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CLASSIFYING HUMAN RESOURCE TYPES

Greater understanding of industrial and strategic differences can be obtained by
examining different classifications of strategic types. Interestingly, principles of
enlightened management suggest that companies should develop their employ-
ees, strive toward providing employment security, and seek to have supplies of
internal candidates prepared for promotion when vacancies occur. Nonetheless,
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some companies do not manage their human resources in accordance with these
principles, nor is there any indication that they should. In fact, promises of job
security, committing too much of the company’s resources to human resource
programs, and placing too much emphasis on employees’ feelings about strate-
gic decisions can make them uncompetitive.”> An analysis of one company’s
experience with employment security policies following the plunge of its stock
revealed the following: “One discovery . . . was that the provisions of employ-
ment security did not automatically motivate employees to learn new skills,
change jobs, or relocate to the extent demanded by the crisis.”” 7® Examples such
as this demonstrate that the application of human resource management princi-
ples must be tempered by industry differences.

Systematic differences in utilization of human resource practices may be
explained by a typology of career systems developed by Jeffrey Sonnenfeld and
Maury Peiperl. Companies in this typology are classified as (1) clubs, (2) base-
ball teams, (3) academies, and (4) fortresses. This typology has been overlaid on
an earlier typology of strategies developed by Raymond Miles and Charles
Snow. In the Miles and Snow typology, the corresponding four basic types of
strategies are, respectively: (1) defenders (low-cost producers), (2) prospectors
(product differentiators and innovators), (3) analyzers (imitators of successful
prospectors and focused operations), and (4) reactors (companies with dysfunc-
tional strategies). Figure 4-3 presents the Sonnenfeld and Peiper! model.”’

The personnel policies followed by companies in each of these categories
provide marked contrasts. For economy of presentation in the following discus-
sion, the characteristics of companies in the Miles and Snow categories are cov-
ered within the Sonnenfeld and Peiperl categories.

Club. When the strategy is to be the low-cost producer, the focus is on cost
control. With cost control as the guiding principle, predictability and a short-
term focus are valued.’® Companies in this category compete by increasing their
efficiency in controlling costs, maintaining quality, and providing customer ser-
vice. Types of companies in the club category include airlines, banks, utilities,
and governmental agencies. Club personnel policies emphasize development
and training, as employees are hired in only at entry level, talent is developed
within the organization, and higher-level vacancies are filled by promotions
from within. There is an expectation that employees will remain with the com-
pany for a long period and there is low turnover. In terms of “make” or “buy,”
these companies “make” their own higher-level employees. A company well
known for its managerial excellence in this category is Lincoln Electric.”®

Baseball Team. Companies in this category pursue an innovation strategy. As
such, they design and produce new products and routinely redeploy resources
from discontinued products to the development of new ones. Hewlett-Packard is
an example of a successful company in this category. In Sonnenfeld and
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FIGURE 4-3 Strategic Staffing Policies

Source: Modification of figure from Jeffrey A. Sonnenteld and Maury A. Peiperl. “Staffing Policy as a
Strategic Response: A Typology of Career Systems,” Academy of Management Review 13, no. 4 (1988):
591. Reprinted with permission of Academy of Management Review.

Peiperl’s framework, investment banks, broadcasting companies, software
developers, entertainment companies, and biological research companies fit this
category. Companies in this category also can be professional firms such as law
firms, advertising agencies, consulting firms, and accounting firms. When inno-
vation is the strategy, those organizational conditions that foster risk taking,
cooperation, creativity, and a long-term perspective are valued. Accordingly,
companies pursuing an innovation strategy invest in training their employees and
managers. In addition to providing more training, they also tend to train their
employees in skills that apply beyond their present jobs. These differences high-
light stgle benefits of integrating strategic planning and human resource plan-
ning.

The baseball team brings in talent at any level within the organization and
does not place much emphasis on development. Instead, there is a “buy”
approach to talent. Nonetheless, there also may be development through rapid
assignment changes. However, career paths often involve interorganizational
moves as individuals take jobs with other companies as they develop and com-
mand greater compensation, responsibility, and professional stature. Promotion
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resources.®5 Because companies in this category are essentially reactive, there
are few systematic strategic implications.




