. (2002) Managing People in South Africa: a Systematic Approach to Human Resources Management.

Pietermaritzburg: Bytes Document Solutions.
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units that are known as departments, units or divisions? (Ferrell and Hirt, 2000:194). In addition
the term a ‘functional department’ refers to the placing of jobs that carry-out the same functional
tasks for instance operations & production, marketing, human resources, R&D and so on (Ferrell
and Hirt, 2000:194). The term ‘human resources management’ encompasses all the functions
that are aimed at assessing the labour requirements of the organization, as well as hiring,
educating and developing, remunerating people to satisfy the labour requirements of the
organization. ‘Marketing’ consists of various activities combined together after being devised to
facilitate the exchange of goods/services and operations through developing, delivering, pricing,
advertising and selling value adding products, services and ideas customers needs or wants
(Ferrell and Hirt, 2000:194). Generally the words finance and accounting are interrelated. The
term ‘accounting’ refers to the recording, quantification, analysis and the extraction of meaning
from financial data (Ferrell and Hirt, 2000:358). ‘Operations management’ refers to the creation
and management of the activities in the organization that are concerned with the transformation
of resources into goods or services (Ferrell and Hirt, 2000:218). The term ‘research &
development’ refers to the activity of continuously developing, learning, diffusion and the
understanding of various new theoretical or experiment ideas and concepts that are carried-out
by organizations or the State with the aim of achieving innovation through the creation of new
products/services and or alternatively by adding more value to already existing products or
services in the form of modifying their features, utility, robustness, design, quality and so on.
(Rudolph. Patrick. T. Muteswa, 2019). Lastly, this chapter contains a new popular job title in the
field of information & technology (/7) namely; chief innovation officer (CINO) who has the
responsibility of handling all the day-to-day duties that are linked to innovation in the
organization and its systems as a whole. The following section will cover all aspects related to an

organizational structure.

2 Ferrell, O. and Hirt, G. (2000) Business: A Changing World. 3™ Edition, New York: McGraw-Hill Incorporation,
p167-358.
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1.3 The organizational structure and functional departments in an

organization

An organizational structure is a chart or diagram that clearly depicts: the hierarchical levels of
leadership or management in the organization; chain of command between the levels of
management; all the functional departments in the organization; all the job titles found in each
functional department; the communication channels in the organization and so on. A typical
organizational structure of a large food manufacturer that operates nationally is shown below in

Figure 1.1.

Figure 1.1: An organizational structure of a national food manufacturer

Board of
Directors

Executive
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Officer

Resources
Director

I—r_u—u_ﬁ_l—u—-_—-'—l
| | I I ¥ )
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ecruitmentl Training | Talent | HRMIS I Payroll&‘ frabioy |

Operations | Human Marketing | Flformatlonl Finance

echnology

Director Director

Director Director

Consultant Consultant Consultant Consultant Benefits Relations
Consultant Consultant

Figure 1.1 depicts an organizational structure/chart of a large national food manufacturer and its
various departments comprising of marketing, operations, human resources management, finance
and information technology. The board of directors and the CEO devise the organization’s
mission and objectives which they communicate to all the departments. On the other hand the
CEO and the functional managers formulate strategic goals and plans that must be achieved by
coordinating all the departments’ activities. The functional manager and line managers formulate
their strategic and operating plans which they use to achieve the organization’s objectives and
goals. The following section will cover the advantages of functional departments in an

organization.
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1.4 Advantages of functional departments in an organization

It is important to point-out the fact that innovation takes place across the entire organization (that
is in each and every department) therefore there is no single department in an organization that
exclusively enjoys innovation progress. The various advantages of functional departments in an

organization are depicted in Figure 1.2 below.

Figure 1.2 Four advantages of functional departments in an organization

Figure 1.2 helped to highlight the various advantages of functional departments in an

organization and these are further discussed as follows:

1.4.1 Easy to manage

One of the key advantages of functional departments in an organization is that they enable the
organization to easily manage the various tasks that are carried-out by the different specialists
employed in these job groupings. Functional departments are characterized of people with high
knowledge, experience and interest in the particular field of specialization. Generally board of

directors often rely on the reports and information that is produced and submitted to them by the
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functional departments in making critical strategic decisions and setting the corporate governance

practices to adopt.

1.4.2 They help to boost efficiency

When jobs are performed based on specialization, tasks are generally completed at a much faster
rate, with limited errors and this therefore enables the department in question to become much more
efficient. A skilled individual can use fewer inputs to produce more output of a product/service
without compromising the quality and utility of the end product or service. Therefore, efficiency is
one of the main advantages of the division of work into groups based on specialization. When all
the functional departments in an organization are totally efficient in the way they conduct their

activities this often helps the board to easily attain its operational efficiency goals.

1.4.3 They help to create an innovation-driven culture

Functional departments are comprised of people who have similar educational backgrounds,
experience and knowledge in a specific business related field. When people who work together in
a department share similar interests it often becomes much easier for them to share ideas or
motivate each other to become creative in order to improve the organization’s processes, systems,
policies, products or services and so on. Therefore, by doing so a culture of innovation is
inevitably developed in the functional department. In general an innovation culture in an
organization must first start from the board of directors and then it proceeds all the way down to
the CEO, COO, functional department managers, supervisors and the employees. In a nutshell
organizations that appoint board of directors or leaders who do not believe in the importance of an
innovation culture are more likely to have functional departments that have stagnant innovation

Processes.

1.4.4 The functional department strategy supports the overall corporate strategy

In general all the functional departments in an organization implement their key strategy which
must be aligned to the overall corporate strategy of the organization. Notably, the fact that the
strategy of a functional department is implemented on a day-to-day basis tends to ultimately

enable the organization to achieve its set strategic and innovation goals. When functional
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departments achieve their set operational and strategic goals which are aligned to the
business/corporate strategy of the organization they inevitably strengthen the overall performance
of the board of directors in the organization. This is due to the fact that an organization is a system
that is made up of interrelated parts thus the board of directors and the CEO form the central point
of the system. Even in the top management structures (such as board of directors/board of
management) in some of the organizations there is always a sit that is reserved for a certain
specialist area(s) that are found in the functional departments of the organization for example a
human resources management, R&D, operations management, finance & accounting, ethics &
compliance and information technology specialists. A good example of a leading global
organization with different specialists that are part of its board is automobile manufacturing firm
the BMW Group which has its headquarters in Munich, Germany which greatly values its human
resources function. “Establishment of BMW. BMW can trace its roots back to Karl Rapp and
Gustav Otto. In 1916, the Flugmaschinefabrik Gustav Otto company had merged into Bayerische
Flugzeug-Werke AG (BFW) at government behest. Elsewhere, in 1917, the Rapp Motorenwerke
company became Bayersiche Motoren Werke GmbH, which was duly converted into an AG
(public limited company) in 1918. BMW AG subsequently transferred its engine construction
operations - including the company and brand names - to BFW in 1922. The date of BFW's
founding, 7 March 1916, has therefore gone down in history as the foundation date of Bayerische
Motoren Werke AG”* (BMW Group, 2019, https://www.bmwgroup.com/en/company.html). The

BMW Group currently has a human resources management expert and many other experts who
are currently part of its board of management (BMW Group, 2018). In general when human
resources management experts in an organization are part of an organization’s board of
management they help to align the organization’s human resources management strategy to its
corporate strategy in order to help the organization achieve its set goals and objectives. The
various reasons why specialists from the different career fields that are found in the organization’s
functional departments must be appointed as board of directors will be covered in the following

section.

3 BMW Group (2019) Five BMW Milestones. Available from: https://www.bmwgroup.com/en/company.html
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1.5 Why boards must have a specialist from each functional department in the

organization

Over the past number of years or decades some of the organizations have specifically chosen the
recruitment policy of nominating board of directors with vast work experience and high
educational backgrounds whilst placing less emphasis on the abilities of the job candidates to be
creative, innovative and strategic on-the-job. Today value-driven organizations tend to place
more emphasis on the job candidate’s innovativeness, specialty area and educational
background. Organizations that are considered to be highly successful in global business in this
present day have boardrooms that are filled with specialists with qualifications and expertise in
various fields of specialization that are similar to the organization’s functional departments. A
board of director with expert knowledge in a certain career field often helps to increase the
knowledge capital of the organization and the board. An individual with the adequate theoretical
knowledge and capabilities to propel the organization to its maximum greatness in the
marketplace as a result of innovative thinking is the ultimate job candidate every board
nominations’ committee desires. The hiring of specialists in the boardroom often helps
organizations to achieve sustainable greatness via numerous accomplishments. Some of the

notable advantages of hiring specialists in the boardroom are depicted in Figure 1.3 below.

Figure 1.3 Four advantages of hiring specialists in the boardroom
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Figure 1.3 helped to highlight the four advantages of hiring specialists in the boardroom and

these are further discussed as follows:

1.5.1 Well calculated decisions are consistently made

In general specialists in various career fields are people with vast knowledge and unique
philosophical thinking capabilities that are visible in each decision they make since they often go
the ‘extra mile’ in ensuring that they assess risks, identify opportunities and threats associated
with the decision before finalizing their decision. This therefore results in the organization
enjoying well calculated decision making processes that help it to: (1) reduce the risk of error,
(2) reduce customer dissatisfaction, (3) reduce the losses in sales revenue or market share, (4)
reduce management incompetency and so on. Boards that are comprised of specialists often
make accurate future projections or forecasts on activities such as strategic human

resources/marketing planning and so on.

1.5.2 Increased emphasis is placed on fulfilling customer needs or wants

Every business related specialist who is well qualified or who has received his/her education in
this modern day business world must be knowledgeable of the fact that the number one goal in
each and every task he/she must perform at any organization is to serve and satisfy the needs and
wants of customers including other stakeholders of the organization. In addition nowadays
effective training & development programs in organizations helps to ensure that all employed
specialists are well educated about the benefits of adopting a marketing and customer-orientation
approach at the workplace. Therefore, when all the specialists employed by an organization in
the boardroom adopt a marketing and customer-orientation approach this therefore makes the
organization to easily become a market leader in its particular industry sector as a result of being
customer driven in all its functional departments, processes, systems, products or services,

policies and so on.

1.5.3 The boardroom is comprised of good-to-great business leaders

People who possess the required educational background knowledge in a certain career field are

more likely to make well calculated decisions that help the organization to keep moving forward
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with its innovation projects, performance and growth objectives. Therefore, when organizations
continue to progress as a result of the good decisions and actions that are regularly made by its
specialist board of directors’ naturally ‘good-to-great’ business leaders are born inside the
organization. Great business leaders adopt effective leadership styles that help to empower and
create a conducive working environment for those they lead while simultaneously increasing
shareholder value or interest in the boardroom. A boardroom that is made-up of various
specialists from different career-fields is more likely to enjoy maximum support for all its
innovation projects that are introduced by its different functional departments. Thus by doing so
good-to-great business leaders are born since one of the qualities of being a great leader is to
have the willingness to support all change and innovation initiatives in the organization in order

to improve business performance and shareholder value.
1.5.4 It helps to boost the corporate brand of the organization

Board appointments are part of the reputation building process of any organization and they also
help to boost investor or market confidence in the organization if the recruitment process of
directors is ethically and professionally managed consistently. The appointment of specialists in
an organization’s board helps to show the following: (1) the organization highly values its
customers’ needs/wants; (2) the organization is highly committed to creating sustainable
competitive advantages and (3) improving operational efficiency. Organizations that are efficient
often attain high productivity levels and enjoy high customer satisfaction levels therefore this
automatically makes their corporate brands much more powerful in the marketplace. The role
played by the different functional departments in an organization in boosting innovation will be

covered in detail in the next section.

1.6 Role played by the different functional departments to contribute to the

overall success and the innovation agenda of an organization

An organization is comprised of six main functional departments and it is important to point-out
that in some organizations there are less than or more than six functional departments depending
on the type and size of the organization. The various functional departments in an organization

are depicted in Figure 1.4 below.
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Figure 1.4 Six functional departments in an organization

Source: Modified: (McFarthing, 2017; Hengsberger, 2019; Kidd, 2019; Koutkis, 2019; MacDonald, K. cited
in Deloitte Canada Centre for Financial Reporting, 2018; Davis, Aquilano and Chase, 2003:4; Rosales, 2019).

The six functional departments that were highlighted by Figure 1.4 include: human resources,
marketing, research & development (R&D), finance & accounting, operations & production
departments. These ar