
1. Strategic role of human resource management  
 

- Human resource management  refers to the management of the total 
relationship between an employer and employee including processes such as 
recruitment, training, development and separation 
  

- An employer  exercises control over employees, has responsibility for payment 
of wages and holds the power to dismiss employees  
 

- An employee  is a worker under an employer’s control which may include the 
location of the workplace, the way in which the work is performed and the 
degree of supervision involved  

 
- Strategic role of HRM :  

- Considers employees as the business’s most valuable asset  
- Encourages open communication and goal orientation  
- Aims to reduce conflict through effective procedures and relationships 

 
- Staff costs are at least around 60% of operational costs 
- Businesses that effectively manage their HR tend to be more successful  

 
- The major challenges for HRM  are:  

- Developing and retaining talented staff  
- Improving leadership development  
- Managing an ageing workforce 
- Responding to the increased role of technology  
- Ethics and corporate social responsibility (CSR)  
- Increased use of contracting and outsourcing  

 
 

 
 
 
 
 
 
 
 

 



2. Interdependence with other key business functions  
 

- Interdependence  refers to the mutual dependence that key functions have on 
one another (should complement each other)  

 
- Interdependent link between HR and finance:  HR policies within a business 

are closely linked to profitability gains, since staffing costs make up around 
60% of a business’s staffing costs. HR processes also need to stay in line 
with the business’s financial budgets (e.g. employee salaries, promotions)  

 
- Interdependent link between HR and marketing:  HR is in charge of hiring 

employees that have sufficient skills to develop an effective marketing mix 
that will result in the most sales for the business 
  

- Interdependent link between HR and operation:  HR is in charge of hiring 
employees that have sufficient skills to convert inputs into finished products. 
HR aims to retain the most effective and skilled employees through rewarding 
and motivating them.  

 
Specialist HR managers are responsible for…  

- HR planning and job design  
- Acquisition (recruitment, selection and placement)  
- Development (induction, training, career development, performance appraisal)  
- Maintenance of staff (wellbeing, legal responsibilities, communication)  
- Performance management and rewards 
- Managing diversity  
- Separation 

 
 
 
 
 
 
 
 
 
 
 
 
 



3. Outsourcing  
 

- Outsourcing  (or contracting out ) business functions involves the use of a 
third-party specialist business to take advantage of the specialist skills 
provided to achieve a reduction in labour costs  

 
- Main areas being outsourced in Australia are property and facilities 

management, financial processes (e.g. payroll), admin support services, 
internal auditing, call centres, maintenance and HR functions  

 
OUTSOURCING HR FUNCTIONS  

- Allows businesses to focus on their core functions  while HR specialists assist 
by planning for growth, development and management of staff  

 

- HR functions commonly outsourced: recruitment, induction, leadership 
training, mediation, outplacement and payroll  

 

- HR areas commonly outsourced for review/development: benchmarking, 
employee surveys, succession planning, HR information systems (HRIS)  

 
USING CONTRACTORS  

- A contractor  is an external provider of services to a business  
- Usually used for processing functions  
- Recommended for non-core business functions  

 
- Risks of outsourcing :  

- Cost overruns (cost increases)  
- Loss of quality  
- Difficulty coordinating activities  
- Difficulty monitoring activities  

 
- Businesses should set clear and legally binding terms, timeframes and 

conditions in contractor agreements to avoid conflict  
 
 
 
 
 
 
 



Most common forms of outsourcing  
- Labour hire / employment agency  

- Workers are employees provided to the host company  
- Superannuation, insurance and workers’ compensation is management 

by the labour hire company  
 

- Labour hire / employment agencies / dependent contractors  
- Workers are dependent contractors 
- Labour hire company can act as a broker 
- They don’t have control over working procedures (prevented from 

subcontracting their work and from working for multiple clients)  
 

- Independent contractors  
- Operate own business and sets the terms/conditions of employment 
- Usually makes their own superannuation and insurance agreements 
- Engaged by a client under a commercial contract without having the 

legal status of an employee  
 

- Outsourced suppliers  
- Supply goods and services to a range of businesses 
- Are owner managers who supervise their own employees  
- Control their own work procedures and can work for multiple clients 
- Manage superannuation, insurance and workers’ compensation 

agreements for their employees  
 
Domestic subcontracting  

- Avoids the need to employ additional, ‘in-house’ staff  
- Avoids the need to pay overhead expenses involved with employment  
- Can bring in fresh ideas and perspectives (e.g. leadership development) 
- Particularly attractive to SMEs that need help with internal auditing, research, 

compliance updates etc  
 

- Can improve the quality and productivity of a business without the resource 
scale normally needed to achieve this level  

 
 
 
 
 
 



Global contracting  
- Recently, many Australian firms have been turning to offshore contracted in 

India  and the Philippines  to reduce costs 
 

- Outsourcing can take two main forms:  
1. Process outsourcing  

- Dominant form of outsourcing  
- For repetitive, easily measured, documented work  
- For example:  customer complaints, recruitment  

 
2. Project outsourcing  

- Involves use of intellectual property and strategic knowledge  
- Tends to operate in a longer time frame  
- Quality is more difficult to measure  
- Commonly used in HR, marketing, design, research and 

information technology (IT)  
 

- Risks of global outsourcing  can include:  
- Difficulty controlling quality and reliability  
- Cultural differences (e.g. language/accent impacting customer service) 
- Security issues (e.g. sharing of confidential company information)  
- High labour turnover (especially in experienced call centres) 
- Well-qualified employees replaced with low-qualified employees 
- Lack of remedies for legal matters (e.g. breaching contracts) due to 

different legal systems  
 

- Potential advantages of global outsourcing  can include:  
- Expanding business capacity and flexibility  
- Improved quality (due to specialisation)  
- Access experts that can manage complex issues 
- Allows the business to focus on their main activities  
- Reduced costs and capital  
- Access to new networks  

 
 

 
 
 
 
 



Key Influences of Human 
Resource Management  

 
1. Stakeholders in the HRM process 

● Employers  
● Employees  
● Employer associations 
● Trade unions  
● Governments and government organisations 
● Society 

 

2. Legal influences - the current legal framework 
● The employment contract 
● Work health and safety (WHS)  
● Workers’ compensation  
● Anti-discrimination  
● Equal employment opportunity  

  

3. Economic influences  
● The economic cycle  
● Globalisation  

 

4. Technological influences  
5. Social influences  

● Changing work patterns  
● Living standards 

 

6. Ethics and corporate social responsibility  
● Working conditions 

 
 



 1. Stakeholders in the HRM  
 

- Stakeholders  are any individual or group that has a common interest in or is 
affected by the actions of an organisation  

 
EMPLOYERS  

- Employers  are those who exercise control over employees , have 
responsibility for the payment of wages and/or salaries  and have the power to 
dismiss  employees  
 

- Main responsibilities of employers include:  
- Handling HRM issues on a daily basis  
- Resolving disputes in the workplace  

 
EMPLOYEES 

- Employees  are a person who exchanges their skills/expertise for payment and 
are under the control of an employer. This control includes:  

- The workplace location  
- The way that the work is to be performed 
- The extent to which supervision will be exercised  

 
- Main objectives of employees include:  

- Improved working conditions and wages  
- Participation in decisions  
- Job security  

 
EMPLOYER ASSOCIATIONS  

- Employer associations  are organisations that represent and assist employers 
- Respondent to awards covering their members’ employees and the 

awards covering employers in the same industry 
- For example:  Business Council of Australia  

 
- Assist in processing logs of claims served on their members by trade unions  

- A log of claims  is a list of demands made by workers against their 
employers that demand specific wages and conditions  

 
- Main responsibilities of employer associations  include:  

- Providing advice about awards, unfair dismissals, discrimination issues 
- Making submissions to safety net wage cases  
- Lobbying governments and other organisations about their interest 
- Negotiating agreements  


