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What is Human Resources?

* Human resources is one person within a company's
overall workforce, with each person lending their skills
and talents to the organization to help it succeed.

* Any person willing to trade their labor, knowledge, or
time for compensation in an effort to improve the
organization is a human resource.

* It doesn't matter if they're part-time, full-time,
freelance, or contract employees.
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What is Human Resources?

* Human Resources Management is used to explain
each the people who paintings for a organization and
the branch chargeable for dealing with resources
related to employees.
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What is Human Resource Economics?

* Human Resource Economics studies individual, family,
and market investments in various forms of human

capital such as education, on-the-job training, and
health.

* Human Resource Economics also emphasizes on how
human resources decision influences labor market.
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What is Economics for Human Resource

Management?

* Economics for Human Resource Management applies
economic and mathematical approaches and

econometric and statistical methods to traditional
guestions in human resources management.
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Topics in this course
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Topics in this course
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Topics in this course
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Human Resources and Decision making

Source: Srivastava, Prachant. (2018, April 6). Impact of Artificial Intelligence on strategic
HR decision making. People Matters. Retrieved from

https.//www.peoplematters.in/article/technology/impact-of-artificial-intelligence-on-
strategic-hr-decision-making-17935



Economics of HR Decisions

* Economics helps human resource managers make an
effective decision.

* HR managers have to decide whether they need to hire
oermanent staff or contract staff for particular jobs.

* If they hire a permanent resource, in addition to the basic
salary and other allowances, they would have to pay social
security, healthcare benefits, paid leaves, and other perks.

* However, hiring a resource on contract means that they

would simply have to pay the agreed amount to the agency
that is responsible for placing him or her.
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Using Game Theory for HRM Decision

Game theory is an approach that allows organizations to
understand;

e Causes of problems

* Manifestation of problems (scenario planning)

* Which 20% to focus on in order to get the 80% benefit
* Decisions and solutions to adopt

* How confident we can be that the reactions from our key
stakeholders (employees, labor, shareholders, management,
communities and government) will be positive because of our
strategic or tactical actions/decisions?
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Using Game Theory for HRM Decision

* Suppose the firm must invest 5,000 baht per one
employee on a training program that has the potential of
providing a 10,000-baht in enhanced productivity of the
employee.

* Employee’s current income (before training) is 15,0008.



Game Theory for Human Resource Development (HRD)

Total income received by Firm and Employee (Unit: thousand baht)

Employee

Act Cooperatively | Act Oppertunistically

25,18 5,20
15,15 0,17

Firm




Using Game Theory for HRM Decision:

Analysis

In the view of Firm

® Case A. Suppose Employee chooses to ‘act cooperatively’,
N. If Firm chooses to ‘invest in HRD. Firm’s outcome will be +25,000 baht
1. If Firm chooses not to ‘invest in HRD, Firm’s outcome will be +0
So Firm will choose to ‘invest in HRD, because of a better outcome (+25,0008 > 0).

® Case B. Suppose Employee chooses to ‘act opportunistically’,
N. If Firm chooses to ‘invest in HRD., Firm’s outcome will be -5,000 baht
1. If Firm chooses not to ‘invest in HRD, Firm’s outcome will be +0

So Firm will choose not to ‘invest in HRD, because of a better outcome (0> -5,000[).



Using Game Theory for HRM Decision:

Analysis

In the view of Employee

® Case C. Suppose Firm chooses to ‘invest in HRD’,

N. If Employee chooses to ‘act cooperatively’, Employee’s outcome will be +18,000 baht
1. If Employee chooses to ‘act opportunistically’, Employee’s outcome will be +20,000 baht

So Employee will choose to ‘act opportunistically’, because of a better outcome
(20,0008 > 18,0008).
® Case D. Suppose Firm chooses not to ‘invest in HRD”.....

N. If employee chooses to ‘act cooperatively’, outcome will be +15,000 baht

1. If employee chooses to ‘act opportunistically’, outcome will be +17,000 baht

So Firm will choose to ‘act opportunistically, because of a better outcome
(17,0008 > 15,0008).




Using Game Theory for HRM Decision:

Analysis

* Firm does not have dominant strategy.

* Firm’s Strategy (invest in HRD and not to invest in
HRD) depends on what Employee chooses
(Employee’s strategy)

* We can see that Firm will gain additional benefit only
if Employee chooses to act cooperatively.

* Therefore, many firms will pay for their employees’

training cost only if those employees will not resign in
a given time.



