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Introduction

As a purchaser of the GPHR certification workbook serials, you have access to the
www.ihrci.orglearning system. The system contains Glossary that providesa search box and
a description of the keyterms in HR. Also, the system consists of over 1,000 practice exam
guestions and answers with explanationsin our database including pre -test, review-test, and
post-test:

Pre-test: |t contains the same percentage of questions from each content area. Participants
can take a pre-test of that module to access their conceptual understanding of that specific
area of the GPHR Body of Knowledge. When the pre-testis completed, an overall correct
percentage is provided along with the number and percentage of questions answered
correctly. The answers with explanations toindividual questions are also provided. Our
systemallows users to save the results of the pre-testsothat they can improve uponthat
later.

Review-test: Every review test contains questions with explanations which help to
understand the concepts of that particular knowledge areafor each section of the study
workbook. Once you successfully finish reviewing forone section textin the workbook; you
naturally get access to the nextsection. Every new section helps construct on the earlier
concepts learntin the previous knowledge areas. Please do step-wise study forall the
knowledge areas.

Post-test: Once you complete with all the knowledge areas, have a post-testthrough the full
length simulated practice tests under the same testing conditions as the actual exams. With
165 questions covered duringthe 3 hours test. These testsare designedto help youget the
feel of the final GPHR Exam, with similarformat and question types. Practice till you are near
to 80% correct answersin the post-test. This helped youinunderstanding areas where you
have improved since the last testas well as list down topics for which you needed more
revision.

Access to the learning systemisvalid for twelve (12) months from the date of purchase to
cover two test windows. Each practice for the pre-test, review-test, and post-test may be
taken as many times as you would like within the 12 months. Access to these practice exams
is foryour individual use; youraccount is not to be shared with others. Your use of the online
practice exams signifies youracknowledgment of an agreementto these terms.

This workbook is not a textbook. These materialsinclude workbooks and practice exams are
intendedforuse as an aid to preparation for the GPHR Certification Exam conducted by the
HR Certification Institute. By using all of the preparation materials, you will be well-versedin
the five key functional areas that make up the HR Certification Institute GPHRbody of
knowledge. Studying these materials does not guarantee, however, thatyou will pass the
exam. These workbooks are not to be considered legal or professional advice.
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Part One: Global HR Strategic Planning

1. Strategic Planning
1.1. Definition

Strategy is about positioning an organization to have a competitive advantage by
making choices about: 1).which countries/industries to participate in; 2).what

products/servicesto offer; 3).how to allocate corporate resources.

The primary goal of strategy is creating value forshareholders and the other
stakeholders by providing customervalue. In a global organization, this may be a

challenge, since stakeholder expectations may differ from one society to the next.

Strategicplanningis a function of strategicmanagement, which is the continuing
process of pursuinga favorable competitive fit between the firmandits dynamic
environment. Astrategicplan isa documentused to communicate with the
organization the organizations goals, the actions needed to achieve those goals and all
of the other critical elements developed during the planning exercise.

Change isan essential component of strategicplanning. This involves moving the
organization or program forward to create or change something. Some plansare
created out of the needfor the organizationto movein a certain direction, and other
plans develop organically. Vision, mission and value statements will be important to
help communicate the goals of the plan to employeesand the public.

Visionisa vivid, guidingimage of the organization's desired future. Mission statement
is a formal, written document that definesthe organization’s purpose in society. Core
valueis referringasthe attitude and character of an organization, and often dictates
employee behavior. Also, core value is at the heart of the culture of an organization.

In other word, knowing why you’re doing what you’re doing (your mission), where
you’re trying to go (your vision), and how you’re going to go about it (your values) are
the glue that holds an organization together. Itis an essential part to buildinga

company’s strategicfoundation and developing a strategy.
1.2. Vision, Mission, and Value
1.2.1. Vision

Your vision communicates what your organization believes are the ideal conditions for

your organization —how things would look if the issue importantto you were perfectly



addressed. This utopiandream is generally described by one or more phrases or vision
statements, which are brief proclamations that convey the organization's dreams for
the future. By developingavision statement, yourorganization makes the beliefsand
governing principles of your organization clear to the greater community (as well as to

your own staff, participants, and volunteers).
1.2.2. Mission

Developing mission statements are the nextstepin the action planning process. An
organization's mission statement describes what the group is goingto do, and why it's
going to do that. Mission statements are similarto vision statements, butthey're

more concrete, and they are definitely more "action-oriented" than vision statements.
The mission mightreferto a problem without going into a lot of detail. They start to
hint- very broadly - at how your organization might go about fixingthe problemsit

has noted.

While vision and mission statements themselves should be short, it often makes sense
for an organizationto include its deeply held beliefs or philosophy, which may in fact
define bothits work and the organizationitself. One way to do this without sacrificing
the directness of the vision and mission statementsisto include guiding principles as
an addition to the statements. These can lay out the beliefs of the organization while
keepingits vision and mission statements shortand to the point.

1.2.3. Value

Whether written to be effective orineffective, Mission State ments and Vision
Statements are relatively common in this sector. But that iswhere most organizations
stop. Vision and Mission Statements of where we are headed, and what we will doto
get there. It is the rare organization that takesthe time to then define HOW they will
do that work - the talk they want to walk.

The only way we can create an amazing future forour communitiesisif we do our
work in a way that reflects universally shared values. Thisensures we do not squander
our time and resources rationalizing our actions. It helpsto ensure we are not
potentially squandering our community's goodwill.

Further, if your goal isto create the future of your organization - the lofty goals of your
vision statement - then you will wantto ensure your work reflects the values you want

to seein your organization.

A Values Statement provides the tools for the organization to accomplish that. First,

the Values Statement will look outside the organization, to the visionary outcomes
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you want to create for your community, such as “what valueswill needtobe present
in the community for your vision to come to pass?”, “what valueswould the

community needto emphasize?”, and “what values would have to be the norm?”

1.3. SWOT Analysis

The primary aim of strategic planningis to bring an organizationinto balance with the
external environment and to maintain that balance overtime. Organizations
accomplish this balance by evaluating new programs and services with the intent of
maximizing organizational performance. SWOT analysisis a preliminary decision-
making tool that setsthe stage for this work.

SWOT analysisis an approach to consider global organizational strengths (S) and
weaknesses (W) and theirinteractions with opportunities (O) and threats (T).
Strengths and weaknessesare inherentinthe organization’sinternal environment;
opportunities and threats are aspects of the external environment.

The aim of any SWOT Analysisisto identify the key internal and external factors that
are important to achievingthe objective. These come from within the company’s
unique value chain.

Internal Analysis: This team examines the capabilities of the organization (or of the
strategy, if the group has already developed and prioritized strategies). Thisis done by
identifyingthe strengths and weaknesses.

External Analysis: This team will examine the contextorenvironmentinwhich the
organization operates, such as partner agencies, authorizingenvironment,
stakeholders, and the influence of economicor other demographictrends. The
purpose of this analysisis to identify external factors that could inthe future create
opportunities for the organization (or the proposed strategy) and those that pose
threats or obstacles to performance.

1.3.1. Strengths characteristics of the business or teamthat give it an advantage over
others inthe industry. Strengths must focus upon what the firm can do with its
internal resources. Any asset that the firm owns could certainly be classified as
strength, but the degree of each asset’s contribution to the competitive position of
the firm may vary greatly. Newerassets such as state-of-the-art productionline
machinery would provide greater strengths to the firm than olderassets such as an
aging truck fleet. Notall strengths are physical in nature. A strong brand-name
presence, recognized customerservice excellence, and/or e xclusive access to a strong

supply chain network are all examples of nonphysical asset strengths.
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One type of strength that is often overlooked is well-trained and experienced staff.
Good employees can substantially benefit the firm. An example of an HR practice
weakness could be if a firm has a poor reputation as an employer. This poor
reputation will have a negative effect on recruitment activities and place the firmat a

disadvantage whenit comes to staffing.

1.3.2. Weaknesses: are characteristics that place the firm at a disadvantage relative to
others. Weaknesses can include any area in which the company lacks strength. Poor
product positioning, deteriorating physical assets, out-of-date production equipment,
and poor customerservice all are among the weaknesses of the firm. High employee
turnover that causes the firmto lose talented people can be a major weakness of the
firm. Talent is hard to replace, especiallyinthe innovative environment of today.
Sometimesa strength can be a weakness, such as if the firm’s physical plantis state of
the art but saddles the firm with a large amount of debt that limits what the company
can investinto improve earnings.

Example of weakness mightinclude unmotivated employeesinservice industry. Thisis
the industry you have to take care and satisfy every customer. An unmotivated staff
can ruin your reputation within notime. You can lose your customerright and leftfor
lifetime while havingthis weakness you should address this issue on priority basis. By
this way, you can retain your customers.

1.3.3. Opportunities: external chances to make greater sales or profits inthe
environment. Opportunities can be subject to interpretation. In general, any changes
in the external environment can be an opportunity to the firm. If competitorsare
weakened by a poor cash-flow position, itisan opportunity for the firm to capture
market share. Changes in tax structure, improvementsin economictrends, or the
passage of favorable laws can all be opportunities of which the firm should take
advantage. Market positioning, new technologies, and international trade agreements
can provide substantial opportunities as well.

Examples of new opportunities mightinclude new geographicmarkets to recruit from
or new technologiestoimprove recruitment efforts forexample. Afirmshould try to
use itsstrengthsto capitalize on potential opportunities for HR practices. For instance,
if a firm has strong technological capabilities, it may want to exploit new technological
opportunitiestoimprove its recruitment, such as building a database of potential

recruits.

1.3.4. Threats: external elementsinthe environmentthat could cause trouble for the
business. Threats arise from a lack of opportunities or from the strengths of
competitors that may place the firm at an extreme disadvantage. Changesin
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consumer preferences, new competitorinnovations, restrictive regulations, and
unfavorable trade barriers are all examples of threats. Loss of favorable distribution
networks and the restrictionson the firm’s cash flows can threatenthe firm’s market
position. Changesin the economicclimate can also put a substantial strain on the

firm.

A threat to an HR practice is the possibility that the practice may no longerbe viable.
This can happen due to changes to the workforce, economicchanges and even
political changes. For example, if a firm uses the HR practice of recruiting highly
educated university graduates, a threat to this practice could be a dwindling supply of
qualified graduates or increased competition for graduates. Firms must be able to
recognize these threats so that they can preventthem or adjusttheir HR practices
accordingly.

After completingthe SWOT analysis, the firm should try to configure its overall
positioninthe global market by seekingthe best combination of strengths and
opportunitiesthat can optimize returns. Not every opportunity can be pursued, and
not every strength can be defined as an advantage to the firm. Choices need to be
made by the firm to take complete advantage of its position; likewise, the firm should
seek to improve its weaknesses and minimize its threats. Therefore, identifying
opportunity and threatsis required forentering global markets.

1.4. PESTLE Analysis

Each global market provides unique opportunities and threats fordoing business. A
commonly used framework for examining these factorsis the PESTLE analysis. The
PESTLE framework includes political, economic, social, technological, legal, and
environmentalissues that impact a company, industry, or target location.

There are three stepsin the PESTEL analysis. First, consider the relevance of each of
the PESTEL factors to your context. Next, identify and categorize the information that
appliesto these factors. Finally, analyze the data and draw conclusions. Common
mistakesinthis analysisinclude stoppingat the second step or assumingthat the
initial analysis and conclusions are correct without testing the assumptions and
investigating alternative scenarios. The framework for PESTEL analysisis presented

below.
1.4.1. Political

The political environment can have a significantinfluence on businesses. In addition,
political factors affect consumer confidence and consumer and business spending. For
instance, how stable isthe political environment? Thisis particularlyimportant for
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companiesentering new markets. Government policies on regulation and taxation can

vary from state to state and across national boundaries. Political considerations also

encompass trade treaties, such as NAFTA, ASEAN, and EU. Such treatiestend to favor

trade among the member countries but impose penalties orlessfavorable trade

terms on nonmembers.

e How stableis the political environmentinthe prospective country?

e  What are the local taxation policies? How do these affect your business?

e Isthe governmentinvolvedintradingagreements, such as the European Union
(EU), the North American Free Trade Agreement (NAFTA), orthe Association of

Southeast Asian Nations (ASEAN)?
e  What are the country’sforeign-trade regulations?

e  What are the country’s social-welfare policies?

*  Monopolies and private
property

* IP laws

» Consumer laws

* Labor laws

Political

Legal

* Local environmental and
ecological issues

» Activities of international
activist group

*  Environmental-
protection regulations

PESTLE

Environmental

* Local government and
industry fund research

*  Technology maturity

* Intellectual property (IP)
protection

Technologica

political stable

taxation policies

trading agreements
foreign-trade regulations
social-welfare policies

Interest rates
Local employment levels
* Gross domestic product
(GDP)
» Exchange rates
between critical markets

Sociocultural

Local lifestyle trends

* Demographics

+ Distribution of education
and income

* Local religions

+ Consumerism

« Social policies

+  Work-life balance

Source: Carpenter, M., Bauer, T., & Erdogan, B. (2016). Principles of Management

(Version 3.0). FlatWorld.

1.4.2. Economic

Managers also need to consider macroeconomic factors that will have near-termand

long-term effects onthe success of theirstrategy. Inflation rates, interest rates, tariffs,
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the growth of the local and foreign national economies, and exchange rates are
critical. Unemployment, availability of critical labor, and the local cost of labor also
have a strong bearingon strategy, particularly as related to the location of disparate
business functionsand facilities.

. What are the current and forecastinterestrates?

e  What isthe current level of inflationin the prospective country? What is it

forecastto be? How does this affect the possible growth of your market?
e  What are local employment levels per capita, and how are they changing?

e  What are the long-term prospects for the country’s economy, gross domestic

product (GDP) per capita, and other economic factors?

e  What are the current exchange rates between critical markets, and how will they
affect productionand distribution of your goods?

1.4.3. Sociocultural

Managers also need to consider macroeconomic factors that will have near-termand
long-term effects onthe success of theirstrategy. Inflation rates, interest rates, tariffs,
the growth of the local and foreign national economies, and exchange rates are
critical. Unemployment, availability of critical labor, and the local cost of labor also
have a strong bearingon strategy, particularly as related to the location of disparate
business functions and facilities. Making assumptions about local norms derived from
experiencesinyourhome marketis a common cause forearly failure when entering
new markets. However, even home-market norms can change over time, often caused

by shifting demographics due to immigration or aging populations.

e  What are the local lifestyletrends?

e  What are the country’s current demographics, and how are they changing?
e  What isthe level and distribution of educationand income?

e  What are the dominantlocal religions, and what influence dothey have on
consumer attitudes and opinions?

e  What isthe level of consumerism, and what are the popular attitudes towardit?

e What pendinglegislation could affect corporate social policies (e.g., domestic-
partner benefits or maternity and paternity leave)?

e  What are the attitudes toward work and leisure (work-life balance)?



15

1.4.4. Technological

The critical role of technologyis discussedin more detail laterin this section. For now,
suffice itto say that technological factors have a major bearing on the threatsand
opportunities firms encounter. For example, new technology may make it possible for
products and servicesto be made more cheaplyand to a betterstandard of quality.
New technology may also provide the opportunity for more innovative products and
services, such as online stock trading and remote working. Such changes have the
potential to change the face of the businesslandscape.

e Towhatleveldothe local governmentand industry fund research, and are those

levels changing?

e  What isthe local government’sandindustry’slevel of interestand focus on
technology? How mature is the technology? Are potentially disruptive
technologiesinadjacentindustries creepinginat the edges of the focal industry?

e  What isthe status of intellectual propertyissuesinthe local environment?
1.4.5. Environmental

The environmenthaslong been a factor infirm strategy, primarily from the standpoint
of access to raw materials. Increasingly, this factoris best viewed as both a directand

indirect cost for the firm.

Environmental factors are also evaluated onthe footprintleft bya firm on its
respective surroundings. For consumer-product companieslike PepsiCo, forinstance,
this can encompass the waste-managementand organic-farming practices usedin the
countries where raw materials are obtained. Similarly, in consumer markets, it may
referto the degree to which packaging is biodegradable orrecyclable.

e  What are the local environmental issues? Are there any pending ecological or

environmental issuesrelevanttoyourindustry?

e How do the activities of international activist groups (e.g., Greenpeace, Earth
First!,and People forthe Ethical Treatment of Animals [PETA]) affectyour
business?

e  Arethere environmental-protection laws?
e  What are the regulationsregarding waste disposal and energy consumption?
1.4.6. Legal

Finally, legal factors reflectthe laws and regulations relevant to the region and the
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organization. Legal factors can include whetherthe rule of law is well established, how
easily or quickly laws and regulations may change, and what the costs of regulatory

compliance are.

e  What are the local government’s regulations regarding monopolies and private
property?

e Does intellectual property have legal protections?
e Arethererelevantconsumerlaws?

e  What isthe status of employment, health and safety, and product safety laws?

1.5. Strategy Formulation

As the Company’svision, mission, core value statements, and SWOTs are defined, core
strategy is specified. Michael Portersuggested that businesses can secure a
sustainable competitive advantage by adopting one of three genericstrategiesas
follows:

1.5.1. Costleadership Strategy

Cost leadershipisto drive cost down through all the elements of the production of
the product from sourcing, to labor costs. This strategy involves the organization
aimingto be the lowest cost producer and/or distributor within theirindustry. The
organizationaimsto drive cost down forall production elementsfromthe sourcing of
materials, to labor costs. To achieve cost leadership abusiness will usually need large
scale production so that they can benefitfrom"economies of scale". Large scale
production meansthat the business will need to appeal to a broad part of the market.
For this reason a cost leadership strategy is a broad scope strategy. A cost leadership

business can create a competitive advantage:

e by reducingproduction costs and therefore increasingthe amount of profit made
on each sale as the business believesthatits brand can command a premium
price or

° by reducing production costs and passing on the cost savingto customersin the

hope that it will increase sales and market share
1.5.2. Differentiation Strategy

Differentiationistofocus its effort on particular segments and charge for the added
differentiated value. To be different, is what organization striving for; companies and
product ranges that appeal to customersand "stand out from the crowd" have a
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competitive advantage. Porterasserts that businesses can stand out from their
competitors by developinga differentiation strategy. With a differentiation strategy
the business develops product or service features which are differentfrom
competitors and appeal to customersincluding functionality, customersupport and
product quality. New concepts which allow for differentiation can be protected
through patentsand other intellectual property rights; however patents have a
certain life span and organization always face the danger that theirideawhich gives
them a competitive advantage will be copiedin one form or another.

1.5.3. Focus (Niche) Strategy

Focus or Niche is to forma competitive advantage forthis niche market and either
succeeds by being a low cost producer or differentiator within that particular
segment. Under a focus strategy a business focusesits effort on one particular
segment of the marketand aimsto become well known for providing
products/services forthat segment. They form a competitive advantage by catering
for the specificneeds and wants of their niche market. A focus strategyis known as a
narrow scope strategy because the businessis focusingon a narrow (specific)
segment of the market.

1.5.4. "Middle of the road" strategy

Some businesses will attemptto adopt all three strategies; cost leadership,
differentiation and niche (focus). A business adoptingall three strategiesis known as
"stuck in the middle". They have no clear business strategy and are attemptingto be
everythingto everyone. Thisislikely toincrease running costs and cause confusion, as
itis difficultto please all sectors of the market. Middle of the road businesses usually
do the worst intheir industry because they are not concentratingon one business
strength. In other word, try to do all three would become stuck inthe middle and
danger.

1.6. Strategy Execution

When companies fail to deliveron their promises, the most frequent explanationis
that the CEQ’s strategy was wrong. But the strategy by itselfis not oftenthe cause.
Strategies most often fail because they aren’t executed well. Things that are supposed
to happen don’t happen. No worthwhile strategy can be planned without takinginto
account the organization’s ability to execute it.

1.6.1. Balanced Scorecard (BSC)
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The Balanced Scorecard concept was created by Drs. Robert S. Kaplanand David P.
Norton and their colleagues at Palladium Group. It is the philosophical underpinning
of the Palladium Execution Premium Process™ (XPP). Besides helping organizations
articulate strategy inactionable terms, the Balanced Scorecard provides a road map
for strategy execution, for mobilizingand aligning executives and employees and
making strategy a continual process. We will discuss the BSC in followingtext.

1.6.2. Management by Objectives (MBO)

MBO was firstintroduced to businessesinthe 1950s as a system called “management
by objectives and self-control” by Peter Drucker. Drucker states that the basis for this
systemisthat an organization will be more successful if: “their efforts... all pullin the
same direction, and their contributions...fittogetherto produce a whole, without
gaps, without friction, without unnecessary duplication of effort...” This focus on goal
alignmentas a way to improve organizational performance was, at the time, thought
to provide the best path to increased profitability. The management processes
described for the Balanced Scorecard are very similarto the MBO system elements. In
essence, both systems are based on goal congruence throughoutan organization, and
each detail an iterative process based on collaboration between and withinall levels

of an organization.
1.6.3. Budgeting

Budgeting has the potential to be one of the most productive and essential
managementactivitiesinimplementing strategy. Through it management can
ensure that key strategicinitiatives essential for success are properly resourced and
can beimplementedinagreedtimescales. Once set, the budgetingsystem can then
go on to warn if those activities are behind schedule; are not achievingthe success
envisaged;and can be usedto safely allocate or redistribute resources to put plans
back on track.

A budgetis a plan that contains a quantitative statement of expected results. A budget
may be defined asa quantified program, whereas budgets serve multiple functions,
e.g., they quantify objectives and the means forachievingthem and provide a means
for communicatingthe organization’s objectivestoall levels of personnel.

The master budget, also called the comprehensive budgetorannual profitplan,
encompasses the organization’s operating and financial plans for a specified period
(ordinarily a year or single operatingcycle). In the operating budget, the emphasisis
on obtainingand using current resources. In the financial budget, the emphasisis on
obtainingthe funds neededto purchase operating assets.
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A project budget consists of all the costs expected to attach to a particular project,

such as the design of a new airlineror the building of a single ship.

Activity-based budgeting (ABC) applies activity-based costing principlesto budgeting.
It focuses on the numerous activities necessary to produce and market goods and
servicesand requires analysis of cost drivers. Activity-based management (ABM) isa
method of identifying and evaluating activities that a business performs using activity -
based costingto carry out a value chain analysis or a re-engineeringinitiativeto
improve strategicand operational decisionsin an organization.

Zero-based budgeting (ZBB) is a budget and planning process in which each manager

must justify his/herdepartment’s entire budget every budget cycle.

A continuous (rolling) budget is one that is revised on a regular (continuous) basis.

Typically, a company continuously extends such a budget for an additional month or
quarter in accordance with new data as the current month or quarter ends.

The Japanese term kaizen means continuous improvement, and kaizen budgeting
assumes the continuousimprovement of products and processes. Accordingly, kaizen
budgetingisbased not on the existing system buton changes yetto be made.

A static budget is based on only one level of sales or production. The level of
production and the containment of costs are, though related, two separate managerial
tasks. Contrast this with a flexible budget, whichis a series of budgets prepared for
many levels of activity. Atthe end of the period, management can compare actual

performance with the appropriate budgetedlevelinthe flexible budget.

A life-cycle budget estimates a product’s revenues and expenses overits entire life
cycle beginning with research and developmentand ending with the withdrawal of
customer support. Life-cycle budgetingisintended to account forthe cos