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 • A new feature, Your Career Matters, that helps readers apply 
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 • An HR Challenge describing a short workplace situation, which 
is introduced at the beginning of each chapter and revisited 
throughout, to emphasize the application of HRM techniques 

 • Application cases and experiential exercises at the end of each 
chapter refl ecting HRM issues, concerns, and problems facing 
organizations of various sizes and across a variety of industries

 • Increased discussion of demographic changes at work, global 
issues, ethical issues, and technology and family/life balance 
issues throughout the book.
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 To 
 Dana Louise Ivancevich 
 Our sun, mountain, and water. 

 To 
 My Loving and Supportive Wife, Vania. 
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 Dedication 
  John (Jack) M.   Ivancevich    
(August 16, 1939–October 26, 2009): 

 In Memoriam .
 Hugh Roy and Lillie   Cranz   Cullen Chair and Professor of Organizational Behavior and 
 Management,   C.T.   Bauer College of Business, University of Houston;   BS   from   Purdue   
  University, and MBA and DBA from the University of Maryland.  

 The management discipline lost a passionate and award-winning educator, and an influen-
tial leader with an incomparable work ethic and sense of integrity. Jack led by example and 
those of us who were fortunate enough to know him were inspired to work harder and 
reach higher than we ever thought possible. 
  Jack was committed to higher education and the creation and dissemination of manage-
ment knowledge. He was comfortable in the classroom and would encourage students to 
think critically about the concepts and theories of organizational behavior and manage-
ment and apply them to their lives. Jack had an “open door” policy, and spent countless 
hours helping students and answering their questions. His reputation as a tough teacher 
was softened by his appreciation for the need of many students to balance a desire for 
 education with a full-time job and family demands. Among Jack’s most valued honors was 
the  Ester   Farfel   Award for Research,   Teaching, and Service Excellence , the highest honor 
bestowed to a University of Houston faculty member. 
  Complementing his passion for teaching, Jack loved to write books. He tried to write at least 
300 days a year, averaging about 1,200 words per day. Over a 40-year period, Jack reached well 
over a million students by authoring or co-authoring 88 books about various aspects of manage-
ment and organizational behavior. Currently in its twelfth edition,  Human Resource   Manage-
ment  continues to be well received by students and instructors alike. After working as a 
contributor on the previous three editions of  HRM , it is an honor to become a co-author on the 
twelfth edition. A sample of Jack’s other textbooks include the award-winning  Organizations: 
  Behavior, Structure, Processes  (co-authored with Robert Konopaske, James L. Gibson, and 
James H. Donnelly);  Organizational Behavior and Management  (co-authored with Robert 
 Konopaske and Michael T. Matteson);  Global Management and Organizational Behavior  (co-
authored with Robert  Konopaske);  Management and Organizational Behavior Classics 
 (co-authored with Michael T. Matteson);  Fundamentals of Management: Functions, Behavior, 
Models  (co-authored with James L. Gibson and James H. Donnelly); and  Management: Quality 
and Competitiveness   (co-authored with Peter Lorenzi, Steven Skinner, and Philip Crosby). 
  Jack was not only an accomplished educator and book author, but he was also a  prolific 
and respected researcher. Well known for his highly disciplined work ethic, Jack authored 
or co-authored some 160 research articles that were published in such  journals as   Academy 
of Management Journal ,  Academy of Management Review ,  Administrative  Science Quar-
terly ,  Journal of Applied Psychology , and  Harvard Business  Review . His  research was in-
fluential and explored a range of management and organizational behavior topics, including 
job stress, white-collar crime, diversity management, global assignments, job loss, absen-
teeism, job satisfaction, goal setting, job performance, training method  effectiveness, and 
organizational climate. The diversity of Jack’s research reflected the complex and interrelated 
nature of management issues in organizations. In 2000, in recognition of publishing a 
 substantial number of refereed  articles in Academy of Management journals, Jack was 
 inducted into the Academy of Management’s  Journals Hall of Fame  as one of the first 31 
charter members. This is an impressive achievement when considering that in 2000, the 
Academy of Management had approximately 13,500 members. iv
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Dedication  v

  In addition to teaching, writing books, and conducting research, Jack applied his knowl-
edge of organizational behavior and management to the several leadership positions he 
held since joining the University of Houston faculty in 1974. In 1975, he was named chair 
of the Department of Organizational Behavior and Management, and in the following year, 
Jack became the associate dean of research for the College of Business Administration at 
UH. In 1979, Jack was awarded the  Hugh Roy and Lillie   Cranz   Cullen Chair of Organiza-
tional Behavior and Management , among the most prestigious positions at the University 
of Houston. From 1988 to 1995, he served as dean of the UH College of Business Admin-
istration. In 1995, Jack was named UH executive vice president for academic affairs and 
Provost, a position he held for two years. Through visionary, performance-driven, and 
principled leadership, Jack left a lasting and meaningful imprint on the entire University of 
Houston community, including internal constituents like fellow administrators, deans, 
 program directors, faculty, staff, and students, as well as external stakeholders like legisla-
tors, donors, alumni, and area company executives. His accomplishments were even more 
extraordinary given the fact that Jack continued to teach classes, write books, and publish 
research articles while holding these myriad leadership positions. 
  Jack made innumerable contributions to all facets of higher education, all of which will be 
felt for years to come. Perhaps one of Jack’s greatest and longest-lasting legacies will be 
from the many individuals he mentored during his 45 years in higher education. As busy as 
he was throughout his entire career, Jack was extremely generous with his time and made it 
a priority to mentor a large number of individuals, including current and former students, 
junior faculty, colleagues from the publishing industry, and many others. He wanted people 
to  succeed and would do everything he could to help them accomplish their goals. Jack 
would often invite younger faculty members to collaborate with him on research projects. As 
a member of 80 doctoral and master’s committees, Jack relished his role as mentor and 
would spend hours with graduate students, helping and guiding them through the process of 
conducting original research for their theses or dissertations. Jack was always willing to 
make phone calls and write detailed letters of recommendation on behalf of his students to 
help them get hired or, later in their careers, get promoted or be awarded tenure. He invested 
heavily in these individuals and expected hard work and commitment to excellence in return. 
Many of these former graduate students are professors at universities and colleges through-
out the United States and now find themselves mentoring and inspiring their own students. 
  On a personal note, Jack was my mentor, colleague, and friend. Words cannot capture how 
grateful and honored I feel to have worked so closely with him on several textbooks and re-
search projects over the past 10 years. We became acquainted in 1999 after Jack agreed to be 
my dissertation chair at the University of Houston. Given Jack’s stature and commanding pres-
ence, I was a little intimidated by him in the beginning but quickly realized he was a “gentle 
giant” who could switch rapidly between discussions of research, books, academic careers, 
teaching, and the importance of being a good family man and father, and achieving balance in 
one’s life. Jack was a great storyteller and especially liked relating tales of his early years on 
the south side of Chicago. He taught me many things; some lessons were passed along during 
thoughtful conversations but most came by observing him in action. Jack taught me to take life 
“head on” with a strong, positive, and can-do attitude while never losing sight of the impor-
tance of being a loving and committed  husband and father. He will be sorely missed by all of 
us who were fortunate to have been touched by his warm friendship and guided by his gener-
ous spirit. Jack is survived by his wife of 37 years, Margaret (Pegi) Karsner Ivancevich; son 
Daniel and wife Susan; daughter Jill and husband David  Zacha, Jr.; and grandchildren Kathryn 
Diane and Amanda Dana Ivancevich, and Hunter David Michael, Hailey Dana, and Hannah 
Marie Zacha. Jack was preceded in death by his  beloved daughter Dana, and by his first wife, 
Diane Frances  Murphy Ivancevich. 

 Robert Konopaske 
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 Preface 
 Managers are aware that HRM is a strategic function that must play a vital role in the suc-
cess of organizations. HRM is no longer an afterthought, a limited service, or a unit to be 
tolerated. It is an active participant in charting the strategic course an organization must 
take to remain competitive, productive, and efficient. 
  This twelfth edition of  Human Resource Management —like the earlier editions—takes 
a managerial orientation; that is, HRM is viewed as relevant to managers in every unit, 
project, or team. Managers constantly face HRM issues, challenges, and decision making. 
Each manager must be a human resource problem solver and diagnostician who can deftly 
apply HRM concepts, procedures, models, tools, and techniques. This book pays attention 
to the application of HRM approaches in real organizational settings and situations. 
 Realism, currentness, understanding, and critical thinking are cornerstones in each edition 
of this text. 
  Human resource management is clearly needed in all organizations. Its focal point 
is people; people are the lifeblood of organizations. Without them, there is no need for 
computer systems, compensation plans, mission statements, programs, strategic planning 
or procedures. Because HRM activities involve people, the activities must be finely tuned, 
properly implemented, and continuously monitored to achieve desired outcomes. The 
uniqueness of HRM lies in its emphasis on people in work settings and its concern for the 
well-being and comfort of the human resources in an organization. This edition focuses on 
(1) managers and leaders with the responsibility to optimize performance and do what is 
ethically correct; (2) employees (e.g., engineers, clerks, software programmers, designers, 
machinists, chemists, teachers, nurses) who perform the work; and (3) HRM specialists 
who advise, support, and aid managers and nonmanagers in their work. 
  Students and faculty identify readability as a key strength of this book. This book also 
remains current, thorough, and relevant. But it was never intended to be an encyclopedia or 
a compendium of human resource management tools, laws, or ideas. Instead, the intent 
was to provide a book that instructors and students could learn from and that would stimu-
late their own ideas, while keeping them up to date on HRM theory and practice. 

 Pedagogical Features 

 In order to make the book relevant, interesting, scholarly, and practical, a number of peda-
gogical procedures were adopted and strengthened with each new edition. Each chapter 
contains most of the following elements: 

 • Brief list of  behavioral learning objectives  and an outline of the chapter. 

 •  Your Career Matters —a new feature that helps readers apply chapter material to 
 improving their own careers. 

 •  HR Challenge —a short situation emphasizing applied HRM techniques and issues that 
introduces each chapter and is further developed at various points in the chapter and at 
its conclusion. 

 •  HR Journal —a brief news story or best-in-class example about an actual company, 
technique, or group of people. 

 •  HR Memo —a margin item that highlights a statistic, fact, historical point, or relevant 
piece of information. 

 • The most  recent statistics  and data available on topics covered in the chapter. 
vi
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Preface  vii

 • More scenarios including small- and medium-sized companies. 

 • Increased discussion of demographic changes at work, global issues, ethical issues, and 
technology and family–life balance issues. 

 • The law and its impact on HRM is introduced to illustrate why managers must be up to 
date and knowledgeable about legal matters. 

 •  Chapter Summary —a handy, concise reference to the chapter’s main points. 

 • List of  Key Terms  (plus a comprehensive glossary of key terms at the end of the book). 

 •  Questions for Review and Discussion.  
 •  Application case(s)  and/or  experiential exercises —reflecting HRM issues, concerns, 

and problems faced in organizations of various sizes and in a wide array of industries. 

 Parts and Appendixes 

 The twelfth edition consists of five parts, divided into 17 chapters, and four appendixes. 
The appendix at the end of Chapter 1 discusses careers in HRM. Appendix A, “Measur-
ing Human Resource Activities,” was originally prepared by Jac Fitz-Enz, PhD, president 
of the Saratoga Institute. It has been updated with each edition. It spells out the reasons 
why measurement is important and how a measurement system for the HRM unit can 
be developed and styled. Appendix B, “Where to Find Information, Facts, and Figures 
about Human Resource Management,” was originally prepared by Paul N.  Keaton of 
the University of Wisconsin–La Crosse, and has been updated for this edition. This 
 appendix provides valuable sources of information that are useful in HRM.  Appendix C, 
“Career Planning,” was prepared by the author of the text. It examines important steps 
involved in career planning that each person must accept responsibility for and initiate 
at the appropriate time. Each reader of the book must become actively involved in his 
or her own career plan. 

 New and Strengthened Content Features 

 Each new edition involves major revisions, additions, deletions, and rewriting. Comments 
by instructors, students, practitioners, researchers, consultants, legal experts, and col-
leagues are each taken seriously so that the twelfth edition is better, fresher, more valuable, 
and current. It is estimated that over 3,000 changes were made in this edition. Instead of 
detailing these changes a select few mentions will set the tone for your own perusal. 

 • The most up-to-date references and illustrative materials are incorporated. This is a book 
for current and aspiring HR professionals, managers, and leaders. However, when  earlier 
citations were the best available they remain. Recent citations are not always the best or 
the most relevant. 

 • A greater emphasis on managerial responsibilities and actions pertaining to HRM 
 activities is woven throughout the content and chapter elements. 

 • Recent company examples illustrate the challenges of managing human resources. 

 • Examples of shifting demographics, ethical issues, global challenges, and work–life 
 balance decisions are included. 

 • New learning objectives, end-of-chapter questions, and cases are incorporated.  

 • More examples are given of managing the decision making in solving HRM problems 
and dealing with competitors, global issues, government regulations, labor issues, and 
personal issues. 
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viii  Preface

 Resource Materials 

 A complete set of instructor’s resource materials is available with this text. The instructional 
materials have been carefully updated and revised to complement the twelfth  edition. The 
following supplements are available via the Online Learning Center at www.mhhe.com/ 
ivancevich12e. 

 Instructor’s Manual and Test Bank 
 For each chapter, the instructor’s manual contains a list of learning objectives; a chapter 
synopsis; a summary of the HR Challenge; presentation notes; teaching tips; answers to 
questions for review and discussion; suggestions for additional questions, term paper 
 topics, and a group project; case and/or exercise notes; and answers to case questions. The 
test bank consists of approximately 1,700 true/false, multiple-choice, and essay questions. 
Each question is classified according to level of difficulty and includes a text page 
reference. 

 PowerPoint® Slides 
 Numerous PowerPoint slides are provided, complementing the 17 chapters in the text. 
These slides consist of both original lecture materials and key textual material. 

  Students— Visit the Student Resources section of the Online Learning Center (www.mhhe.
com/ivancevich12e) for self-grading quizzes and chapter review material. Additional 
 premium content is also available for online purchase, including Self-Assessment, Test 
Your Knowledge, and Manager’s Hot Seat exercises. 

 The Manager’s Hot Seat Videos Online 
 See www.mhhe.com/MHS. In today’s workplace, managers are confronted daily with 
 issues like ethics, diversity, working in teams, and the virtual workplace. The Manager’s 
Hot Seat videos allow students to watch as real managers apply their years of experience 
to confront these issues. Students assume the role of manager as they watch the video and 
answer multiple-choice questions that pop up, forcing them to make decisions on the spot. 
They learn from the manager’s mistakes and successes, and then do a report critiquing the 
manager’s approach by defending their reasoning. Reports can be e-mailed or printed out 
for credit. These video segments are a powerful tool for this course that truly immerses 
students in the learning experience. 

 Human Resource Management Video DVD Volume 3  
 This DVD provides 16 HRM-related videos, including one new video produced by the 
SHRM Foundation (Once the Deal is Done: Making Mergers Work). Other new notable 
videos available for this edition include Google Employee Perks, Zappos.com, and Reces-
sion Job Growth. 
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  Introduction to 
Human Resource 
Management and the 
Environment  

            Part

1
  

  Human resource management (HRM) is the effective management of people at work. 
HRM examines what can or should be done to make working people more productive and 
satisfied. This book has been written for individuals interested in learning about people 
working within organizations. Its goal is to help develop more effective managers and staff 
specialists who work directly with the human resources of o  r  ganizations.  
   Part   One   consists of four chapters. Chapter 1, “Human Resource Management,” intro-
duces the reader to HRM and careers in HRM. The diagnostic approach is introduced in 
Chapter 2, “A Strategic Approach to Human Resource Management.” Chapter 2 also re-
views behavioral science perspectives on managing people and shows how knowledge of 
these can be used to influence employee effectiveness. In addition, the chapter discusses 
the ways managers use knowledge of environmental factors—diversity of the labor force, 
technological change, globalization, government regulations, and union requirements—to 
infl  u  ence employee performance. Chapter 3, “Legal Environment of Human Resource 
Management: Equal Employment Opportunity,” describes the influences of the legal envi-
ronment on HRM. A number of major laws and regulations are discussed in this chapter, as 
well as throughout the book. Chapter 4, “Global H  u  man Resource Management,” discusses 
HRM in the era of globalization. The “global enterprise” and the interdependence of 
 nations have become a reality. Global mass markets, intense competition, and market 
 freedom have fostered an international interest in managing human resources.  
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1  
  Chapter 

  Human Resource 
Ma  n  agement  

  Learning Objectives  

  After studying this chapter you should be able to:  

  1.     Describe   the fundamental aspects of   human resource management  .  

  2.     Describe   the strategic importance of human resource management 
(HRM) activities performed in organizations.  

  3.     Give examples   of career opportunities available in the HRM field.  

  4.     Compare   the role that specialists and operating managers play in 
performing HRM activities.  

  5.     Summarize   the main objectives pursued by HRM units in organizations.  

iva29120_ch01_001-028.indd Page 2  12/6/11  10:35 AM user-f462iva29120_ch01_001-028.indd Page 2  12/6/11  10:35 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



  HR Challenge  

  Don   Brokop   has, over the past several years, proved himself an outstanding shift supervisor 
at the Melody Machine Products Corp. plant in South Chicago. He has worked every shift, 
likes people, and recently was the winner of the Outstanding Plant Manager award. Don, 
now 41 years old, is beginning to look closely at his career plans. He believes that he needs 
to gain some experience in jobs other than production.  
   Last week a position opened at the plant for an assistant director of human resources. At 
first, Don gave no thought to the position, but later he asked his boss, Marty   Fogestrom  , 
about it. Marty encouraged Don to think his plans through and to consider whether he 
wanted to work in the area of human resource ma  n  agement.  
   Don talked with plant colleagues about the new position,   searched through online ver-
sions of HR Magazine, The Wall Street Journal, and BusinessWeek,     read over some HR job 
postings on www.monster.com and   www.hotjobs  .com,   and found a number of interesting 
news items concerning human resource management. He discovered that many different 
careers existed in this field. He realized that he had not really understood the job done by 
Melody’s department of human resources. What struck him most was that issues, problems, 
and challenges concerning people are what human resources are about.  
   Here are a few of the news items that caught his eye:  1  

  •   During the height of a previous economic downturn, Ben   Cheever   lost his job as an 
editor at   Reader’s Digest  . He decided to write a book (  Selling Ben   Cheever  : Back to Square 
One in a Service Economy  ). In response to his sudden job loss he offered advice to others 
who had lost their jobs: (1) you are not your job title, (2) get past the shame barrier, 
(3) keep in touch with those in your network, and (4) always have a plan. In a nutshell—
don’t be shy; don’t be ashamed; take action with confidence.  

  •   The Web is a great place for HR managers and those interested in HRM to find sugges-
tions, best-in-class examples, and resources. A favorite site of those in the know is www.
shrm.org. SHRM, or the Society for Human Resource Management, is a well-known 
global professional HR organization with over 250,000 members in 140 countries. It 
offers a free job hunting portal (see “ SHRM’s  HR Jobs”).  

  •   Training is a       HRM activities. In 2010, U.S. firms spent a total of $52.8 billion on training. 
In good and bad economic times the top firms stick with training and the message it 
sends about valuing people. Some of the top annual training budgets are found at 
IBM—$1 billion; Ford Motor—$500 million; Intel—$319 million; and Boeing—$250 million. 
Companies continue to stress the importance of training as a competitive business 
advantage.  

  •   The number of companies offering employees online access to HR functions such as 
benefits enrol  l  ment, family status changes, and changes to 401(k) contributions is 
increasing. A survey conducted by Towers Perrin indicated 60 percent of employers 
reported that they allow employees to complete their benefits enrollment and to per-
form other HR functions online. These findings show a 30 to 50 percent increase across 
companies in one year.  

  •   Many companies praise the benefits of telecommuting (employees who work at home 
on a regular b  a  sis) such as lower real estate costs, reduced turnover, increased produc-
tivity, and an increased ability to comply with workplace laws (e.g., Americans with 
Disabilities Act and Family and Medical Leave Act). However, a study of managers and 
employees by Boston College Center for Work & Family found some telecommuting 
disadvantages. It found that telecommuters work more, rate their work–life balance 
sa  t  isfaction lower, believe they have worse relationships with their managers and co-
workers, and are less committed to their job. The pros and cons of telecommuting need 
to be studied over long time periods.  

  •   The most family friendly workplaces have some common elements, according to this 
year’s   Working Mother   magazine (www.workingmother.com) list of the 100 best 

3
(continued on next page)
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4

HR Challenge (continued)

companies to work for. These include offering perks and benefits that workers value, 
including child care, company culture, work–life balance, flextime, and tel  e  commut-
ing (on a part-time basis).   A few of the 2010   Working Mother   100 best companies 
include Bank of America, Discovery Communications, and PricewaterhouseCoopers. 
At Bank of America, employees have a large say in defining how they get their jobs 
done. At Discovery Communications, new moms are given nine weeks (with full pay) 
to stay at home with the newborn. PWC chose several fast-track female leaders for 
a new Breakthrough Leadership Development program.  

  •   Don   Tapscott  , internationally recognized consultant, has been talking about a new 
knowledge-based economy for years. Microsoft, he says, has almost missed the environ-
mental shift. The firm’s manag  e  ment was clinging to the view that it was a PC (personal 
computer) firm, ignoring the Web and its pote  n  tial. It was not money that turned 
Microsoft around but human capital (knowledge). Brain power is what   Tapscott   claims 
saved Microsoft and makes it a major force in the 21  st  -century economy.  

   Don   Brokop   thought about his recent conversations, his career plans, the news stories, 
and the cha  l  lenges of moving from production to human resource management. He 
thought his experience in first-line management would be helpful if he was fortunate 
enough to land the job, but he wondered if he was qual  i  fied for this kind of job. Otherwise, 
he was confident and considered his college education and experience invaluable. He 
wanted new challenges. Then he learned through the grapevine that the job was his if he 
wanted to make the move. If you were Don, would you be likely to make this kind of career 
shift? Don’s d  e  cision will be presented at the end of this chapter.  

  People, human talent, employees are assets not liabilities, being in the people business  —
these words and thoughts are common in modern society. Don   Brokop   is considering the 
cha  l  lenges associated with this new wave of professional treatment and concern for people 
within organiz  a  tions. Organizations are definitely in the people business—Don certainly 
saw this after only a quick r  e  view of a few news stories.  
   This book will focus on people and optimizing performance in organizational settings. The 
entire book will be concerned with the employees of organizations—the sales associates, web-
site designers, software engineers, supervisors, managers, and executives. Small, medium, and 
large organizations, such as   MicroTech  , IBM, Kroger Supermarket, Procter & Gamble, Merck-
  Medco  , CVS Pharmacies, eBay, and GAP unde  r  stand clearly that to grow, prosper, and remain 
healthy they must optimize the return on investment of all resources—financial and human.  
   When an organization is really concerned about people, its total philosophy, culture, and 
orientation will reflect this belief. In this book,   human resource management (HRM)   
is specifically charged with programs concerned with people—the employees. Human 
 resource management is the function pe  r  formed in organizations that facilitates the most 
effective use of people (employees) to achieve organiz  a  tional and individual goals. 
Whether a human resource management function or department even exists in a firm, every 
manager must be concerned with people.  
   Terms such as   personnel, human resource management, industrial relations,   and   em-
ployee develo  p  ment   are used by different individuals to describe the unit, department, or 
group concerned about people. The term   human resource management   is now widely used, 
though a few people still refer to a   personnel department.   In order to be current, the term 
  human resource management   will be used throughout the book. It is a term that reflects the 
increased concern that both society and organizations have for people. Today, employees—
the human resource—demand more of their jobs and respond favorably to manag  e  ment 
activities that give them greater control of their lives.  2  
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Chapter 1  Human Resource Management  5

   Human resource management (HRM) consists of numerous activities, including  

  1.   Equal employment opportunity (EEO) compliance.  

  2.   Job analysis.  

  3.   Human resource planning.  

  4.   Recruitment, selection, motivation, and retention.  

  5.   Performance evaluation and compensation.  

  6.   Training and development.  

  7.   Labor relations.  

  8.   Safety, health, and wellness.  

   These activities are topics of various chapters in this book. They also appear as elements 
in the model of the HRM function that is used throughout the text. (This model is de-
scribed in Chapter 2.)  
   The following five descriptions of the HRM unit should be stressed at the outset:  

  1.     It is action-oriented.   Effective HRM focuses on action rather than on record-keeping, 
written procedures, or rules. Certainly, HRM uses rules, records, and policies, but 
it stresses action as it partners with operating and business managers within the organi-
zation. HRM emphasizes the solution of employment problems to help achieve organi-
zational objectives and facilitate employees’ development and satisfaction.  

  2.     It is people-oriented.   Whenever possible, HRM treats each employee as an individual 
and offers services and programs to meet the individual’s needs. McDonald’s, the 
fast-food chain, has gone so far as to give an executive the title vice president of 
individuality.  

  3.     It is globally oriented.   HRM is a globally oriented function or activity; it is being prac-
ticed in India, Poland, and China. Many organizations around the world treat people 
fairly, with respect, and with sensitivity. Thus, American practitioners can review best-
in-class HRM practices from around the world to determine if some principles can be 
applied or modified to work in the United States.  

  4.     It is future-oriented.   Effective HRM is concerned with helping an organization achieve 
its objectives in the future by providing for competent, well-motivated employees. Thus, 
human resources need to be incorporated into an organization’s long-term strategic plans.  

  5.     It is strategically oriented  . Effective HRM practices should support the organization’s 
business strategy. For example, if an organization plans to expand into China and India, 
then HR managers must plan on hiring employees with the appropriate language, cul-
ture, and international business skills and experiences.  

   The HR Journal on HRM 2.0 suggests several trends that HRM professionals must address 
as they craft high-impact talent management practices to help their organizations succeed.  

  A Brief History of Human Resource Management  

  The history of HRM can be traced to England, where masons, carpenters, leather workers, 
and other craftspeople organized themselves into guilds. They used their unity to improve 
their work conditions.  3  
   The field further developed with the arrival of the Industrial Revolution in the latter 
part of the 18  th   century, which laid the basis for a new and complex industrial society. In 
simple terms, the Industrial Revolution began with the substitution of steam power and 
machinery for time-consuming hand labor. Working conditions, social patterns, and the 
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  True or false:   Social media and networking sites like 
  Facebook  , Twitter, and   Linkedln   are changing the 
ways HR professionals conduct recruiting and other 
HR-related activities.  

  True or false:   In 2010, approximately 100,000 indi-
viduals filed charges of discrimination with the U.S. 
Equal Employment Opportunity Commission. This 
represented a 25 percent increase over the number 
of charges filed in 2000.  

  True or false:   The Society of Human Resource Man-
agement continues to be the largest HR association 
in the world with over 250,000 members from 
140 countries.  

  True or false:   Many HR professionals from companies 
of all sizes believe that intense global competition 
and the emergence of developing markets like 
 Brazil, India, and China are creating the need for 
 employees with cross-cultural and international 
 business knowledge.  

  True or false:   At many workplaces, there can be up to 
four distinct generations working side by side—the 
traditionalists, baby boomers, Generation Xs, and 
Millennials (or Generation Ys)—which can lead in 
some instances to misunderstandings and frustration.  

  True or false:   Some companies outsource significant 
parts of the HR function to organizations like IBM, 
  Accenture  ,   Convergys  , and Hewitt in order to gain 
efficiencies and lower costs.  

  True or false:   By 2016, the U.S. Bureau of Labor 
 Statistics predicts that the labor force will be much 

more diverse with an increasing number of older 
workers, women, and Hispanic and Asian Americans 
entering the workforce.  

  True or false:   More and more employees are trying 
to achieve better work–life balance and are attracted 
to organizations that offer job sharing, flextime, 
and/or telecommuting work arrangements.  

   All of these HRM-related trends are true. HRM profes-
sionals, in order to be successful and have impact, need 
to understand and respond to these trends as they de-
velop and implement initiatives and program within 
their organizations.  
   As these trends suggest, the field of HRM has come a 
long way from the days when it was considered a purely 
bureaucratic and administrative function in organiza-
tions where records were kept and payroll checks were 
issued. In contrast, HRM professionals of today have to 
manage not only the operational, day-to-day aspects of 
HRM but also to partner with the business leaders of the 
organization in order to provide value added insight and 
suggestions that support the organizational culture and 
strategic direction of the firm.  

  Sources  : Adapted from Jennifer Schramm (June 2011), “Think 
Globally,” HR Magazine, pp. 156–57; Adrienne Fox (May 2011), 
“Mixing It Up,”   HR Magazine,   pp. 22–27; Charge Statistics FY 1997 
Through FY 2010 (  http://www.eeoc.gov     accessed on June 22, 
2011);   Mitra     Toosi  , (November 2007), “Labor Force Projections 
to 2016-More Workers in Their Golden Years,”   Monthly Labor Re-
view,   U.S. Bureau of Labor Statistics (  http://www.bls.gov   accessed 
on June 22, 2011); Ed Frauenheim (2009),   “Xerox-ACS Deal Latest 
Shake-up in HR0 Market,”   Workforce Management,   pp. 15–16.  

  HR Journal     HRM 2.0: Which of the Following HRM-Related Trends Are True?  

division of labor were significantly altered. A new kind of employee—a boss, who wasn’t 
necessarily the owner, as had usually been the case in the past—became a power broker in 
the new factory system. With these changes also came a widening gap between workers 
and owners.  
   Scientific management and welfare work represent two concurrent approaches that 
began in the 19th century and, along with industrial psychology, merged during the era 
of the world wars.  4   Scientific ma  n  agement represented an effort to deal with ineffi-
ciencies in labor and management primarily through work methods, time and motion 
study, and specialization. Industrial psychology represented the application of psycho-
logical principles toward increasing the ability of workers to perform efficiently and 
effectively.  
   The renowned father of scientific management was Frederick W. Taylor. An engineer at 
Midvale Steel Works in Philadelphia from 1878 to 1890, he studied worker efficiency and 
attempted to discover the “one best way” and the one fastest way to do a job. He summa-
rized scientific management as (1) sc  i  ence, not rules of thumb; (2) harmony, not discord; 
(3) cooperation, not individualism; and (4) maximum output, not restricted output.  5  
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Chapter 1  Human Resource Management  7

   Whereas scientific management focused on the job and efficiencies, industrial psychology 
focused on the worker and individual differences. The maximum well-being of the worker 
was the focus of industrial psychology. Hugo   Munsterberg   and his book   Psychology and In-
dustrial Efficiency   initiated in 1913 the field of industrial psychology.  6   The book served as a 
stimulus and model for the development of the field in the United States and Europe.  
   The drastic changes in technology, the growth of organizations, the rise of unions, and 
government concern and intervention concerning working people resulted in the develop-
ment of personnel depar  t  ments. There is no specific date assigned to the appearance of the 
first personnel department, but around the 1920s more and more organizations seemed to 
take note of and do something about the conflict b  e  tween employees and management.  7   
Early personnel administrators were called   welfare secretaries.   Their job was to bridge the 
gap between management and operator (worker); in other words, they were to speak to 
workers in their own language and then recommend to management what had to be done to 
get the best results from employees.  
   Another early contributor to HRM was called the   human relations   movement. Two 
 Harvard researc  h  ers, Elton Mayo and Fritz   Roelthisberger  , incorporated human factors into 
work. This movement began as a result of a series of studies conducted at the Hawthorne 
facility of Western Electric in Chicago between 1924 and 1933. The purpose of the studies 
was to determine the effects of illumination on workers and their output. The studies 
pointed out the importance of the social interaction and work group on output and satisfac-
tion. The human relations movement eventually, around the mid-1960s, became a branch 
of and a contributor to the field of organizational behavior.  8  
   The early history of personnel still obscures the importance of the HRM function to 
management. Until the 1960s, the personnel function was considered to be concerned only 
with blue-collar or operating e  m  ployees. It was viewed as a record-keeping unit that 
handed out 25-year service pins and coordinated the annual company picnic. Peter   Drucker  , 
a respected management scholar and consultant, made a statement about personnel man-
agement that reflected its blue-collar orientation.   Drucker   stated that the job of pe  r  sonnel 
was “partly a file clerk’s job, partly a housekeeping job, partly a social worker’s job, and 
partly firefighting, heading off union trouble.”  9  

  Strategic Importance of HRM  

  The HRM function today is concerned with much more than simple filing, housekeeping, and 
record-keeping.  10   When HRM strategies are integrated within the organization, HRM plays a 
major role in clar  i  fying the firm’s human resource problems and develops solutions to them. It 
is oriented toward action, the individual, worldwide interdependence, and the future. Today it 
would be difficult to imagine any organ  i  zation achieving and sustaining effectiveness without 
efficient HRM programs and activities. The strat  e  gic and competitive advantage importance of 
HRM to the survival of an organization will become clearer as we move into the book.  11  
   Strategic HRM differs significantly from traditional HRM. Exhibit 1–1 shows that the 
main respons  i  bility for managing human resources in a traditional arrangement rests with 
HR specialists in a division (large companies) or team. In a strategic approach the main 
responsibility for people management rests with any individual that is in direct contact 
with them, such as line managers. Thus, any individual in an organization who has respon-
sibility for people manages human resources in addition to his or her regular position.  
   For years the HRM function had not been linked to the corporate profit margin or what 
is referred to as the   bottom line.   The role of HRM in the firm’s overall strategy was usually 
couched in fuzzy terms and abstractions. HRM was merely a tagalong unit with people-
oriented plans, not a major part of planning or strategic thinking.  
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EXHIBIT 1–1
  Traditional HRM 
and Strategic HRM 
Characteristics       

  Traditional HRM  

  HR specialists  

  Better performance  

  Respond to needs  

  Short-term results  

  Rules, policies, position 
power  

  Bureaucratic, top-down, 
centralized  

  Following the rules  

  Cost centers  

          Responsibility for human 
resources

    Objective  

    Role of HRM area  

    Time focus  

    Control  

    Culture  

    Major emphasis  

    Accountability       

  Strategic HRM  

  Line managers  

  Improved understanding 
and strategic use of human 
assets  

  Lead, inspire, understand 

  Short, intermediate, long-
term   

  Flexible, based on human 
resources  

  Open, participative, 
empowered  

  Developing people  

  Investment in human assets  

   Despite the appeal that strategic HRM is important, many organizations have had a dif-
ficult time adopting a strategic perspective. First, many organizations take a short-run ap-
proach and focus only on current and short-term performance. This is not surprising given 
the emphasis by Wall Street and many stockholders on achieving attractive quarterly per-
formance results.  
   Second, many HR managers do not have a strategic perspective. They are narrowly 
trained and ed  u  cated and pay attention primarily to their area of expertise—compensation, 
labor law, performance evaluation, diversity management, training, and other HR areas. 
They have insufficient knowledge of international operations, finance, accounting, market-
ing, and production.  
   Finally, while some progress is being made in measuring HRM activities, this is still a 
challenging endeavor. Placing values on and tracking HRM pr  o  grams is challenging for 
many HR managers. Using such HR matrix requires quantifying human behavior and 
 attitudes.   Despite this fact, forward-looking companies like Google,   Netflix  , and Best 
Buy rely on data to make informed decisions about how best to manage their talent. The 
nearby Your Career Matters discusses how a person could differentiate himself or herself  
by  using HR metrics.  
   Today, because of the recognition of the crucial importance of people, HRM in an in-
creasing number of organizations has become a major player in developing strategic plans 
and facilitating changes within the organization.  12   Organizational and human r  e  source 
plans and strategies are inextricably linked. The HRM strategies must reflect clearly the 
organiz  a  tion’s strategy regarding people, profit, and overall effectiveness. The human re-
source manager, like all managers, is expected to play a crucial role in improving the skills 
of employees and the firm’s profitabi  l  ity. In essence, HRM in a growing number of organi-
zations is now viewed as a “profit center” and not simply a “cost center.”  
   The strategic importance of HRM means that a number of key concepts must be applied. 
Some of these concepts are  

  •   Analyzing and solving problems from a profit-oriented, not just a service-oriented, 
point of view.  

  •   Assessing and interpreting costs or benefits of such HRM issues as productivity, salaries 
and benefits, recruitment, training, absenteeism, overseas relocation, layoffs, meetings, 
and attitude surveys.  
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  Think about a recent job you’ve had. Regardless of 
whether or not you were in charge, did you ever find 
yourself frustrated when a co-worker didn’t show up for 
work? Or, when she quit right after she finished job train-
ing? Or, maybe you noticed a slacker who never gave 
100 percent of her energy to the job.  
   What can be done about these types of problem em-
ployees? By using HR metrics (measures) to gather data 
about employee behavior and attitudes, you can make 
informed decisions about talent management that in-
crease the effectiveness, productivity, customer service, 
job satisfaction, and morale of the organization. Not only 
are data-driven decisions good for the firm, but also you 
will enhance your own career prospects by earning a 
reputation as a results-oriented, analytical thinker.  
   Here are some examples of common HR metrics:  

  1.     Employee engagement.   Survey your employees to see 
if they are engaged in their jobs. According to a 
2008–09 survey of 13,000 respondents, firms with 
involved and enthusiastic employees report 26 per-
cent higher revenue per employee.  

  2.     Turnover rate.   Analyze the employees who are leaving 
the organization each year. How many? From which 
departments are they leaving? How many are top per-
formers? Was it voluntary or involuntary? Organiza-

tions that hold onto their best employees avoid the 
costs associated with replacing them, estimated to cost 
up to three years of employees’ salary and benefits.  

  3.     Training and development.   Assess whether the organi-
zation is getting a high return on investment from 
training its employees. This is important given that 
U.S. companies spent $57 billion on training in 2008. 
Does training result in higher productivity? Do em-
ployees transfer what they learned in training to their 
actual jobs?  

   Other common HR metrics include average cost-
per-hire, compensation levels, promotion rates, absen-
teeism rate, succession planning, and retirement rate.  
   In sum, use data to help optimize the decisions you 
make about people at work. By doing this, you will help 
differentiate yourself and thus increase your   promotabil-
ity   within your organization or marketability in the job 
market.  

  Sources  : Adapted from Kathryn Tyler (March 2011), “Prepare 
for Impact,”   HR Magazine  ,   pp. 53–56; Thomas H. Davenport, 
Jeanne Harris, and Jeremy Shapiro (October 2010), “Compet-
ing on Talent Analytics,”   Harvard Business Review,   pp. 52–58; 
B.   Kreissl   (September 2010), “10 Most Important HR Metrics,” 
  Canadian HR Reporter,   pp. 17–22; “Strategic Business Intelli-
gence for HR: Six HR Metrics No HR Executive Should be 
Without” (October 2009),   Workforce Management,   p. S3.  

  Your Career Matters     Make Impact by Using HR Metrics  

  •   Using planning models that include realistic, challenging, specific, and meaningful goals.  

  •   Preparing reports on HRM solutions to problems encountered by the firm.  

  •   Training the human resource staff and emphasizing the strategic importance of HRM 
and the importance of contributing to the firm’s profits.  

   The increased strategic importance of HRM means that human resource specialists must 
show mana  g  ers that they contribute to the goals and mission of the firm.  13   The actions, 
language, and performance of the HRM function must be measured, precisely communi-
cated, and evaluated. The new strategic pos  i  tioning of HRM means that accountability 
must be taken seriously, and the investment in human assets is the focal point.  
   The era of accountability for HRM has resulted from concerns about productivity, from 
widespread downsizing and redesigning of organizations, from the need to effectively man-
age an increasingly diverse workforce, and from the need to effectively use all the resources 
of an organization to compete in an i  n  creasingly complex and competitive world.  14  
   The HRM function today is much more integrated and strategically involved. The im-
portance of r  e  cruiting, selecting, training, developing, rewarding, compensating, and moti-
vating the workforce is reco  g  nized and practiced by managers in every unit and functional 
area of an institution. HRM and every other function must work together to achieve the 
level of organizational effectiveness required to compete l  o  cally and internationally.  
   If the HRM function is to be successful, managers in other functions must be knowl-
edgeable and i  n  volved. Managers play a major role in setting the direction, tone, and 
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 effectiveness of the relationship between the employees, the firm, and the work per-
formed. Managers must understand that carrying out HRM activities and programs is 
strategically vital. Without managerial participation, there are likely to be major human 
resource problems.   Since 2008, Howard Schultz, CEO of Starbucks, helped reinvigorate 
the health of the company by focusing on its people. First, he closed more than 7,000 
stores for three hours one afternoon to retrain 135,000 baristas in how to create a perfect 
  expresso   shot. Customers gave higher rating scores in the weeks that followed. Second, 
Schultz brought 10,000 managers and   employees   to a leadership conference to build trust 
between the company and its people, while reinforcing the company’s original values. 
Choosing New Orleans as host of the $30 million event, Starbucks employees (when not 
in meetings) spent five hours each on   community   service projects. The volunteers spent a 
total of 50,000 hours cleaning neighborhoods, painting houses, restoring parks, and put-
ting up new playgrounds.  15  

  HRM and Organizational Effectiveness  

  HRM activities play a major role in ensuring that an organization will compete effectively 
and prosper. Organizational effectiveness is described in this book in terms of such criteria 
as pe  r  formance, legal compliance, employee satisfaction, absenteeism, turnover, training 
effectiveness and r  e  turn on investment, grievance rates, and accident rates. In order for a 
firm to survive and prosper and earn a profit, reasonable goals in each of these criteria must 
be achieved.  16   In most organizations, effe  c  tiveness is measured by a combination of reach-
ing goals, employing the skills and abilities of employees efficiently, and ensuring the in-
flux and retention of well-trained and motivated employees.  
   Around the world, managers are beginning to recognize that human resources deserve 
attention b  e  cause they are a significant factor in top-management strategic decisions that 
guide the organization’s f  u  ture operations. Three crucial elements are needed for firms to 
be effective: (1) mission and strategy, (2) organizational structure, and (3) HRM.  17   How-
ever, it is important to remember that people do the work and create the ideas that allow the 
organization to survive. Even the most capital-intensive, best-structured organizations need 
people to run them.  
   People limit or enhance the strengths and weaknesses of an organization. Current 
changes in the env  i  ronment are often related to changes in human resources, such as shifts 
in the composition, education, and attitudes of employees. The HRM function should plan 
for and respond to these changes.  
   The changes experienced by organizations around the world include growing global 
competition; outsourcing; virtual organizational structures; ra  p  idly expanding technolo-
gies; increased demand for individual, team, and organizational competencies; faster cycle 
times; increasing legal and compliance scrutiny; and higher customer expectations. These 
changes combined with the realization that the performance of a firm’s human assets must 
be managed, led, and coached have resulted in the need for more strategic planning and 
modern leadership practices. The mechanized or routine-oriented workforce is giving way 
to a more knowledge-based, information-rich workforce.  18  
   One problem top management has in making strategic planning decisions regarding 
people is that all other resources are evaluated in terms of money, and at present, in most 
organizations, people are not. As the nearby Your Career Matters box illustrates, there has 
been a push toward applying talent analytics and human resource accounting, which 
would place dollar values on the human assets of organizations.  19   Professional sports teams 
such as the New York Yankees place a dollar value on athletes. They then depreciate these 
values over the course of time.  
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   If the objectives of the HRM function are to be accomplished, top managers will have to 
treat the h  u  man resources of the organization as the key to effectiveness. To do this—to 
accomplish the important objectives of HRM—management must regard the development 
of superior human resources as an esse  n  tial competitive requirement that needs careful 
planning, hard work, and evaluation.  
   An increasing number of studies conducted in the United States and in other countries 
across industries from high-to low-technology firms emphasize the importance of people.  20   
There is now evidence that shows that implementing high-performance management prac-
tices results in profitability gains, stock price increases, and higher company survival rates. 
One study of 968 firms found that a 1 standard deviation i  n  crease in the use of “people-
first” practices is associated with a 7.05 percent decrease in turnover, $27,044 more in 
sales, and $18,641 and $3,814 more in market value and profits, respectively.  21   Another 
study found that a 1 standard deviation improvement in human resource practices was as-
sociated with a $41,000 increase in shareholder wealth per employee.  22  
   Similar results of people-first improvements were found   at   Sysco  , the $37 billion food-
service firm with 51,000 employees. After analyzing such factors as employee satisfaction, 
productivity, and retention, it was found that “operating units with highly satisfied employ-
ees have higher revenues, lower costs, greater employee retention, and superior customer 
loyalty.”  23  
   Based on the available research and analyses, we can specify some of the people-first 
practices that have contributed to the positive research findings. Each of these practices 
will be covered later in the book: employment security; selective hiring; self-managed 
teams; compensation linked to performance; training; and the sharing of performance, 
strategy, and operational information, data, and measures.  24  

  Objectives of the HRM Function  

  The contributions HRM makes to organizational effectiveness include the following:  

  •   Helping the organization reach its goals.  

  •   Employing the skills and abilities of the workforce efficiently.  

  •   Providing the organization with well-trained and well-motivated employees.  

  •   Increasing to the fullest the employee’s job satisfaction and self-actualization.  

  •   Developing and maintaining a quality of work life that makes employment in the orga-
nization desirable.  

  •   Communicating HRM policies to all employees.  

  •   Helping maintain ethical policies and socially responsible behavior.  

  •   Managing change to the mutual advantage of individuals, groups, the enterprise, and 
the public.  

  •   Managing increased urgency and faster cycle time.  

  Helping the Organization Reach Its Goals  
  The HRM function is evolving to meet the current and future needs of the organizations 
they serve. As more organizations define success in both financial and sustainability 
terms, HRM leaders must become true business partners. Some of the value added con-
tributions that HRM can make include managing talent for the short- and long-term; 
helping align human resources with the goals and strategies of the organization; and, 
 facilitating change to keep pace with the changing environments in which organizations 
find themselves.  25  
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12  Part One  Introduction to Human Resource Management and the Environment

  Employers are now facing a new workforce pool of 
 candidates referred to as Generation Ys. They are also 
called the   Millennials   or echo boomers. Individuals born 
between 1980 and 2000 make up Generation Y. About 
one-fourth of new immigrants to the United States are 
also part of this 76 million strong generation.  
   Generation Y members are used to making and 
spending money on high-tech gadgets like the latest 
smart phone, MP3 player, computer tablet, or e-Book 
reader. They tend to be skeptical customers, somewhat 
distrusting, and are independent. For the HRM area this 
means that company materials, including websites, will 
need to offer potential   hirees   easy, independent access 
to information that Generation Ys can evaluate.  
   Research shows that 23 percent of Generation Xs 
(born between 1965 and 1979), like Generation Ys, do 
not identify with a religious d  e  nomination or do not be-
lieve in God. This is more than twice the number of non-
believers among baby boomers, or those born between 
1946 and 1964.  
   The introduction of Generation Ys into the workplace 
raises the possibility of conflict.   For example, Generation Y 
employees are much more likely to value work–life bal-
ance than previous generations. By work–life balance, 
Generation Y employees expect vacation time (soon 
 after beginning a new job), flexible schedule, and an un-
derstanding supervisor who supports their work–life 

balance goals.   Generation Y and Generation X members 
working together will be a challenging task. To prepare 
for  Generation Ys, managers should consider the follow-
ing practices:  

  1.   Manage expectations about importance of “paying 
dues.”  

  2.   Create customized career paths.  

  3.   Provide more public praise and feedback.  

  4.   Encourage the use of mentors.  

  5.   Provide access to innovative technology.  

  6.   Allow for input into job-related decisions.  

  7.   Accept that the line between work and home doesn’t 
exist.  

   These are a few management pointers for working 
with a large new generation that is beginning to enter 
the workforce. This generation is forcing organizations 
to think more creatively about work–life balance.  

  Sources:   Jean M.   Twenge   (2010), “A Review of the Empirical 
Evidence on Generational Differences in Work Attitudes,” 
Journal of Business and Psychology, pp. 201–210; Penelope 
Trunk (July 5, 2007), “What Gen Y Really Thinks,” Time Online 
(http://www. . . .);   www.time.com/time/printout/
0,8816,1640395,00.html; Cheryl   Wetzstein  , (April 12, 2005), 
“Generation Y Embraces Choice, Redefine  Religion,”   Washington 
Times  ; “The New Workforce: Generation Y” (Summer 2001), 
  Workplace Visions,   pp. 1–8.  

  HR Journal     Getting the Most from Generation Y Talent  

  Efficiently Employing the Skills and Abilities of the Workforce  
  Clyde Benedict, the chief personnel officer for   Integon   Corporation, stated this purpose 
somewhat diffe  r  ently. He said the purpose is “to make people’s strengths productive, and 
to benefit customers, stockhol  d  ers, and employees. I believe this is the purpose Walt 
 Disney had in mind when he said his greatest a  c  complishment was to build the Disney 
 organization with its own people.”  
   The HR Journal points out that a new Generation Y wave of employees is entering the 
workforce. Managing their skills and abilities will require some preparation and consider-
ation of their similarities and differences with other generations.  

  Providing Well-Trained and Well-Motivated Employees  
  This is a measure of effectiveness for HRM. David Babcock, chair of the board and chief 
executive officer of the May Company, phrases this purpose as “building and protecting the 
most valuable asset of the enterprise: people.”  
   Norman Augustine, ex-chair of Martin Marietta and current chair of the U.S. Human 
Space Flight Review Committee, is specific about how to motivate people when he 
states, “If you want to improve performance, people must see justice in the rewards you 
give. Reward good results, but don’t reward people who don’t perform. Make the goals 
clear, and how they are mea  s  ured, with no room for side issues like whether someone’s a 
nice person.”  26  
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Chapter 1  Human Resource Management  13

     HRM’s   effectiveness measure—its chief effectiveness measure, anyway—is to provide 
the right people at the right phase of performing a job, at the right time for the organization.  

  Increasing Employees’ Job Satisfaction and Self-Actualization  
  Thus far, the emphasis has been on the organization’s needs. But unlike computers or smart 
phones, e  m  ployees have feelings. For employees to be productive, they must feel that the 
job is right for their abilities and that they are being treated in a fair manner. For many 
employees, the job is a major source of personal ide  n  tity. Most of us spend the majority of 
our waking hours at work and getting to and from work. Thus, our identity is tied closely 
to our jobs and careers.  
   Satisfied employees are not   automatically   more productive. However, unsatisfied 
 employees do tend to quit more often, be absent more frequently, and produce lower-quality 
work than satisfied workers. Nevertheless, both satisfied and dissatisfied employees may 
perform equally in quantitative terms, such as processing the same number of insurance 
claims per hour.  

  Achieving Quality of Work Life  
  This purpose is closely related to the previous one. Quality of work life is a somewhat gen-
eral concept, r  e  ferring to several aspects of the job experience. These include such factors as 
management and superv  i  sory style, freedom and autonomy to make decisions on the job, 
satisfactory physical surroundings, job safety, satisfactory working hours, and meaningful 
tasks. Basically, a sound quality of work life (QWL) program assumes that a job and the 
work environment should be structured to meet as many of the worker’s needs as possible.  
     Jac     Fitz-Enz  , president of Saratoga Institute (www.humancapitalsource.com), 
 believes that American bus  i  ness has done a good job of dealing with many organizational 
inefficiencies, such as poor productivity, spiraling benefits costs, and poor quality.  27   He 
believes that people need to have a stake in their work and that employees will respond 
when employers pay attention to their personal needs and their work situ  a  tions.   For 
 example, one senior partner at the global accounting firm Ernst & Young had trouble 
 retaining talented junior people who tired of working 70- and 80-hour workweeks. So, he 
and his team redesigned their work activities so that they worked fewer hours, had 
more weekends free, and could take real vacations. This six-month redesign effort resulted 
in better work quality and higher job satisfaction and retention.  28  

  Communicating HRM Policies to All Employees  
  Chuck Kelly, director of human resources of a small manufacturing firm, expressed this 
objective as fo  l  lows: “Commun  i  cating HRM programs does not just happen; a manager has 
to work at it constantly.”   HRM’s   responsibi  l  ity is “to communicate in the fullest possible 
sense both in tapping ideas, opinions, and feelings of cu  s  tomers,   noncustomers  , regulators, 
and other external publics, and in understanding the views of internal human resources.”  
   Closely related to communication within the organization is representation of the orga-
nization to those outside: trade unions and local, state, and federal government bodies that 
pass laws and issue regulations affecting HRM. The HRM department must also commu-
nicate effectively with other top-management people (e.g., marketing, production, and re-
search and development) to illustrate what it can offer these a  r  eas in the form of support, 
guidance, and techniques, and to increase its contribution to the overall strategic mission 
and goals of the organization.  

  Maintaining Ethical Policies and Socially Responsible Behavior  
  The human resource manager plays an important role in showing by example that each 
employee is i  m  portant and will be treated ethically. That is, any activity engaged in by the 
HRM area will be fair, trut  h  ful, and honorable; people will not be discriminated against, 

  HRMemo     Talent 
management—the 
process of recruiting, 
developing, and re-
taining top employee 
talent—has become 
a major priority for 
many organizations 
as they begin to add 
individuals to the 
payroll following the 
recent recession. A 
survey by Towers 
Watson identifi ed 
the following top 
priorities: (1) leader-
ship development 
programs, (2) career 
planning, (3) mentor-
ing, and (4) perform-
ance management.  

  Sources: Adapted from 
Phaedra   Brotherton  , 
“Improving Economy Books 
Talent Management Efforts” 
(January 2011), T 1 D, 
Vol. 65, Iss. 1,   pp. 16–18; 
 Amanda Silliker (June 6, 
2011),    “Talent Management: 
Just Another Buzzword?” 
   Canadian HR Reporter, 
Vol. 24, Iss. 11, p. 8.  
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and all of their basic rights will be protected. These ethical principles should apply to all 
activities in the HRM area.  
   Hewlett-Packard earned the number 1 spot for Best Corporate Citizen in 2010. This 
achievement was based on high scores in the following criteria: environment, human 
rights, climate change, employee relations, philanthropy, corporate, and financial gover-
nance. Michael Mendenhall, a senior vice president of HP, summed up the firm’s socially 
responsible approach in this way: “Global citizenship is integral to the success of   HP’s   
business.”  29  

  Managing Change  
  In the past decade, there have been rapid, turbulent, and often strained developments in the 
relationship between employers and employees. New trends and changes have occurred in 
telecommuting, outsourcing, HRM practices, family medical leave, child care, spousal re-
location assistance, pay for skills, benefit cost-sharing, union–management negotiations, 
testing, and many other HRM areas of interest. Nearly all of these trends and changes can 
be traced to the emergence of new lifestyles and an aging population.  30  
   What these changes mean to HR managers is that new, flexible approaches must be 
initiated and used effectively without jeopardizing the survival of the organization. HR 
managers must cope with trends and changes while still contributing to the organization.  

  Managing Increased Urgency and Faster Cycle Time  
  Today firms place a growing emphasis on speed and urgency. The ability to increase cus-
tomer service, the development of new products or services for the market, and the training 
and education of technicians, managers, and astute decision makers are thought of in terms 
of cycle time.  31   Frameworks for cycle time reduction focus on effective management not 
only of products and services, but also human resources. Faster cycle time to train, educate, 
and assign managers; solve sexual harassment complaints; recruit and select the most 
 talented people; and improve the firm’s image are becoming important milestones for 
o  r  ganizations.  
   Organizational learning provides a framework for increasing cycle time. Key areas 
within this fram  e  work are leadership behaviors, a culture that encourages and rewards 
learning, and an emphasis on lear  n  ing to work more efficiently, quickly, and confidently. 
Quicker and more flexible decision making and an increased sense of empowerment are 
also emphasized in firms using a learning framework.  
   Foreign and domestic competition, technological changes, and the emergence of new 
opportunities e  n  courage faster, more urgent management behaviors. A leisurely pace of 
conducting business is a thing of the past. The 40-hour workweek is outdated. At firms like 
Credit Suisse, PricewaterhouseCoopers, Microsoft, Intel, Novell, and Goldman Sachs, 
60–80 hour workweeks are both the norm and the expectation. FedEx has a policy that 
every customer or employee query is   answered the   day it is asked. At Chaparral Steel, 
 employees are encouraged to learn every job in their department. This learning approach 
 enhances flexibility and provides employees with opportunities to be challenged.  
   The pressures to increase learning and reduce cycle time while at the same time reduc-
ing costs and e  x  penses are today’s competitive realities. If firms are to remain competitive, 
HRM activities performed by specialists and operating managers are going to have to be in 
sync with the firm’s environment. This env  i  ronment demands speed, urgency, top quality, 
and high-value products and services.  32  
   These are the most significant and widely accepted HRM objectives. There are, of 
course, other obje  c  tives and different ways of stating them. But these can serve as guide-
lines for the HRM function in o  r  ganizations. Effective HR departments set specific, 
 measurable objectives to be accomplished within specified time limits.  
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  Who Performs   HRM   Activities  

  Delegation of HRM duties has changed over time. In most organizations two groups per-
form HRM a  c  tivities: HR manager–specialists and operating managers. Operating manag-
ers (supervisors, managers, department heads, vice presidents) are involved in HRM 
activities because they are responsible for effective utiliz  a  tion of   all   the resources at their 
disposal. The human resource is a very special kind of resource. If it is improperly man-
aged, effectiveness declines more quickly than with other resources. And in all but the 
most capital-intensive organizations, the investment in people has more effect on organiza-
tional effectiv  e  ness than resources such as money, materials, and equipment.  
   Therefore, operating managers spend considerable time managing people. Just as an 
operating manager is personally responsible if customer satisfaction ratings are dropping 
and a new marketing campaign is ineffective, he or she must see to the trai  n  ing, perfor-
mance, and satisfaction of employees. Research indicates that a large part of an operating 
ma  n  ager’s day is spent in unscheduled and scheduled meetings, telephone and face-to-face 
conversations, and solving pro  b  lems that have a direct impact on people. The manager, 
through constant contact with many different pe  o  ple, attempts to solve problems, reach 
decisions, and prevent future difficulties.  33  
   Smaller organizations usually do not have their own HR unit, so the operating managers 
assume many HRM respons  i  bilities, such as scheduling work, designing jobs, and recruit-
ing, selecting, compensating, and disciplining employees, and compensating people. As 
the organization increases in size, the operating manager’s work is divided up, and some 
of it becomes specialized. HRM is one such specialized function. Usually the manager 
of a unit first assigns an assistant to coordinate certain HRM matters. HR specialists are 
employed in organizations with about 100 to 150 employees, and an HR department is 
typically created when the number of employees reaches 200 to 500, depending on the 
n  a  ture of the organization.  

  Outsourcing  
  Outsourcing, or contracting with a vendor to perform on a recurring basis an HRM activity 
previously pe  r  formed by a firm, is growing in popularity. The world market for outsourced 
services (which includes HRM activities) was over $1,400 billion in 2009, with China and 
India being the most popular destination countries.  34   It has been estimated that approxi-
mately 87 percent of large North American firms outsource some HRM activities. The 
drivers of increased outsourcing include downsizing, rapid growth of business, globaliza-
tion, increased competition, and restructuring to achieve cost savings.  35  
   Some executives assume that outsourcing some HRM activities is a competitive advan-
tage. It is a  s  sumed that outsourcing can reduce costs, improve flexibility, and permit the 
hiring of specialized expe  r  tise. The choice to outsource some, all, or none of the HRM 
activities is being made with little empirical support.  36   However, outsourcing is likely to 
continue as decision makers search for ways to improve the financial and operating perfor-
mance of firms.  

  The Interaction of Operating and HR Managers  
  With two groups of people (operating managers and HR specialists) making HRM decisions 
there can be conflict.  37   Conflict occurs because operating and HR managers sometimes differ 
on who has authority for what decisions, or there may be other differences between operating 
and HR managers. They have diffe  r  ent orientations, called   line and staff,   which have differ-
ent objectives. A   staff   person typically supports the primary functions such as marketing and 
production by providing advice, counsel, and information. The picture of organizational life 
portrayed by a textbook assumes that the staff does not wield direct authority over the line 
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manager.   Line managers   have the authority to make final decisions concerning their oper  a-
  tions. However, the specific distinction between line managers and staff is not as clear-cut in 
actual o  r  ganizations. More often than not, members of the HR unit have much to say about 
various programs and activities. Consider recruitment and selection practices and the crucial 
role played by HR specialists. Line managers are generally not familiar with the legal re-
quirements concerning recruitment and selection. Therefore, they welcome the HR experts’ 
involvement and direct authority in making final decisions.  
   The conflict between HR employees and operating managers is most pressing when 
there must be joint decisions on such issues as discipline, physical working conditions, 
termination, transfer, promotion, and employment planning. Research indicates that oper-
ating managers and HR specialists differ on how much authority employees should have 
over job design, labor relations, organizational planning, and certain r  e  wards, such as 
 bonuses and promotions.  38  
   In the last decade, sweeping changes in business, globalization, technology, and demog-
raphy not only changed the role of HRM, but the role of operating managers as well. Line 
managers now have greater r  e  sponsibilities, managing more people and/or bigger projects. 
Steve   McElfresh  , CEO of a consulting firm, explains: “Before, line managers were masters 
of routine. Now they must be masters of change.” In add  i  tion, research shows that people 
don’t leave companies—they leave managers. Because operating mana  g  ers are expected to 
do so much, they realize that HRM can help them do a better job.  
   However, there is still tension and conflict between some HRM units and operating 
managers. Lilly Eng, a line manager at Allstate Insurance stated, “In many respects, HRM 
is viewed as a company p  o  liceman from whom many managers get tired of being told no.” 
Others also tell stories of HRM inflex  i  bility and overattention to detail.  
   Suggestions on how to improve the HRM and operating manager relationship abound. 
A few plead for HRM to analyze every HRM activity and show what it offers to the orga-
nization in terms of added value. HRM units are also encouraged to understand the 
 business so they can become strategic partners with line managers. HRM specialists are 
requested to seek out operating managers. They are also asked to help managers avoid 
problems. Being more flexible and open to the ideas of others is a recommendation that 
applies to both HRM and operating managers.  

  HRM’s   Place in Management  
  An increasing number of firms recognize that the HR department has a responsibility to be 
a proactive, integral component of management and the strategic planning process.  39   This 
new emphasis does not r  e  place the competence required in counseling, consulting, indus-
trial relations, or managerial control sy  s  tems. Instead, it is an orientation that states that an 
HR department must do more than simply sit and listen when strategic management plans 
are nurtured and developed. The department must determine a strategic direction for its 
own activities that will make it a proactive arm of the management team. To accomplish 
this new role, HRM must ascertain specific organizational needs for the use of its compe-
tence, evaluate the use and satisfaction among other departments, and educate management 
and employees about the availability and use of HRM services. The long-range goal of any 
HRM strategic plan must be to build on the firm’s strengths.  
   The theoretical work in business strategy has given a boost to the importance of HRM in 
creating a firm’s sustained competitive advantage.  40   Organizations can develop a competi-
tive advantage over other firms only by creating value in a way that is rare and difficult for 
competitors to imitate. Unlike capital i  n  vestments, patents, or technology, a properly func-
tioning HRM system is an invisible asset that creates value when it is so embedded in the 
firm’s operational systems that it enhances the organization’s cap  a  bilities.  41   The compensa-
tion system, training opportunities, diversity management programs, and other programs 
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planned, implemented, and evaluated by HRM must become so important and so effective 
that any unit within the firm knows they are needed for the firm to be successful.   For ex-
ample, Google uses information about employee performance to identify problems before 
they escalate. Laszlo Bock, the vice president of People Operations, reaches out to those 
performers who end up in the bottom 5 percent to see whether they need additional training, 
job coaching or other assistance. Google hires talented individuals and wants to help them 
succeed.  42   This is what is meant by   HRM’s   competitive advantage.  
   As HRM executives play an increasingly dominant role at the organization’s strategic 
planning table, they must continually educate the members of other departments or units 
about the human resource impl  i  cations of various decisions.  43   Thus, the HR executive must 
be familiar with other aspects of the organiz  a  tion—investments, advertising, marketing, 
production control, computer utilization, and research and d  e  velopment. It is crucial to 
know the business.  

  HR Department Operations  

  Both the makeup and the procedure of HR departments have changed over time. HR units 
vary by size and sector, but most organizations keep them small. One study found that in 
the largest headquarters unit there were 150 people.  44  
   The number of HR specialists in relation to the number of operating employees, or the 
  personnel ratio,   varies in different industries. According to one study, the national aver-
age is 1 HR specialist per 100 e  m  ployees. Some industries—construction, agriculture, 
retail and wholesale trade, and services—have fewer personnel specialists than the 
 average. Others—public utilities, durable goods manufacturing, banking, i  n  surance, and 
 government—have an above-average ratio.  

  HRM Strategy  
  A firm’s   HRM strategy   is the pattern or plan that integrates the major objectives, policies, 
and proc  e  dures into a cohesive whole. A well-formulated HRM strategy will help aggre-
gate and allocate a firm’s resources into a unique entity on the basis of its internal strengths 
and weaknesses, changes in the env  i  ronment, and the anticipated actions of competitors.  
   Samsung is South Korea’s largest   chaebol   (industrial group) with annual sales of over 
$172.5 billion in 2009. The firm consists of 14 companies ranging from manufacturing 
companies to service firms. The company is the world’s number 1 maker of computer 
memory chips. It employs over 276,000 people.  
   Samsung believes that people are the future of the company. Samsung employees recog-
nize their duties as members of a global society to exert their full potential and contribute 
to the betterment of society.  
   Samsung’s success depends upon its employees. Customer satisfaction and sustainable 
corporate growth can only be assured when employees are supported and fulfilled. Com-
pany policy has long di  c  tated that employees be guaranteed respect, fair treatment, rewards 
for competence, and opportunities for personal growth in a supportive environment. 
The firm strongly believes that training and development of its employees help the firm 
accomplish its strategy   accomplishment   indicators—customer satisfaction and sustainable 
corporate growth.  45  

  Clarifying Meaningful HRM Objectives  
  The   objectives   of an organization or department are the goals it seeks to achieve—its reason 
for existence. Eight objectives of the HRM function have already been pointed out, but most 
of these objectives were stated in very general terms.  
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   To help the organization achieve these objectives, more specific statements are devel-
oped in larger, most midsized, and some smaller organizations. For example, suppose that 
one of a number of   HRM objectives   is to increase employees’ satisfaction with opportu-
nities for advancement.  
   How can this objective be achieved? First, management must measure employees’ 
satisfaction with a  d  vancement opportunities. Management could design an attitude 
survey to ask employees how satisfied they are with facets of their jobs. The key issue 
is to determine the degree of job satisfaction associated with advancement opportuni-
ties. Next, the organization could use the survey information to develop plans to cor-
rect any deficiencies in satisfaction with advancement opportunities. These plans are 
called   policies and procedures   and   rules  . Exhibit 1–2, which illustrates the relation-
ship between objectives, policies, and rules, indicates that objectives are the most gen-
eral factor. For example, maintaining a high level of job satisfaction for employees 
is  an objective. An organization makes an objective more specific by develo  p  ing 
policies.  

  HRM Policy  
  An   HRM policy   is a general guide that expresses limits within which action should occur. 
Policies are developed from past problem areas or for potential problem areas that manage-
ment considers important enough to warrant policy development. Policies free managers 
from having to make decisions in areas in which they have less competence or on matters 
with which they do not wish to become involved. Policies ensure some consistency 
in  behavior and allow managers to concentrate on decisions in which they have the most 
experience and knowledge.  
   After the broadest policies are developed, some organizations develop procedures and 
rules. These are more specific plans that limit the choices of managers and employees, 

  EXHIBIT 1–2 
 Relationship between 
Strategy, Objectives, 
Policies, and 
Procedures and Rules  

More specific

More specific

More specific

Strategy
The plan that integrates major 
objectives

Objectives
Goals that are specific and 
measurable

Policies
Guides to decision making

Procedures/Rules
Specific directions for decision 
making
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as Exhibit 1–2 shows. Procedures and rules are developed for the same reasons 
as policies.  

  HRM Procedures  
  An   HRM procedure   or rule is a specific direction to action. It tells a manager how to do 
a particular a  c  tivity. In large organizations, procedures are collected and put into manuals, 
usually called   standard ope  r  ating procedures   (SOPs).  
   Organizations must be careful to have consistent decision making that flows from a 
well-developed, but not excessive, set of policies and procedures. Some organizations, 
in effect, eliminate managerial in  i  tiative by trying to develop policies and procedures for 
everything. Procedures should be developed only for the most vital areas.  

  Organization of an HR Department  
  In most private organizations, the chief HR executive reports to the top manager—in larger 
firms, perhaps to an executive vice president. Exhibit 1–3 shows the way HRM is organized 
in a large insurance bus  i  ness. The vice president of human resources has responsibility and 
authority for all HRM activities within the firm.  
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Human Resource

Relations
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Human Resource
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Management
Development

Compensation
Systems

Human
Resource
Planning

Education
and

Training

Employee
Relations
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Employee Relations
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Human Resources

• Labor
  Relations*

• Employee
  Relations
  Services

• Employee
  Communications

• Minority
  Relations

• Corporate
  Employment
  Policy

• Direct
  Compensation
  Systems

• Human
  Resource
  Data Systems

• Retirement
  Benefits

• Group
  Insurance

• Credit Union

• Home Office
  Human
  Resource
  Development

• Home Office
  Employment

• Home Office
  Human
  Resource
  Services

• Home Office
  Human
  Resource
  Relations

  EXHIBIT 1–3   Organization of HRM in a Large Insurance Company  

  *Manager of function is also assigned general human resource consultant responsibilities.  
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  HR Challenge   (continued from page 4)

  Don   Brokop   is ready to make an important career decision. He now understands the role 
that human r  e  source management plays at Melody. He can see that HRM is important not 
only to his firm, but also to s  o  ciety. The people business is the job of all managers in an 
organization. Don has decided to accept the a  s  sistant director position and to become 
 involved on a full-time basis with HRM activities.  
   The activities that Don will learn about firsthand are what this book is about. As you 
learn more about HRM, think about Don   Brokop   and how he stepped from the operating 
level of management into the HR role in the Melody plant. His on-the-job training will be 
invaluable in his personal growth and development. However, Don will also have to supple-
ment this firsthand experience with reading and self-learning. Your job now is to dig into 
the type of reading and self-learning that Don will use to make himself a more su  c  cessful 
HRM practitioner.  
   There are, of course, other decisions that could be made in this situation. What would 
you have decided if you were Don?  

Part 1
Introduction to Human 
Resource Management 
and the Environment

Part 2
Acquiring Human

Resources

Part 3
Rewarding Human

Resources

Part 4
Developing Human

Resources

Part 5
Labor–Management

Relations and Promoting
Safety and Health

Chapter 1:

Chapter 2:

Chapter 3:

Chapter 4:

Human Resource
Management
A Strategic Approach to 
Human Resource 
Management
Legal Environment of 
Human Resource 
Management: Equal 
Employment Opportunity 
Global Human Resource 
Management

Chapter 5:

Chapter 6:
Chapter 7:
Chapter 8:

Human Resource
Planning
Job Analysis and Design
Recruitment
Selecting Effective
Employees 

Chapter 9:

Chapter 10:

Chapter 11:

Chapter 12:

Performance Evaluation 
and Management
Compensation: An
Overview
Compensation: Methods
and Policies
Employee Benefits and 
Services

Chapter 13:
Chapter 14:

Training and Development
Career Planning and 
Development

Chapter 15:

Chapter 16:

Chapter 17:

Labor Relations and
Collective Bargaining
Managing Employee
Discipline
Promoting Safety and 
Health

  EXHIBIT 1–4   Organization of Human Resource Management  

   In medium-sized organizations (500 to 5,000 employees) and smaller organizations 
 (under 500 e  m  ployees), HRM and other functions, such as public relations, may be part of 
a single department.  
   Thirty percent of all HR managers work for local, state, and federal governments. The 
legislature and the governor set policy for departments, subject to review by the courts, and 
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then appoint an HR commi  s  sion that is headed by an HR officer. This central HR unit is a 
policy-making body that serves a policy, advisory, and regulatory purpose similar to that of 
the home office HR unit of a business. At the federal level, this personnel commission is 
called the U.S. Office of Personnel Management.  
   In nonprofit organizations, such as hospitals and universities, HRM typically is a unit 
in the business office. More will be said in Chapter 2 about differences in HRM work in 
these three settings. HR specia  l  ists are usually located at the headquarters of an organi-
zation, but larger organizations may divide the HRM function. Usually the largest group 
is at headquarters, but HR advisers may be stationed at unit and divisional levels. In 
this case, the headquarters unit consists of specialists or experts on certain topics and 
advisers to top management, while the unit-level HR people are generalists who advise 
operating mana  g  ers.  
   Regardless of how different types of organizations structure their HR units, HR profes-
sionals will be tasked with performing many of the activities illustrated in Exhibit 1–4. As 
a result, this textbook is organized around these primary HRM functions: introduction to 
HRM; acquiring, rewarding, and developing human resources; and managing labor rela-
tions, employee discipline, and safety and health initiatives.  

  Summary     This chapter concludes with a list of statements summarizing the most important con-
cepts covered. You can use this list to review your understanding of the HRM process, 
HRM activities, and what operating managers will need to effectively implement the HR 
manager’s job.  
   In your introduction to this field, HRM has been defined as the function or unit in orga-
nizations that f  a  cilitates the most effective use of human resources to achieve the objectives 
of both the organization and the employees. This introduction has described some of the 
characteristics of HR managers and a number of approaches to the organization and opera-
tion of HR units. It has concluded with a brief description of how the material in this book 
is organized and the devices used to present it. A special appendix to this chapter describes 
typical careers in HRM, suggests ways HR specialists can achieve greater professiona  l  ism, 
and briefly describes accreditation procedures.  

  To summarize the major points covered in this chapter:  

  1.   HRM is action-oriented, individual-oriented, globally oriented, and future-oriented. It 
focuses on sati  s  fying the needs of individuals at work.  

  2.   HRM is a necessary function. Effectively performed, it can make the crucial difference 
between su  c  cessful and unsuccessful organizations.  

  3.   One of the challenges faced in HRM is that many decisions require input from both 
operating managers and HR specialists.  

  4.   This dual purpose can lead to conflict, or it can result in more effective HRM decisions.  

   HRM is one of the most challenging and exciting functions in an organization. This 
book has been written to help you face these challenges more effectively since many of 
you will become managers who must use and apply HRM activities, tools, and policies. 
Every manager is involved, in some way, with HRM.  

  Key Terms    HRM objectives,   p. 18  
  HRM policy,   p. 18  

  HRM procedures,   p. 19  
  HRM strategy,   p. 17  

  Human resource 
management (HRM),   p. 4  
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   1.   Why is the HR department playing a more significant role in organizational strategic 
planning pro  c  esses today than it did 20 years ago?  

   2.   Why is it correct to conclude that all managers should be involved in developing and 
implementing HRM activities and programs?  

   3.   How has increased globalization influenced the way HRM is practiced in the United 
States?  

   4.   Why has the HRM function increased in stature and influence in many organizations?  

   5.   In your opinion, which of the HRM functions appears to be the most challenging to 
implement? Why?  

   6.   What difficulties would an HRM executive face in assessing and then communicating 
the contrib  u  tion of his or her area to the company profit margin?  

   7.   The text proposes that Peter   Drucker   is incorrect when he states that work in HRM is 
nothing more than the work of a file clerk. What has happened in the world of work to 
make his statement false?  

   8.   Why is it necessary for the HRM area to clearly communicate to employees human 
resource policies?  

   9.   Why should even very small firms (with 10 to 100 employees) be concerned about HRM?  

   10.   What do you think about Don   Brokop’s   decision to accept the position of assistant 
director in HR?  

  Questions for 
Review and 
Discussion  

  Application Case 1–1  

  The Human Resource Manager and Managing 
Multiple Responsibilities  
  At 7:30   a.m  . on Monday, Sam Lennox, human resource manager of the Lakeview plant of 
Supreme Te  x  tile Corporation, pulled out of his suburban home and headed for work. It was 
a beautiful day; the sun was shining in a bright-blue sky, and a cool breeze was blowing. 
The plant was about nine miles away and the 15-minute ride gave Sam an opportunity to 
think about business problems without interruption.  
   Supreme Textile Corporation owned and operated five plants: one yarn-spinning opera-
tions, two kni  t  ting plants, and two apparel-making operations. Supreme enjoyed a national 
reputation for high-quality products, specializing in men’s sports shirts. Corporate head-
quarters was located in Twin-Cities adjacent to two of the plant operations. The Hillsville, 
Eastern, and Lakeview plants were 100 to 200 miles apart. Each employed 70 to 100 peo-
ple. About 250 employees were located at headquarters in Twin-Cities.  
   Sam had started with   Supreme’s   Eastern plant after college. He progressed rapidly 
through several staff positions. He then served two years as a night foreman. He became 
known for his ability to organize a “smooth team,” never having a grievance procedure 
brought against him. While his productivity figures were not outstanding, he was given 
credit by many people in the company for being the person who pr  e  vented the union from 
successfully organizing the Eastern plant. As a result, he was promoted to assistant person-
nel manager.  
   Sam’s progress was noted by Glenna Johnson, corporate vice president of personnel. 
Glenna transferred Sam to the Lakeview plant, which was having some personnel prob-
lems, as a special staff assistant. Six months later he was made personnel manager when 
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the incumbent suddenly resigned. Sam had been able to work out most of the problems and 
was beginning to think about how to put together a first-rate pe  r  sonnel program.  
   Sam was in fine spirits as his car picked up speed, and the hum of the tires on the newly 
paved highway faded into the background. He said to himself, “This is the day I’m really 
going to get things done.”  
   He began to run through the day’s work, first one project, then another, trying to estab-
lish priorities. After a few minutes, he decided that the management by objectives (MBO) 
program was probably the most important. He frowned for a moment as he recalled that on 
Friday, Glenna Johnson had asked him if he had given the project any further thought. He 
had been meaning to get to work on this idea for over three months, but something else 
always seemed to crop up. “I haven’t had much time to sit down and really work it out,” he 
said to himself. “I’d better hit this one today for sure.” With that, he began to break down 
the objectives, procedures, and implementation steps. “It’s about time,” he told himself. 
“This idea should have been followed up long ago.” Sam remembered that he and Johnson 
had discussed it over a year ago when they had both attended a seminar on   MBOs  . They 
had agreed it was a good idea, and when Sam moved to the Lakeview plant they decided to 
try to implement it there. They both realized it would be met with resistance by some of the 
plant managers.  
   A blast from a passing horn startled him, but his thoughts quickly returned to other 
projects he was d  e  termined to get under way. He started to think about ideas he had for 
supervisory training programs. He also needed to simplify the employee record system. 
Not only was the present system awkward, but key information was often lacking. There 
were also a number of nagging carryover employee grievance pro  b  lems. Some of this in-
volved weak supervisors, poor working conditions, and poor communications and morale. 
There were a few other projects he couldn’t recall offhand, but he could tend to them after 
lunch, if not before. “Yes, sir,” he said to himself, “this is a day to really get rolling.”  
   Sam’s thoughts were interrupted as he pulled into the parking lot. He knew something 
was wrong as Al   Noren  , the stockroom foreman, met him by the loading dock. “A great 
morning, Al.” Sam greeted him cheerfully.  
   “Not so good, Sam, my new man isn’t in this morning,” Al growled.  
   “Have you heard from him?” asked Sam.  
   “No, I haven’t,” replied Al.  
   Sam frowned. “Better call him,” he said.  
   Al hesitated for a moment before replying, “Okay, Sam, but can you find me a replace-
ment? I have two cars to unload today.”  
   As Sam turned to leave, he called, “I’ll call you in half an hour, Al,” and headed for his 
office.  
   When he walked into the Human Resources office, there were several plant employees 
huddled around his administrative assistant, Terry. They were complaining that there was 
an error in their paychecks. After checking their files and calling payroll twice, he found 
that an automatic pay increase had not been picked up properly. He f  i  nally got everyone 
settled down.  
   He sat down at his desk, which was opposite Terry and two HR assistants. One of the 
assistants brought him a big pile of mail. He asked her to get him some office supplies and 
started to open the mail. The phone rang, it was the plant manager, asking him about find-
ing a new administrative assistant. As Sam sat listening to all the problems the manager 
had with   admins  , he thought, “Really?” He started to call a couple of for  e  men to see if they 
had someone to help Al in the stockroom when he was interrupted by one of his assistants 
asking him to check over several termination reports. He was trying to decide whether any 
of these represented trouble spots when the phone rang again. Glenna Johnson was on the 
other end. With an obvious edge to her voice, she asked, “I’ve heard rumblings about some 
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of the grievances we can’t seem to solve. What about it?” Sam responded that he hadn’t 
had time, but would get to it. There followed a series of questions. The conversation ended 
with, “Sam, you really need to get on top of these problems.” Sam sighed. Terry was at his 
desk asking him to approve a couple of rate changes.  
   Several job applicants came into the office as a result of want ads the company had 
posted on a local job website over the wee  k  end. There was a buzz as the applications and 
interviews progressed. Sam started to help out, and was talking with one applicant when 
Cecil Hardy came in. Cecil was the plant engineer, who liked to stop by to chat and have a 
cup of coffee. He was approaching retirement and today wanted to talk about the co  m  pa-
ny’s pension benefits. He also described in detail a round of golf he had played Sunday 
afternoon. Sam had played golf when he was in school and enjoyed an occasional game 
with Cecil.  
   It was suddenly 10:45 and time to go to a staff meeting to discuss quality control. Sam 
wasn’t awfully interested, but the plant manager wanted all the department heads at staff 
meetings. “They always drag on so long, and we get off on things that don’t seem real 
 important to all of us,” Sam reflected as he headed toward the conference room.  
   Sam went to lunch with a friend who owned a plastics fabrication business. He called an 
hour ahead to say he wanted to discuss a major medical package that had been proposed by 
an insurance company. They drove across town to a new restaurant.  
   When Sam returned at about 2   p.m.  , the office was busy again with job applicants. He 
suddenly r  e  membered the replacement stock person. “Too late now,” he mused. He sat 
down and began to assemble the files relating to the grievances. The production superinten-
dent called to discuss his need to hire several production people. He wanted experienced 
people and wasn’t happy with some of the prospects Sam’s department had sent him. Sam 
took a break to get a soft drink from the storage room. He noticed that some of the confi-
dential employee files had been pulled out and not returned. As he straightened them out he 
thought, “I wonder who did this?”  
   Sam returned to his desk to find a Boy Scout troop selling advertisements in a program 
for a rally they were putting on. This was one of the odd tasks Sam had been assigned by 
the plant manager. As the afte  r  noon wore on, Sam became increasingly irritated at not 
 being able to make much progress with the grie  v  ances. “Trouble is,” he thought, “I’m not 
sure what should be done about the Sally Foster and Curt Davis cases.”  
   At 4:45 the personnel manager at the Eastern plant called to ask about some employee 
matters Sam had handled when he was there. When he finished, it was 5:30 and he was the 
only one left in the office. Sam was tired. He put on his coat and headed toward the parking 
lot. He ran into Al   Noren  , who was also heading for his car. “Thanks for the stock person,” 
Al grumbled as he drove off.  
   With both eyes on the traffic, Sam reviewed the day he had just completed. “Busy?” he 
asked himself. “Too much so—but did I accomplish anything?” His mind raced over the 
day’s activities.   Yes   and   no   seemed to be the answer. “There was the usual routine, the 
same as any other day. The human resource function kept going, and we must have hired 
several new people. Any creative or special project work done?” Sam grimaced as he reluc-
tantly answered, “No.”  
   With a feeling of guilt, he probed further. “Am I a manager? I’m paid like one, I’m 
respected like one, and I have a responsible assignment with the necessary authority to 
carry it out. Yet some of the greatest values a company derives from a manager are cre-
ative thinking and accomplishments. You need some time for thinking. Today was like 
most other days; I did little, if any, creative work. The projects that I so enthusiastically 
planned to work on this morning are exactly as they were last week. What’s more, I have 
no guarantee that tomorrow will bring me any closer to their completion. There must be 
an answer.”  
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   Sam continued, “Night work? Yes, occasionally. This is understood. But I’ve been doing 
too much of this lately. I owe my wife and family some of my time. When you come down 
to it, they are the people for whom I’m really working. If I am forced to spend much more 
time away from them, I’m not meeting my own personal objectives. What about church 
work? Should I eliminate that? I spend a lot of time on it, but I feel I owe my higher power 
some time, too. Besides, I believe I’m making a worthwhile contribution. But where does 
recreation and going to the gym fit in?”  
   Sam groped for the solution. By this time, he had turned off the highway onto the side 
street leading from his home, the problem still uppermost in his mind. “I guess I really 
don’t know the answer,” he told himself as he pulled into his driveway. “This morning, 
everything seemed so simple, but now.” His son ran toward the car, calling out, “Mommy, 
Daddy’s home.”  

  Discussion Questions  

  1.   Human resource management consists of numerous activities. What areas were illus-
trated by Sam’s schedule on this particular day?  

  2.   List the areas of ineffective management and time-robbers that are affecting Sam.  

  3.   Discuss Sam’s career progress. Is he now   promotable  ?  

  Appendix 1A  

  Most HR managers have college degrees and have 
taken courses across a number of disciplines. College 
training includes courses such as HRM, compensation 
administration, HRM problems, labor law and legisla-
tion, and collective bargaining. Those who want to be-
come more specialized can join associations—such as 
  the Academy of Human Resource Development (www.
ahrd.org), the American Society for Training and Devel-
opment (www.astd.org), and the Society for Human 
Resource Management  —attend meetings, read profes-
sional journals, or seek accreditation.   The ASTD is 
made up of over 70,000 members from more than 100 
countries who are concerned with training and devel-
opment of human resources, and how learning supports 
individual and organizational performance. SHRM is 
the world’s largest HRM association with over 250,000 
members in 140 countries. Founded in 1948, SHRM 
has over 575 chapters within the United States and offices 
in both China and India.  
   HR employees generally are paid comparably to 
other business school graduates at the supervisory and 
middle-management levels. At top-management levels, 
they sometimes are paid slightly less than operating vice 
presidents. Current average salaries of HR specialists 
and executives are presented in Exhibit 1A–1. The 

  Careers in HRM  
 career ladder opportunities in various HR positions are 
also shown. For example, an entry-level HRM position 
would result in an average salary of $40,000. Working 
up the career ladder in this area could result in a posi-
tion as the top organizational development and training 
manager earning $105,000.  
   An HR professional can enter the field through dif-
ferent types of positions. One way is to become an HR 
manager for a small unit of a large organization. Re-
member Don   Brokop   at the beginning and end of this 
chapter? This is what he would be doing if he accepted 
the Melody Machine Products plant position.  

  Certification  

  One move to increase the professionalism of HR exec-
utives is the Society of Human Resource Certification 
Pr  o  gram. SHRM has set up a Certification Institute to 
offer HR executives and practicing HR managers the 
opportunity to be   certified in any of the following three 
areas:

• Professional in Human Resources (PHR)

• Senior Professional in Human Resources (SPHR)

• Global Professional in Human Resources (GPHR)  
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  EXHIBIT 1A–1   Sample Salaries in Human Resource Management  

  Source: Bureau of National Affairs, Inc., Washington, DC, for 1996, 1999, 2001, 2004, and 2007. Inflation adjustment   5   3 percent per year.  

Top Corporate
Labor/Industrial

Relations Executive
$110,000

Organizational 
Training and 
Development 

Executive
$105,000

Top Division,
Subdivision, or

Regional Human
Resources Executive

$90,000

Top Corporate
Security Manager

$106,000

Top Corporate
Safety Manager

$77,000

Top Corporate
Employee Relations

Executive
$80,000

Top Corporate
HRM Executive

w/o Labor Relations
$103,500

Top Human
Resource Management

Executive
$135,000

Vice President
Administration

$175,000

Labor Relations
Supervisor

$79,000

Labor Relations
Generalist
$56,000

Security 
Specialist
$35,000

Safety 
Specialist
$50,000

Equal Employment
Opportunity

Manager
$66,000

Equal Employment
Opportunity
Specialist
$45,000

Human Resource
Information Systems

Manager
$55,000

EAP Manager
$59,300

EAP Counselor
$59,500

Employee
Communications

Director
$67,200

Generalist
$48,500

Entry-Level
Generalist
$35,500

 Certification r  e  quires passing a series of examina-
tions developed by the Psychological Corporation of 
New York. Tests are given by SHRM in these HRM 
 activity areas  : management practices, selection and 
placement, training and development, compensation 
and benefits, employee and labor relations, and global 
HR practices, policies, and regulations.  46  

   The American Society for Training and Development 
(www.astd.org) is made up of over 70,000 members 
who are concerned with the training and development 
of human resources. The ASTD professional develop-
ment committee is working to identify the competencies 
needed to master training and development activities.  
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  Learning Objectives  

  After studying this chapter you should be able to:  

  1.     Analyze   how an ARDM model can be used to organize, examine, and 
solve “people problems.”  

  2.     Understand   the differences between external and internal environmen-
tal forces that affect HRM problems.  

  3.     Examine   the role that HRM can play in accomplishing an organization’s 
strategic plan.  

  4.     Give   examples of how HRM activities contribute to a firm’s 
productivity.  

   Chapter

2    A Strategic Approach 
to Human R  e  source 
Management  
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  HR Challenge  

  Martha Wilson is the newly appointed manager of the National Pancake House in Fort 
Lauderdale, Florida, which is known for its beach area. Officially, the restaurant is known as 
Unit 827; National is a large chain. Martha believes that if she does a good job managing 
827 she has an excellent chance to be promoted at National. She is also thinking about 
opening her own restaurant someday.  
   Martha entered National’s management training program after completing college at a 
small liberal arts school. The focus of the training program was technical. Martha learned all 
about the equipment of a typical National restaurant. She also learned about National’s 
finance and accounting system, theft control, and advertising. She was taught a great deal 
about National’s goals for the firm and for Unit 827. The topics i  n  cluded sales goals, finan-
cial return, cleanliness, customer service, and so on.  
   She has been at 827 three weeks now and is adjusting pretty well. She is not reaching all 
the goals N  a  tional set for her yet, but she feels she will do so in time. She often wishes 
the training program had taught her more about the people part of the success equation. 
Her college courses were not much help to her on this either.  
   This problem was on her mind as she sat in her office one morning staring at her paper-
work over a cup of coffee. She was thinking of the two cooks on duty, Lenny and Harry. 
Lenny   Melvina   is about 24. He’s been with National as a cook for almost six years. He fin-
ished high school locally. It’s the only job he’s ever had. He arrives on time, works hard, and 
leaves on time. He’s never absent except for perhaps one day a year for illness.  
   Everyone likes Lenny: the other help, his managers, the customers. It’s easy to see why. 
He does his job well and in a friendly manner. For example, today Martha watched Lenny 
deal with a customer. N  a  tional has a policy that second helpings are free. A girl, about 13, 
came up to Lenny and asked for se  c  onds. He asked her in a friendly manner how many 
more pancakes she wanted. She said, “Oh, I don’t know, one or two.”  
   Instead of having her wait at the serving line, he suggested that she be seated and said 
he’d bring her the pancakes. He delivered a plate with three pancakes on it that looked 
like this:  

   The young customer and her family were very impressed with his effort to please her 
and give them a little joke too. They told Martha they’d come back again.  
   The other cook is Harry   Bennis  . Harry is about 19. He didn’t finish high school. He’s 
worked at National for two years. Harry is tolerated rather than liked. Most of his co-workers 
tend to ignore him. He rarely says anything beyond the minimum to co-workers, bosses, 
and customers. He is often late or absent. In about 1 case in 10, his food is sent back. He’s 
not surly, but not too pleasant either. He’s not bad enough to fire, but not good enough to 
be pleased with.  
   Martha wonders why there are these differences between Lenny and Harry, and what, if 
anything, she can do about it. It affects her now because she must hire a cook. Business at 
827 has been growing faster than usual, even for this busy season. The staff needs to be 
expanded to include at least one new cook. Martha wonders how she can be sure to choose 
a person like Lenny, and not another Harry.  

(continued on next page)
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  HR Challenge   (continued)

   It’s also raise time. She doesn’t have enough money to give everyone a raise. To hire a 
new cook, she may have to pay close to what she pays Lenny, because few cooks are out of 
work at present. Yet co  m  pany policy says she must pay senior people like Lenny more. And 
if things weren’t already complicated enough, the pay must be above the government 
minimum wage.  
   Many of the employees at 827 told Martha they wanted more pay because the job 
wasn’t pleasant: The stove was hot, the hours were long, and they had to deal with de-
manding customers. What should she do? To help her make an intelligent, effective decision, 
she went to visit a friend, Amy Adams, who had majored in human resource manag  e  ment. 
Amy spent an afternoon with Martha explaining how to deal with the four personnel 
problems Martha faced (employee satisfaction, performance, selection, and pay) by under-
standing how three sets of factors affect HRM and organizational effectiveness:  

•   People.  
•     The internal and external environment of the organization.  
•     The organization, task, work group, and leadership.  

   Think about how Martha must diagnose the present situation and get the most from her 
people at the restaurant.  

  As mentioned in Chapter 1, the role of HRM in organizations has been changing significantly 
in the past decade. Organizations that continue to utilize HRM as a necessary record-keeping 
and largely administrative function are forgoing the contributions human resource manage-
ment can make to a firm’s performance and end results. Taking a strategic HRM approach 
requires a greater focus on strategic thinking and pro  c  esses. It means thinking of HRM as a 
business partner and integrating with the company’s strategy, mission, and goals.  
   Strategic HRM is defined as the development and implementation of human resource 
processes to facilitate the achievement of the organization’s strategic objectives. An orga-
nization’s strategy is linked to human resource processes by developing organizational 
objectives that affect how people should be managed effectively.  
   There is no single idea or best way to manage people. There are some good,   generaliz-
able   practices, but there is no perfect system. Management must have an understanding 
that HRM can make significant contributions to end results if it is a part of the strategic 
planning from the outset. Strategic HRM requires the proper alignment of human resources 
with the firm’s overall strategy. If an organization’s human resource processes are not in 
sync with its vision, mission, and goals there will typically be significant problems.  
   In general, strategic management is a process by which an organization works to deter-
mine what needs to be done to accomplish priority objectives and how they will be achieved. 
Senior leaders generally e  x  amine the full resources of an organization and its environment 
to determine an optimal fit to achieve d  e  sired end results. In many cases a three-to-five-year 
time line is used, with annual monitoring and modif  i  cation of the strategic plan. In a straight-
forward explanation, strategy means determining how an organ  i  zation intends to achieve its 
goals. The strategic choices made need to include consideration and inclusion of the appro-
priate HR processes. In best cases, the HR strategy will result in a better fit between the 
o  r  ganization’s strategy and individual HRM policies and programs (e.g., recruitment, selection, 
outsourcing, telecommuting, performance management, and compensation).  
   Martha Wilson in the opening HR Challenge is not engaged in making an organization 
strategy choice. She is, however, engaged in making an appropriate HRM choice. She is in-
volved in making the most optimal choice to help National Pancake House achieve its strate-
gic goals or end results. She is pe  r  forming the hard work of operational decision  making 
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faced by most managers. Her choices should be in alignment with the National Pancake 
House strategic plan. By using a model or framework to aid her in making d  e  cisions Martha 
can be more confident and prepared to diagnose, choose, or prescribe a solution, impl  e  ment 
the choice, and then evaluate how good the choice was in terms of solving the problem.  

  A Model to Organize HRM    

  When you’re experiencing pain and must see a physician, you are typically asked a number 
of questions. Where do you hurt? When did the pain start? What does the pain feel like—is 
it sharp or dull? The doctor examines you and may also run a number of tests. The doctor 
is diagnosing the problem by examination and observation. After making a diagnosis, the 
physician will prescribe medicine or a course of action. In most cases the patient will im-
plement the prescription, and the doctor will evaluate how the prescription is working.  
   The problem faced by Martha at National Pancake House could also be examined through 
a careful d  i  agnosis. The ARDM (A   5   acquiring, R   5   rewarding, D   5   developing, and M   5   
maintaining and protecting) human resource management     model might help her. The ARDM 
model with a strategic (overall, broad) focus can help operating managers focus on a set of 
relevant factors; it offers a map that aids a person in seeing the whole picture or parts of the 
picture. The three factors that Martha was concerned about (pe  o  ple, the internal and external 
environment, and the organization itself) would be included as parts of an HRM approach.  
   Exhibit 2–1 presents the ARDM model that will serve as a reference point in each 
chapter. The model emphasizes some of the major external and internal environmental 
influences that directly or indirectly a  f  fect the match between HRM activities and people.  

Diagnose 

Prescribe 

Implement 

Evaluate

Diagnose 

Prescribe 

Implement 

Evaluate

Human Resource Processes

Concerned about people
and results

Concerned about people
and results

Concerned about people
and results

Concerned about people
and results

Socially responsible and
ethical practices

Competitive, high-
quality product(s)

Competitive, high-
quality service(s)

Desirable End Results

External Environmental
Influences

Government requirements,
regulations, and laws
The union
Economic conditions/domestic
and international
Competitiveness
Composition of the labor force
Location of the oganization

Internal Environmental
Influences

Strategy 
Goals 
Organizational culture
Nature of the task
Work group
Leader’s style and
experience

Acquiring Human
Resources

Rewarding Human
Resources

Developing Human
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•

•
•

•
•
•

•

•
•
•

•

•

EXHIBIT 2–1 The ARDM Model for Human Resource Management
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   Diagnosis, prescription, implementation, and evaluation are important in achieving the 
nine HRM o  b  jectives presented in Chapter 1. Again, it should be pointed out that a signifi-
cant reason for the eventual success of any HRM activity is that the organization’s employ-
ees are the best qualified and are performing jobs that suit their needs, skills, and abilities. 
Matching people and activities to accomplish desirable goals is easier with a diagnostic 
approach. Of course, the ARDM model shown in Exhibit 2–1 can’t include every important 
environmental influence, HRM activity, or criterion for effectiveness. Instead, it provides 
an orderly and manageable picture of what HRM activities intend to accomplish.  

  ARDM: A Diagnostic Approach to HRM  

  The ARDM model includes four specific steps to be taken by managers: (1) diagnosis, 
(2) prescription, (3) implementation, and (4) evaluation.  1   Managers typically diagnose a 
work situation by observing and ide  n  tifying the key factors. For example, why is Harry 
always late for work? Using a diagnostic approach to answer the question will show how 
the four steps are applied. Over a period of time, Harry has acquired a reputation for being 
late. Being late would, of course, be observed; the crucial question is why? There may be 
a personal reason, a job-related reason, or some other kind of explanation. Various manage-
ment and HR theories may help the manager diagnose Harry’s tardiness, as may many 
observational techniques such as interviews, surveys, or group meetings. Once a diagnosis 
is completed, a prescription is made to translate the diagnosis into action.  
   Suppose that the diagnosis indicated that Harry is dissatisfied with his job. Therefore, a 
solution might be to find Harry a more suitable job. If, however, it was determined that Harry 
had a substance abuse problem, then a different resolution would be needed to correct the 
behavior. Most human resource pro  b  lems have no single correct prescription, because of the 
complexity of behaviors, emotions, and attitudes. Solutions to a problem may range from 
changing the design of a job to altering the performance evalu  a  tion system to providing train-
ing to changing the compensation system for the job. Familiarity with a full range of ways to 
address a problem is a valuable contribution that HRM experts can make. There are many 
different HRM programs and techniques for managers to consider in addressing a problem.  
   Implementing a solution is the next step in the diagnostic approach. Changing the way 
Harry is co  m  pensated may correct the problem. However, can a compensation system 
solely for Harry’s use be impl  e  mented? Deciding when, how, and whether a solution can 
be implemented is a complex set of consider  a  tions that managers face.  
   Finally, any solution that is implemented must be evaluated. Has Harry’s tardiness been 
corrected? Evaluation tells managers how and whether to improve the diagnosis, prescrip-
tion, and implementation steps.  
   The ARDM model provides the four major anchor points (e.g., acquiring human re-
sources) to be the centerpiece of effective HRM. If an organization teaches its members how 
to focus on each anchor point A, R, D, and M plus the environment, it is likely to achieve 
socially responsible, ethical behaviors and competitive, high-quality products and services. 
The ARDM model calls for thorough, timely, and sy  s  tematic review of each situation.  2  
   Deloitte   Touche     Tohmatsu  , a large accounting firm with 45,000 global employees and 
over $1.5 billion worldwide revenue, used its own ARDM model to retain more female ac-
countants. By the mid-1980s, 50 percent of Deloitte’s new hires at the professional level 
were female. In 2005 Deloitte set a goal that 25 percent of the partners pr  o  moted will be 
women, up from the 22 percent in 2001. This goal was accomplished.  
   Top Deloitte managers   diagnosed   the shortage of women problem and situation and 
launched the Women’s Initiative. Women were being precluded from advancement, and many 
decided to leave Deloitte in the late 1980s. Management   prescribed   and   implemented   
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an aggressive campaign to address the male-dominated advancement culture and to pro-
vide mentors and role models for female professionals.   In 2009, the Women’s Initiative 
conducted 400 different programs for female employees at Deloitte, including business 
development coaching and mentoring, and panel discussions about career paths.  3   The 
prescription also included support programs to allow women to better balance work and 
family respons  i  bilities. Also, workshops on “Men and Women as Colleagues” became 
mandatory for all 5,000 Deloitte managers and partners.  
   Deloitte monitored and evaluated the implemented programs and reported significant 
improvements. More highly talented women were staying with the firm. Female managers, 
female senior managers, and female partners increased significantly.  
   Deloitte diagnosed a problem and prescribed, implemented, and evaluated a solution 
concerning the hiring, retention, and promotion of more female professionals. The firm 
clearly understands the impo  r  tance of diagnosis. Deloitte blazed a new trail for its profes-
sional women, and now other firms have inst  i  tuted similar programs by using their own 
approaches to diagnosis, prescription, implementation, and evaluation.  

  External Environmental Influences  

  Exhibit 2–1 shows that HRM processes in an organization do not operate in a vacuum. 
They are infl  u  enced by and influence the external environment (outside the organiza-
tion) and internal environment (i  n  side the organization). On the one hand,   external 
 environmental influences  —such as government laws and regulations, union procedures 
and requirements, economic conditions, and the labor force—have a significant impact on 
HRM processes. On the other hand, the HR planning of a firm must operate within guide-
lines, limits of available resources, and competencies produced by the organization. HRM 
is one i  m  portant function among other internal functions, including finance, accounting, 
research and development, marketing, and production. The interaction of these internal 
programs sets the tone of the entire organiz  a  tional system.  
   At the National Pancake House, Martha’s HRM problems are aggravated by external 
environmental factors. Remember that Martha is faced with a tight labor market and gov-
ernment wage legislation. Let’s look at some external environmental factors.  

  Government Law and Regulations  
  A powerful external environmental influence is government law and regulations, which 
affect organiz  a  tions directly. Federal regulations influence HRM activities, policies, and 
programs. When an organization makes decisions about hiring, promotion, managing di-
versity, performance evaluation, downsizing, and discipline, it must weigh the impact of 
government regulations.  
   The government regulates and influences some aspects of HRM more directly than 
others. Major areas of legislation and regulation include:  

  Equal employment opportunity and human rights legislation, which directly affect 
recruiting, selection, evaluation, and promotion, and indirectly affect employment 
planning, orientation, career planning, training, and development.  

  Employment of illegal aliens and undocumented workers.  

  Discrimination based on sex, age, and disability.  

  Credit and criminal background checks.  

  Compensation regulation, which affects pay, hours of work, unemployment, and 
similar conditions.  

  Benefits regulation, which affects pensions and retirement.  
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  Workers’ compensation and safety laws, which affect health and safety.  

  Labor relations laws and regulations, which affect the conduct of collective bargaining.  

  Privacy laws.  

   Government regulation has increased substantially. In 1940 the U.S. Department of 
 Labor administered 18 regulatory programs; in 2010 it administered more than 180.  4   And 
that is just   one   government agency affecting managers and the activities of the HR depart-
ment.   As the nearby Your Career Matters suggests, HR and operating managers alike can 
enhance their effectiveness and career prospects by understanding major laws that govern 
the fair treatment of employees.  
   John Dunlop lists a number of the problems government regulation imposes on manage-
ment.  5   All of these make the operating and HR managers’ job more difficult:  

  •   Regulation encourages simplistic thinking on complicated issues. Small enterprises are 
treated like large ones. Different industries are regulated alike.  

  •   Designing and administering regulations is an incredibly complex task, leading to very 
slow decision making.  

  •   Regulation does not encourage mutual accommodation but rather leads to complicated 
legal maneuvering.  

  •   Many regulations are out of date and serve little social purpose, yet they are not 
eliminated.  

  •   There is increasing evidence of regulatory overlap and contradictions among different 
regulatory agencies.  

   To cope with increasing governmental control, management has tried to influence the 
passage of rel  e  vant legislation and the way it is administered. Organizations have sued to 
determine the constitutionality of many of the laws.   For example, several states in the 
United States are challenging the constitutionality of the Patient Protection and Affordable 
Care Act (a.k.a., federal health care reform), which was passed on March 23, 2010.  6   As of 
the writing of this book, two district courts have ruled that the law is constitutional, while 
two other district courts have ruled against it. If this law survives and is fully implemented 
in 2014, every employer (and HRM department) will need to adapt and make major adjust-
ments to be in compliance.  7  

  The Union  
  The presence of a union directly affects most aspects of HRM—recruiting, selection, perfor-
mance evalu  a  tion, promotion, compensation, and benefits, among others. These effects will 
be discussed later in the text. Chapter 15 focuses directly on relations with labor unions.  
   A   union   is an organization that represents the interests of employees on such issues as 
working cond  i  tions, wages and salaries, fringe benefits, employees’ rights, grievance pro-
cesses, and work hours. Unions differ, just as people and other organizations differ. There 
are cooperative unions and combative unions, just as there are sensitive organizations and 
socially irresponsible organizations. Those familiar with union history are aware of the 
kind of toughness a James Hoffa or a John L. Lewis can bring to the employment scene. 
  Unions can cause significant disruptions by striking; not only in the United States, but 
around the globe. In 2009, six unions in France held a one-day nationwide strike to protest 
the government’s proposed increase in pension age from 60 to 62 years old.  8   In China, 
workers at the Honda Motor Company’s auto parts company in Guangdong went on strike 
in May 2010 over a monthly pay hike of $118 a month.  9   In London, over 10,000 staff of 
the Rail Maritime and Transport union organized a one-day walkout in September of 2010 
to protest the cutting of 800 jobs.  10   Back in the United States, the owners and players 
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 (represented by the players’ union) of the National Football League are currently em-
broiled in a financial dispute which may lead to a     postponement of the 2011 season.  11  
   At one time, unions were concentrated in the private sector of the economy (e.g., min-
ing and man  u  facturing), and were influential in only a few sections of the United States, 
primarily the highly industr  i  alized areas. But   union participation has dropped to 11.9 per-
cent of the workforce, with the majority of union members now in the public (i.e., govern-
ment) sector.  12   It is no longer useful to think of the unionized employee as a blue-collar 
factory worker. E  n  gineers, nurses, teachers, secretaries, salespersons, college professors, 
professional football players, and even physicians belong to unions. In sum, unions often 
play a significant role in HRM programs.  13  

  Economic Conditions  
  Two aspects of economic conditions affect HRM programs: productivity and the work 
sector of the o  r  ganization.  

  Productivity  
  Data, empirical evidence, and general opinion indicate that the productivity of employees 
is an important part of a nation’s general economic condition. Managers are concerned 
with productivity because they feel it is a representative indicator of the overall efficiency 
of an organization.   Productivity   is defined as output of goods and services per unit of in-
put of resources used in a production process.  14     Inputs  , as applied in the measurement of 
productivity, are expressions of the physical or dollar amount of several elements used in 
producing a good or a service, including labor, capital, materials, fuel, and energy.  
   Before productivity can be effectively managed and improved, it must be measured. 
This can be done by isolating the outputs—by division, department, work team, ind  i  vidual, 
or product line. Next, the costs that went into producing the output must be determined, 
including labor (salaries, bonuses, benefits), heating, lighting, and capital.  15   Then, u  s  ing 
the previous year as a baseline period, the manager must compare the current year’s figures 
with those of the previous year to determine what adjustments are necessary. Managers 
should lay the groundwork for measuring and monitoring productivity before they rush 
into changes.  
   Productivity measures are crude and subject to short-term error. But over the long run, 
productivity measures can capture a trend. Productivity in the United States slid in the 
1970s to an annual rate of i  n  crease of about 2.0 percent. In 1994–2009, however, produc-
tivity began to increase annually and averaged over 3 percent.   Other countries that consis-
tently maintained high productivity from 1994 to 2009 include Taiwan, Finland, Singapore, 
and Sweden.  16   The American worker still is one of the most productive, but other nations 
have narrowed the gap.  17  
   Some suggested solutions for increasing productivity include reducing government 
controls, develo  p  ing more favorable income tax incentives to invest in new businesses, and 
reindustrializing the entire business-industrial complex (such as plants and equipment). 
These suggested solutions have both proponents and opponents.  18   For example, there are 
many citizens who believe that reducing or eliminating legislative controls will adversely 
affect the quality of life and society for decades to come. Toxic waste, radiation, air pollu-
tion, and other forms of destruction must be carefully controlled.  
   On the other hand, managers can influence productivity by the sound application of 
HRM programs. Specific activities and practices can improve individual performance and 
consequently organizational productivity. Managers can through diagnosis, prescription, 
implementation, and evaluation help emplo  y  ees achieve their optimum level of productiv-
ity. Also, recruitment and selection techniques can be used to attract and hire the best per-
formers. Motivational and compensation techniques can be used to retain e  m  ployees and 
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improve job performance. Training and development can improve job performance or 
 rectify deficiencies in skill and competency, in turn increasing performance.  

  The Work Sector of the Organization  
  The ARDM model in Exhibit 2–1 does not consider the work sector in which the organiza-
tion is located. This was omitted so that the model could remain relatively uncluttered.  
   About 60 percent of professional HR specialists work in the   private sector  , consisting 
of businesses owned by individuals, families, and stockholders; while 30 percent of all HR 
employees in the United States work in the   public sector  , which is that part of the economy 
owned and operated by the gover  n  ment. Many economists define other institutions that are 
neither governmental nor profit-oriented as the   third sector  . Examples of these institutions 
are museums, symphony orchestras, private schools and co  l  leges, not-for-profit hospitals 
and nursing homes, and voluntary organizations such as churches and social clubs. About 
10 percent of HR specialists and employees work in the third sector.  
   In general, private-sector and third-sector HRM are structured similarly. Hospitals have 
different inte  r  nal organization problems from most businesses, though. For example, the pres-
ence of three hierarchies—physicians, administrators, and the board of trustees (representing 
the public)—can lead to conflicts. Pre  s  sures from third-party payers such as Blue Cross or 
Medicare can lead to other conflicts. Hospitals employ professional groups that zealously 
guard their “rights,” and this also leads to conflict. Structurally, HRM work in the private and 
third sectors is similar, but because of organizational differences jobs in HRM vary.  
   HRM in the public sector is fundamentally different from HRM in the other two sectors 
because it varies structurally. The public manager faces a different world; in fact, a man-
ager who moves from the private or third sector to the public sector will find the HRM role 
much more complicated. HRM in the public sector generally is under much more direct 
outside pressure. Politicians, the general public, advocacy or special interest groups, and 
reporters and   bloggers   influence the HR manager much more in the public sector than in 
private bus  i  ness or the third sector.  

  Competitiveness  
  At the macroeconomic level, the term   competitiveness   is defined as the degree to which a 
nation can, u  n  der free and fair market conditions, produce goods and services that meet the 
test of international markets while simultaneously maintaining or expanding the real in-
comes of its citizens.  19  
   If you substitute the word   organization   for   nation  , and the word   employees   for   citizens  , 
you would have a definition of   organizational competitiveness.  
   At the organizational level, competitiveness is an important issue.  20   How effectively do 
the workers produce the product? How good is the quality of the services or goods pro-
vided? Can employees handle new technology and produce the product at lower costs? 
Does the firm have the human resources needed to increase the size of the manufacturing 
facility to handle global demand? Will the push to work harder and faster raise turnover, 
absenteeism, and the number of defects?  
   An increasing amount of research suggests that the way organizations implement and 
modify their HRM activities can provide them with competitive advantages. A   competitive 
advantage   is defined as having a superior marketplace position relative to competitors.  21   
Sustainable competitive advantage r  e  quires a firm to deal effectively with employees, 
customers, suppliers, and all competitors.   Pfeffer   ident  i  fied 16 HRM activities that he 
recommends to enhance and sustain a firm’s competitive advantages.  22   E  x  hibit 2–2 briefly 
describes these activities.  
   Sustaining competitive advantage is extremely difficult over long periods. Competitors, 
by learning about other firms, can also adopt and sometimes, improve on successful HRM 
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 1.  Employment security: Avoid laying off employees for lack of work. Signals to employees a 
long-term commitment to the workforce.

 2.  Selectivity in recruiting: Carefully select the right employees. On average, a highly qualified 
employee produces twice as much as a poorly qualified one.

 3.  High wages: Wages that are higher than those paid by competitors. High wages tend to 
attract better qualified applicants, make turnover less likely, and send a message that the firm 
values its employees.

 4.  Incentive pay: Allowing employees who are responsible for enhanced levels of performance 
and profitability to share in the rewards. Employees consider such a practice fair and just.

 5.  Employee ownership: Giving employees ownership interests in the organization by providing 
them with such things as shares of company stock and profit-sharing programs.

 6.  Information sharing: Providing employees with information about operations, rewards 
productivity, and profitability.

 7.  Participation and empowerment: Encouraging the decentralization of decision making and 
broader worker participation and empowerment in controlling the work process.

 8.  Teams and job redesign. The use of interdisciplinary teams that coordinate and monitor their 
own work. Teams exert a powerful influence on individuals by setting norms regarding 
appropriate work quantity and quality.

 9.  Training as skill development: Providing workers with the skills necessary to do their jobs. 
Training not only ensures that employee and managers can perform their jobs competently, 
but it also demonstrates the firm’s commitment to its employees.

10.  Cross-utilization and cross training: Train people to perform several different tasks. Having 
people do multiple jobs can make work more interesting and provides management with 
greater flexibility in scheduling work.

11.  Symbolic egalitarianism: Equal treatment of employees by such actions as eliminating 
executive dining rooms and reserved parking spaces.

12.  Wage compression: Reducing the size of pay differences among employees.

13.  Promotion from within: Filling job vacancies by promoting employees from jobs at a lower 
organizational level.

14.  Long-term perspective: The organization must realize that achieving competitive advantage 
through the workforce takes time to accomplish, and thus requires a long-term perspective.

15.  Measurement of practices: Organizations should measure such things as employee attitudes, 
the success of various programs and initiatives, and employee performance levels.

16.  Overarching philosophy: Having an underlying management philosophy that connects various 
individual practices into a coherent whole.

EXHIBIT 2–2
HRM Activities That 
Can Enhance and 
Sustain Competitive 
Advantage

Source: Reprinted by permission 
of  Harvard Business School 
Press. From Competitive 
 Advantage Through People 
by Jeffrey  Pfeffer. Boston, 
MA 1994, pp. 30–59. Copyright 
1994 by the Harvard Business 
School  Publishing Corporation, 
all rights reserved.

activities.  23   Although it is difficult for competitors to have total access to a firm’s HRM 
policies, programs, and approaches, it is possible to learn through laid-off employees, cus-
tomers, the organization’s website, and other means what a company does in the HRM 
area. If a firm has a strong culture noted for the fair, equitable, and produ  c  tive treatment of 
human resources it will be less susceptible to losing all or any of its competitive adva  n  tage. 
Certainly, a few HRM activities can be copied, but the imitation of an entire culture and 
system of HRM is extremely difficult.  24  

  Composition and Diversity of the Labor Force  
  The labor force of the United States comprises all people aged 16 years or older who 
are not in the mil  i  tary and who are employed or seeking work. As of 2009 there were over 
154 million Americans in the workforce; by 2018, the labor force is projected to be 
over 167 million.  25   These data suggest a slowing in the growth rate of the labor force in the 
next decade. Other changes projected by the Bureau of Labor St  a  tistics (BLS) are  reported 
in the   Monthly Labor Review  , which carefully tracks trends in the available  l  a  bor supply.  26  
   Exhibit 2–3 presents an overall view of the civilian labor force in terms of sex, age, 
race, and Hispanic origin from 2010 to 2018.  
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  Women  
  In 2010 about 47 percent of the full-time U.S. workforce consisted of women.   In 2009, ap-
proximately 60 percent of women participated in the labor force and represent 51 percent 
of those employed in management, professional, and related jobs.  27  

 Level

Group 2010 2018

Total, 16 years and older 157,081 166,911
Men 83,824 88,682
Women 73,257 78,229
One race
 White 133,915 132,490
 Black or African American 18,334 20,244
 Asian 7,496 9,345
Hispanic origin 23,166 29,304

EXHIBIT 2–3
Civilian Labor Force 
by Sex, Age, Race 
from 2010 to 2018

Source: http://www.bls.gov/
news.release/ecopro.t01.htm 
 (accessed on April 7, 2011).

In spite of glass ceilings, outright hostility, and discrimi-
nation, women are making progress and climbing cor-
porate ladders. The pressures on women to succeed in 
careers as mothers, and as spouses, is significant. The 
lure of enterpreneurship is strong among women be-
cause instead of fighting their way to the top they can 
establish and operate their own business.
 Sally Heigesen, author of Everyday Revolutionaries: 
Working Women and the Transformation of American Life 
(Doubleday, 1998), may have come up with the best 
way yet to make sense of the pressures on working 
women. Heigesen’s book explains the twin effects of 
women’s widespread entry into the workplace over the 
last 30 years: first it transformed the economy and soci-
ety; then it transformed the women. To show just how 
much the world has changed, Heigesen juxtaposes her 
thoughts with William Whyte’s Organization Man, 
Whyte’s celebrated 1956 study of the wing-tipped, 
gray-suited archetype of corporate conformity homed in 
on junior executives living in the bedroom community 
of Park Forest, Illinois. For her look at everyday revolu-
tionaries, Heigesen conducted hundreds of interviews 
with the inhabitants of nearby Naperville, Illinois. The 
residents of Whyte’s Park Forest were mostly married, 
Republican, and Protestant; they bought the same cars, 
watched the same television shows, and subscribed to 
the same magazines. Naperville residents form a “post-
modern pastiche” marked by demographic variety, 
ethnic diversity, and a profusion of niche lifestyles.
 In almost every respect, the 1950s Organization Man 
is a perfect foil for the 2000s Hyperkinetic Woman. He 
embodied an absolute faith in large organizations, an 
overriding homogeneity, and a sense of leisure and 

 unhurried ease. His paradigm—life as a progression 
through predictable stages—has no relevance in a com-
munity where only 18 percent of households feature a 
dad at work and a mom at home with the children. 
Faced with increasing complexity and a squeeze on their 
time, the women of Naperville lead every trend of new-
economy work—from entrepreneurialism to project 
work to careers punctuated by periods of education.
 What makes the book compelling is Heigesen’s abil-
ity to convey a sociologist’s argument in a storyteller’s 
voice. In Everyday Revolutionaries, Heigesen mixes the 
real-life pathos of Naperville’s “improvising chorus” with 
a clear-eyed analysis of how the experiences of these 
women fit into a larger cultural landscape. In so doing, 
she breathes life into the now-standard themes of work 
and life in the new economy.
 In addition, she avoids predictability. Heigesen’s 
answer to the book’s implicit question—What are these 
women revolutionaries after?—is remarkable and unex-
pected. What they are looking for, she suggests, are 
“new vernaculars of work and life that seek to reconcile 
the demands of personal ambition with the need for 
embeddedness in family and community.” In other 
words, these revolutionaries part company with the 
women warriors of the last generation. Instead, their 
real kinship is with the bloomer girls, suffragettes, and 
immigrant women of the late 19th century. Their ulti-
mate quest, according to Heigeson, is to “make the 
whole world homelike.”

Sources: Susan J. Wells (June 2001), “A Female Executive Is 
Hard to Find,” HR Managers, pp. 41–49; and Polly LaBarre 
(February 1998), “The Starbucks Sisterhood,” Fast Company, 
p. 66.

HR Journal Women: A New Revolution
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   Although women are supposed to have equal job opportunities, it is difficult to argue 
with the facts of discrimination against women in the workplace.   In 2009, women earned 
approximately 80 percent of what their male counterparts earned. Also, working wives 
contributed 36 percent of their families’ income.  28  

  Minorities  
  The situation for racial and ethnic minorities in the United States is similar to that 
for women. Large nu  m  bers of Hispanics, African Americans, and Native Americans 
are employed in low-skill, low-paying jobs, and few are in high-status, high-paying 
jobs.  29  
   Historically, the most recent immigrant groups took the lowest-level jobs offered. In the 
early 1900s this was true of the Irish, Polish, Serbs, Croatians, Italians, and Jews. One 
difference between immigrant groups and other minorities, like African Americans, 
Hispanics, and Native Americans, is that the minority groups were living in the United 
States long before the immigrants arrived. Native Americans have been in the United States 
before the time of “discovery,” as were many of the Hispanics in the Southwest, and African 
Americans since the mid-1700s. They have not advanced to the degree that the immigrants 
have, however. Native Americans were kept on reservations, and Hispanics remained in the 
areas that once b  e  longed to the Mexican Republic (except for the Cuban and Puerto Rican 
immigrants, who came much later). These minorities represent about one-third of the 
population of the United States. They have been less educated than the majority, although 
recent programs have attempted to improve this situation.   These education efforts are 
important given that ethnic and racial minorities will occupy approximately half of all jobs 
in the United States by 2050.  30  

  Older Employees  
  About 14 percent of the labor force currently is 55 years or older. In 2007 about 17 percent, 
or over 26 million, of the workforce was 55 or older. By 2050, there will be nearly 45 million 
of these older workers.  31  
   Probably one of the most difficult employment problems today is the older employee 
who loses a job through no personal fault. In some cases, employers assume that be-
cause a person is older he or she is less qualified to work and less able to adapt to 
changes. Also, benefit plans (which may amount to one-third of base compensation) are 
set up in such a way that it costs more to employ older people (the cost of insu  r  ance 
premiums is higher).  32  
   An important fact to remember is that each person ages at a different rate. As we grow 
older, we lose some of our faculties. This process is ongoing. The key then is to match 
employees with jobs. Older workers may be less efficient on some jobs requiring quick 
physical response rates, but speed or response is more important for a race driver or airline 
pilot than for a stock analyst, teacher or social worker.  
   Most studies indicate that even for jobs requiring physical work, employees over 45 do 
not have more accidents than younger employees. Older employees also have the same or 
lower rates of absenteeism—at least until age 55. The worst accident rate observed in one 
study was for employees under 35 years old.  33   When total performance is considered 
(including factors such as speed, accuracy, judgment, and loyalty), the older employee has 
been found to be at least as effective as the younger one.  

  Employment Projection  
  The fastest-growing occupations for an increasingly diverse workforce are presented in 
Exhibit 2–4. Technology-based occupations will have the greatest growth in opportunities 
for well-educated and well-trained applicants.  
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  Geographic Location of the Organization  
  The location of the organization influences the kinds of people it hires and the HRM activi-
ties it conducts. A hospital, plant, university, or government bureau located in a rural area 
confronts different conditions than one located in an urban area. For example, the workforce 
in a rural area might be more willing to a  c  cept a bureaucratic organization style. Recruiting 
and selection in rural areas will be different in that there may be fewer applicants. Yet the 
organization may find a larger proportion of hirable workers ingrained with the work ethic.  
   An urban location might be advantageous for recruiting and holding professional work-
ers. Urban loc  a  tions provide a bigger labor force but generally call for higher wages. Late 
shifts may be a problem b  e  cause workers may not feel safe at night in the parking lots or 
going home.  
   Geographic location, therefore, influences the kinds of workers available to staff the 
organization. The location or setting is extremely significant for companies operating in 
other countries. The employees may speak a different language, practice different reli-
gions, have different attitudes toward work, and so on. Let’s consider some of the major 
differences between home-based and multinational organizations.  

  Educational Factors  
  Examples include the number of skilled employees available, attitudes toward education, and 
literacy level. Educational deficiencies in some countries can lead to a scarcity of qualified 
employees, as well as a lack of educational facilities to upgrade potential employees.  

  Behavioral Factors  
  Societies differ in factors such as attitudes toward wealth and profits, managerial roles, and 
authority.   Such differences in attitudes affect the behavior of individuals within different 
organizations. For example, in Muslim countries, banks are not allowed to pay interest to 
depositors, but instead engage in profit-sharing with customers.  

  Legal-Political Factors  
  Laws and political structures differ and can encourage or discourage private enterprises. 
Nations also di  f  fer in degree of political stability. Some countries are very nationalistic 
(even xenophobic) in their bus  i  ness practices. Such countries can require local ownership 
of organizations or, if they are so inclined, e  x  propriate foreign concerns.  

EXHIBIT 2–4 Fastest-Growing Occupations, 2008–2018

Source: “Employment Projections” (November 2009), Monthly Labor Review (http://www.bls.gov/emp/ep_table_103.htm accessed on April 9, 2011). 

 Employment Change Typical Source of
 (thousands) (2008–2018) Postsecondary

Title of Occupation 2008 2018 Number Percent Education or Training

Biomedical engineers 16.0 27.6 11.6 72.0 Bachelor’s degree
Network systems/data
communication analysts 292.0 447.8 155.8 53.4 Bachelor’s degree
Home health aides 921.7 1,382.6 460.9 50.0 Short-term on-the-job training
Financial examiners 27.0 38.1 11.1 41.2 Bachelor’s degree
Medical scientists 109.4 153.6 44.2 40.4 Doctor’s degree
Physician assistants 74.8 103.9 29.2 40.0 Master’s degree
Skin care specialists 38.8 53.5 14.7 37.9 Vocational award
Biochemists and Biophysicists 23.2 31.9 8.7 37.4 Doctoral degree
Athletic trainers 16.3 22.4 6.0 37.0 Bachelor’s degree
Physical therapist aides 46.1 62.8 16.7 36.3 Short-term on-the-job training
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  Economic Factors  
  Economies differ in basic structure, inflation rate, constraints on ownership, and the like. 
The nations of the world can be divided into three economic categories: fully developed, 
developing, and less developed. The fully developed nations include the United States, 
Canada, Australia, Japan, and most European countries (the United Kingdom, Germany, 
France, Belgium, Luxemburg, the Netherlands, Switzerland, I  t  aly, Sweden, Denmark, 
Norway, Finland). In these countries, managers will find fewer differences in ed  u  cational, 
behavioral, economic, and legal-political factors than they are likely to encounter in 
developing or less developed countries.  
   The developing nations are those that are well along in economic development but can-
not yet be said to be fully developed. Examples include Mexico, Russia, Venezuela, Spain, 
South Africa, and Eastern Europe.   A special category of emerging economies that have a 
growing amount of economic and political influence is the BRIC nations—Brazil, Russia, 
India, and China.  
   Third world nations—the less developed countries—are the most difficult to work in 
because of si  g  nificant constraints in terms of education, economic system, political struc-
ture, and the general infr  a  structure. The remaining 180 or so countries in the world are in 
this group. A sample list would include Afghanistan, Ethiopia, Bolivia, and Pakistan.  
   To be successful abroad, managers must learn all they can about the countries in which 
they will be working. There are many sources of this kind of information. Knowledge 
of differences among nations in (1) educational, (2) behavioral, (3) legal-political, and 
(4) economic factors is essential for managerial success abroad. It is equally important (and 
more difficult) for the enterprise to obtain managers with proper attitudes toward other 
countries and their cultures. A manager with the wrong set of attitudes may try to transfer 
North American ways of doing things directly to the host country, without considering the 
constraints in these four factors. The more significant the differences, the more likely they 
are to cause problems for the unperceptive manager.  
   In sum, the physical location of the organization (rural or urban, at home or abroad) can 
have a signif  i  cant impact on how HRM programs are used and which activities are con-
ducted. The manager using a d  i  agnostic orientation will be better able to closely examine, 
consider, and understand the complexities i  n  volved with different physical locations.  

  Internal Environmental Influences  

  The   internal environmental influences   listed in Exhibit 2–1 (strategy, goals, organization 
culture, nature of the task, work group, and leader’s style and experience) involve charac-
teristics and factors that are found within the organization. Let’s examine how each of 
these influences affects the HRM program.  

  Strategy  
  A   strategy   indicates what an organization’s key executives hope to accomplish in the long 
run.  34   As a plan, a strategy takes the firm into the area of competition in the environment 
and into alignment with the resources of the firm.  
   For example, Apple Computer’s early success was due to high alignment of its strategy, 
structure, pe  o  ple, and management. People were “empowered through Apple technology.” 
The Apple workforce b  e  lieved that the company’s technology and ideas were superior to 
all others. But then competitors and d  e  viation from a high-end technology strategy resulted 
in protest, discontent, and political infighting. Apple did not adapt, and it lost profit margin 
and had to lay off large numbers of employees.   Since that time, Steve Jobs has fine-tuned 
Apple’s strategy to the point where its considered one of the best cutting-edge high-tech 
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organizations. The overwhelming success of the   iPad   and   iPhone   in recent years is testa-
ment that Apple’s strategy is working.  
   There are companies who believe that the long-term success of their firms is linked to 
helping their employees achieve a work–life balance. These companies have instituted 
programs designed to help e  m  ployees feel safe and better about such issues as child care, 
families, and home life. The following HR Journal illustrates how and what firms are doing 
at the strategic level with regard to work–life balance.  

  Goals  
  The goals of organizations differ within and among departments. All departments probably 
have goals that include employee satisfaction, survival, and adaptability to change. The 
differences arise in the   impo  r  tance   the decision makers place on the different goals. In 
some organizations, profit is of such major i  m  portance that other goals, such as increased 
employee satisfaction, are not well developed. In these organ  i  zations where profits take 
precedence, HRM goals involving human resources are paid only minimal a  t  tention. The 
result of such negligence is typically problems in the effectiveness area of the diagnostic 
model (e.g., high absenteeism, performance decrements, and high grievance rates). In other 

The Families and Work Institute’s Business Work–Life 
Study (BWLS) and National Study of the Changing 
Workforce (NSCW) found that employees with more 
supportive workplaces are more likely than other work-
ers to have:

• Higher levels of job satisfaction.

• More commitment to their companies.

• A stronger intention to remain with their companies.

 Additionally, they found that when employees’ per-
sonal and family well-being is compromised by work, 
employees experience more negative spillover from 
home to work, which diminishes job performance.
 Is the need for work–life balance just a concern with 
female employees who remain the traditional caregivers? 
No. A recent survey by a sociologist at Penn State Univer-
sity reported that 45 percent of husbands in the United 
States believe their jobs interfere with their family lives.
 Aetna Life & Casualty halved the rate of resignations 
among new mothers by extending its unpaid parental 
leave to six months, saving the company $1 million a 
year in hiring and training costs.
 Ernst & Young has implemented through its Office 
for Retention programs that address work–life balance 
issues. Included are programs that provide:

• Child care at or near the worksite.

• Job sharing.

• Sick care for children and employees.

• On-site summer camp.

• Training supervisors to respond to work–family needs 
of employees.

• Concierge services to assist employees with a wide 
variety of errands from dry cleaning to making dinner 
reservations.

 Abbott Laboratories strives to attract and retain the 
highest skill-level employees. The company is commit-
ted to work–life programs, recreation activities, adop-
tion assistance, paternity leave, tuition assistance, and 
alternative work arrangements. Abbott has typically 
been voted one of the best places to work for all types of 
employees.
 The organizations that have developed work–life 
balance programs have found happier and more pro-
ductive employees. There are, however, many companies 
that still have not investigated, implemented, or experi-
mented with work–life balance programs. Apparently, 
many firms and managers believe that bringing about 
work–life balance is a personal problem and not an 
 organizational issue.

Sources: See Kathy Gurchiek (April 2011), “Not a ‘Mommy’ 
Issue,” HR Magazine, pp. 40–42; “Abbott Laboratories,” PR 
newswire (http://www.biospace.com/news_story.aspx?
NewsEntityId574586; accessed on November 3, 2007); Abbott 
Laboratories, “Work-Life Programs” (http://abbott.com/career/
work_life_programs.cfm (accessed on June 10, 2005); Patricia 
Digh, “Achieving Work-Life Balance for Employees (May–June 
2001), Mosaics, pp. 1–4; Rhona Rapoport, Lotte Bailyn, 
Joyce K. Fletcher, and Bettye H. Pruit (2001), Advancing Beyond 
Work-Family Balance:  Advancing Gender Equity and Workplace 
Performance (San  Francisco: Jossey-Bass).

HR Journal Work–Life Balance Programs Pay Multiple Dividends
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organizations, HRM-related goals are highly regarded by decision makers. Thus, how 
much the HRM function is valued and how it is implemented are affected by these goals.  
     Diversity   refers to any mixture of themes characterized by differences and similarities. 
The public is accustomed to thinking of diversity in terms of workforce demographics, but 
diversity in organizations is much more than just demographics. It is important not only to 
address the issue of how people differ but also to understand similarities.  35   All human 
beings share some commonalities. Today more and more firms realize that when they deal 
with the diversity of the workforce, they are focusing on the collective picture of differ-
ences and similarities.  
   Wisconsin Power and Light has established a specific goal-based diversity management 
program.  36   The program includes addressing differences and similarities in race, gender, 
age, physical and mental abil  i  ties, education, lifestyle, and background. The firm expects its 
future workforce to be more diverse but to be focused on respecting and valuing the differ-
ences and similarities among its employees. The firm has implemented companywide diver-
sity training using a six-step approach: (1) forming a diversity steering team, (2) creating a 
diversity training team, (3) selecting a diversity training project manager, (4) co  m  pleting a 
cultural audit, (5) designing a training program, and (6) implementing and evaluating the 
trai  n  ing. The goal at Wisconsin Power and Light is to highlight, respect, and value differ-
ences and similarities throughout the organization.  

  Organization Culture  
  Organization culture   refers to a system of shared meaning held by members that distin-
guishes the organ  i  zation from other organizations.  37   The essence of a firm’s culture is 
shown by the firm’s way of doing business, the manner in which it treats customers and 
employees, the extent of autonomy or freedom that exists in the departments or offices, and 
the degree of loyalty expressed by employees about the firm. O  r  ganization culture repre-
sents the perceptions held by the organization’s employees. Is there a sense of shared 
value? Is there a common value system held by employees? These are the kinds of ques-
tions asked to arrive at a picture of the firm’s culture.  38  
   There is no one “best” culture for the development of human resources. The culture at 
Neiman Marcus is different from the one found at Foley’s Department Stores. Culture can 
be strong or weak; a firm with values shared by a large majority of the employees is said to 
have a strong culture. Japanese companies like Sony, Honda, and Toyota are often cited as 
firms with strong cultures. Apple, Google, and Ford are e  x  amples of firms with strong 
cultures in the United States.  
   Culture can have an impact on the behavior, productivity, and expectations of employ-
ees. It provides a benchmark of the standards of performance among employees. For ex-
ample, it can provide clear guid  e  lines on attendance, punctuality, concern about quality, 
and customer service.  
     Zappos   is an online shoe and clothing retailer that has developed a strong reputation for 
outstanding customer service. While nearly 95 percent of transactions are online, customer 
service representatives are encouraged to give customers who do call in a “wow” experi-
ence. Reps can speak with customers for hours, send them flowers, and offer them discount 
coupons and free shipping. This empowerment strategy is working. While many retail 
establishments are growing slowly at best,   Zappos   has achieved double-digit growth in 
recent years (enough to attract Amazon, who bought   Zappos   in 2009 for $1.2 billion). How 
does   Zappos   do it? Tony Hsieh, the CEO, has created a culture that is fun and exciting, 
ultimately creating “the right work environment” in which employees want to thrive and 
make customers feel special. Hsieh’s approach has attracted a lot of fans; he and staffers 
tweet and give seminars on how to create fun, high-performance work cultures that are 
customer-centric.  39  
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  Nature of the Task  
  Many experts believe that the task to be performed is one of the two most vital factors 
affecting HRM. They describe HRM as the effective matching of the nature of the task 
(job) with the nature of the e  m  ployee performing the task.  40  
   There are perhaps unlimited similarities and differences among jobs that attract or repel 
workers and influence the meaning of work for them. Some of the most significant are the 
following:  

  Degree of knowledge and ability to use information technology     Advantages in infor-
mational and computer technology have resulted in a need for employees with the skill 
to use these technologies. Instead of physical lifting and moving as requirements of a 
task, the use of “knowledge skills” has become significant. “Knowledge workers” are 
now expected to plan, decide, and solve problems using databases, computer programs, 
and other technology-driven information sources (e.g., Internet and Intranet).  41  

  Degree of empowerment     Empowering employees to complete job tasks means that 
power or authority to make relevant and meaningful decisions is delegated. In fact, the 
empowered worker can complete his or her job task because he or she has information, 
knowledge, and power.  42  

  Degree of physical exertion required     Contrast the job of ditch digger with that of 
a computer programmer. In general, most people prefer work involving minimal 
physical exertion. Some companies, like 3M, believe that working with the mind is 
better for curing productivity problems than working with the back.  

  Degree of environmental unpleasantness     Contrast the environment of a coal miner with 
that of a bank teller. People generally prefer physically pleasant and safe conditions.  

  Physical location of work     Some jobs require outside work; others, inside work. Contrast 
the job of a telephone craftsperson during the winter in Minnesota with that of a disc 
jockey. Some jobs require the employee to stay in one place. Others permit moving 
about. Contrast the job of an employee on an assembly line with that of a traveling sales 
representative. There are individual differences in preference for physical location.  

  Time dimension of work     Some jobs require short periods of intense effort; others 
 require long hours of less taxing work. In some jobs, such as automobile assembly, the 
work is continuous; in others, such as toll booth operation, it is intermittent.  

  Human interaction on the job     Some jobs require interaction with others. Contrast the 
position of a radar operator in an isolated location who rarely sees anyone else with 
that of a receptionist in a busy city hall.  

  Degree of variety in the task     The amount of freedom and responsibility a person has 
on the job determines the degree of   autonomy   provided for in the work. Contrast the 
autonomy of a college professor with that of an assembly-line worker.  

  Task identity     The degree of wholeness in a job—the feeling of completing a whole 
job as opposed to contributing to only a portion of a job—is its   task identity  . Contrast 
the job of an auto assembler with that of a tax accountant.  

  Task differences and job design     Because jobs are not created by nature, engineers 
and specialists can create jobs with varying attention to the characteristics described 
here. There are a number of approaches to those aspects of job design that affect 
variety, autonomy, task identity, and similar job factors. These approaches will be 
 covered in Chapter 6.  

   How do these task factors affect HRM-type decisions? They obviously affect recruiting 
and selection, since employees will probably be more satisfied and productive if their pref-
erences are met. As we me  n  tioned, few jobs match all preferences exactly. With jobs that are 
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difficult, dirty, or in smoky or hot env  i  ronments, the manager must provide additional incen-
tives (more pay, shorter hours, or priority in vac  a  tions) because few people prefer such jobs. 
Or the manager may try to find employees who can handle the conditions better.  

  Work Group  
  Groups play a major role in the life of an individual. You probably belong to family, friend-
ship, and st  u  dent groups. Once a person joins an organization, his or her experiences are 
largely influenced by a work group.  
   A   work group   consists of two or more people who consider themselves a group, who 
are interd  e  pendent with one another for the accomplishment of a purpose, and who com-
municate and interact with one another on a more or less continuous basis. In many cases 
(but not always), they work next to each other.  
   An effective group is one in which:  

  •   Members function and act as a team.  

  •   Members participate fully in group discussion.  

  •   Group goals are clearly developed.  

  •   Resources are adequate to accomplish group goals.  

  •   Members furnish many useful suggestions leading to achievement of goals.  

   Most effective work groups are small (research indicates that 7 to 14 members is a 
good range), and their members have eye contact and work closely together. Effective 
groups also generally have stable membership, and their members have similar back-
grounds. Their membership is composed of persons who depend on the group to satisfy 
their needs.  43  
   Although the effective group supports management and the organization’s goals, it can 
also work against them. This is usually the case when the group perceives the organiza-
tion’s goals as being in co  n  flict with its own. If the work group is effective and works with 
management, the manager’s job is easier, and objectives are more likely to be achieved. If 
the group is working against the manager, an effort must be made to change the group’s 
norms and behavior by the use of the manager’s leadership and the ma  n  ager’s power to 
reward discipline and by the transfer of some group members.  
   Work groups are directly related to the success of HRM activities. If a work group op-
poses HRM pr  o  grams, it can ruin them. Examples of programs that can be successes or 
failures depending on the support or resistance they receive from work groups include in-
centive compensation, profit sharing, safety, and labor relations. Operational and HR man-
agers who desire success in such programs should at least co  n  sider permitting work-group 
participation in designing and implementing HRM.  

  Leader’s Style and Experience  
  The experience and leadership style of the operating manager or leader directly affect 
HRM activities b  e  cause many, if not most, programs must be implemented at the work-unit 
level. Thus, the operating ma  n  ager or leader is a crucial link in the HRM function.  
   Leaders must orchestrate the distinctive skills, experiences, personalities, and motives 
of individuals. Leaders also must facilitate the interactions that occur within work groups. 
In his or her role, a leader pr  o  vides direction, encouragement, and authority to evoke 
desired behaviors.  44   In addition, leaders reinforce desirable behavior so that it is sustained 
and enhanced. The leader is an important source of knowledge about the tasks, the organi-
zation, and the HRM policies, programs, and goals. The experience and opera  t  ing style 
of a leader will influence which HRM programs are communicated, implemented, and 
effective.  
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  Strategic HRM: An Important Key to Success  

  As indicated in Chapter 1, HR managers are becoming more involved in formulating and 
implementing strategy in the organization. Exhibit 2–5 presents the three levels of strategy—
strategic, managerial, and operational—as they apply to four specific HRM activities.  
   The efforts to formulate and implement sound HRM strategies at the three levels 
presented in Exhibit 2–5 are designed to achieve desirable end results such as high-quality 
products and services and socially responsible behavior. In other words, sound strategies 
are intended to result in growth, profits, and su  r  vival.  
   Strategic planning by an organization leads to informed, purposeful actions. By articu-
lating a clear common vision of why the organization exists, now and in the future, a stra-
tegic plan provides direction and a cornerstone for making important HRM decisions. 
Planning HRM activities expands awareness of possibilities, identifies strengths and weak-
nesses, reveals opportunities, and points to the need to evaluate the probable impact of 
internal and external forces.  
   A well-designed organizational strategic plan permits the HR department to be better 
prepared to cope with changes in both the internal and the external environments presented 
in Exhibit 2–1. The idea of i  n  corporating HRM activities and plans into the organization’s 
strategic plan is not new. Each organization can adopt a specific form of strategy that best 
fits its goals, environment, resources, and people. Matching an organization’s strategic 

EXHIBIT 2–5 Human Resource Activities by Level

  Level  

  Strategic 
 (long term)  

  Managerial
 (medium term)  

  Operational 
 (short term)  

  Employee 
Selection/Placement  

  Specify the characteristics 
of people needed to run 
business over long term  

      Examine labor force trends  

      Analyze immigration flows 
into the country  
  

Make longitudinal 
validation of selection 
criteria  

  Develop recruitment 
marketing plan  

  Develop approach to build 
labor resource pool  

  Prepare staffing plans  

  Prepare recruitment 
plans  

  Review performance of 
workers daily  

  Rewards 
(Pay and Benefits)  

  Establish reward 
program that will be 
competitive with 
domestic and 
international 
competitors  

  Establish reward 
system that is linked 
to strategic goals  

  Set up five-year 
compensation 
progression plans for 
individuals  

  Set up cafeteria-type 
benefits menu  

  Set up retirement 
packages  

  Administer wage and 
salary program  

  Administer wage and 
salary program  

  Administer benefits 
packages  

  
Appraisal  

  Determine the 
level and type of 
performance that are 
crucial for the growth 
of the firm  

  Develop equitable 
performance criteria  

      Link appraisal to 
accomplishment of 
long-term objectives  

  Validate systems that 
relate current conditions 
and future needs  

  Establish assessment 
centers for development  

  Use annual or more 
frequent appraisal

Use annual or more 
frequent appraisal 
system  

      Use day-to-day 
performance review 
systems  

  Development  

   Plan development 
experiences for staff   

  Plan development 
program with flexibility
necessary to adjust to 
change          

   Establish general 
management 
development program   

       Provide for organiza-
tional development   

           Encourage 
self-development   

   Use specific job-skill 
training   

       Use specific job-skill 
training   

   Use on-the-job training   

   Use Web-based training 
on a 24/7 basis     
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plan, its employees’ characteristics, and its HRM activities is important for achieving 
 desirable organizational end results—competitive products and competitive services.  
   The days of viewing the HRM function or unit as only a highly specialized and techni-
cal staff activity are over. Human resources are vitally important to the firm’s success, and 
the HRM function must be i  n  volved in all aspects of an organization’s operation. Employ-
ees must perform at an optimal level so that the overall strategy and goals can be achieved. 
The HR unit must make everyday contributions to the o  r  ganization. Thus, HRM programs 
must be comprehensive, adapted to the organization’s culture, and r  e  sponsive to employee 
needs. This means that management creativity and action must be exerted to match an 
organization’s overall strategy with its HRM programs, activities, and talents.  

  Strategic Challenges Facing HRM  

  Surveys of HRM practitioners, researchers, and generalists and national meetings of the 
American Ma  n  agement Association, Society for Human Resource Management Confer-
ences, and the Human Resource Planning Society all point to a number of strategic chal-
lenges facing the field.  45   Global competition has become so intense that HRM professionals 
are now being asked by their firms to optimize the skills, talents, and creativity of every 
e  m  ployee. This strategic challenge and a number of others described here will serve to set 
the tone for the remainder of the text. In each case, HRM practitioners are being asked to 
utilize the human assets of the firm more effectively. Failure to do so will probably mean 
that the firm cannot compete in the globally interconnected world.  

  Technology  
  The much heralded “information age” has arrived swiftly.  46   Its arrival has impacted jobs, 
the way bus  i  ness is conducted, and the need for more knowledge workers. The trends of 
the technology revolution are recognizable as the following:  

  1.     Growth in knowledge needs     World trade is growing over three times faster in 
knowledge-intensive goods and services such as biomedicine, robotics, and engineering.  

  2.     Shift in human competencies     Some predict that by 2015 almost all net employment 
growth will be in knowledge workers.  

  3.     Global market connection     Technology is dissolving borders and creating an inter-
connected marketplace.  

  4.     Business streamlining     Easy-to-use communication, electronic mail, electronic confer-
encing, and databases are creating instantaneous dissemination of data to make better 
decisions to geographically dispersed workers.  

  5.     Rapid response     Technology permits quick communications, which allows faster 
decision making. In Tokyo, Coca-Cola automatically informs distributors when 
 inventory is low.  

  6.     Quicker innovation     Teams of marketing, engineering, and production personnel work-
ing in parallel with computer-provided files, data, and information develop products 
faster. Every stage—product conception, design, development, and manufacturing—is 
accredited through the use of electronic technology resources.  

  7.     Quality improvement     The concept of building quality into the entire process of mak-
ing, marketing, and servicing is enhanced by computer monitoring systems and through 
robotics.  

  8.     Telecommuting   Today, with increased computer and telecommunications technology, 
there is a move for many to work from their homes, or engage in what is referred to as 
  telework   or telecommuting. It is estimated that over 23.5 million U.S. workers now 
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telecommute (see the Your Career Matters above). Telecommuting raises a number of 
HRM issues that need to be answered, such as how performance will be monitored; how 
telecommuters should be rewarded; how telecommuters can be made to feel like they 
are part of the team; and how telecommuters can be mentored.  

  Diversity: Building a Competitive Workforce  
  There is no doubt that the American workforce is changing in dramatic ways. There is a 
much slower i  n  crease in the total number of Caucasian (white) workers than there are of 
other groups, especially Hi  s  panic or Latino.  
   Three decades ago the American workforce was predominately white and male: One of 
the reasons white males no longer dominate the workforce is that women have entered the 
workforce in record nu  m  bers. In 2010 about 60 percent of adult American women worked, 
and almost half of the American workforce is female.  47  
   The number of Hispanic, Asian, and older workers continues to increase. The baby 
boomers (those born between 1946 and 1963), or 76 million people, are staying in the work-
force longer. Meanwhile, Ge  n  eration Xers (those born between 1964 and 1981) are vying 

The answer is “maybe.” If you work for an “old school” 
manager who believes that work only gets done at the 
workplace, then your desire to work from home two or 
three days per work may hurt your career prospects with 
that employer. Many managers (especially the baby 
boomers) paid their dues earlier in their careers by working 
long hours at the office where they were “seen” working 
hard and getting their jobs done. Thus, these older man-
agers have a natural tendency to expect that the younger, 
junior employees of today will also see the value in “face 
time” and want to work (and be seen working) at the office. 
A recent survey confirms that face time is still important 
to some managers. Professional office workers who were 
observed by their managers at the office (during regular 
and after hours) were more likely to be perceived by their 
managers as dependable and committed to the organiza-
tion. Thus, face time still matters.
 The good news for those employees who want to 
telecommute so that they can maintain a better work–life 
balance is that many organizations are embracing tele-
commuting as a strategic HR policy that will help attract, 
motivate, and retain valued talent. Even if you work for 
firms that encourage telecommuting, you can protect 
your career interests and reputation as a dependable and 
committed employee by doing the following:

• Stay connected. On those days that you work from 
home, make it a point to reach out (via e-mail, 
phone, or video conference) with your manager and/
or co-workers at the office. This will signal that you 
are working hard even though you’re not down the 
hallway or in the next cubicle.

• Share your schedule with others. Meet with your man-
ager to develop a telecommuting plan (e.g., what 
days and times you work from home each week). 
Then, send this information to everyone with whom 
you work, including customers, so they feel comfort-
able with your work schedule.

• Adjust to changes at the office. If there are rumors of 
upcoming layoffs or that your manager might be 
leaving the firm, you may need to spend more time 
at the office until things settle down again. Changes 
can happen fast where office politics are involved, so 
you need to be there to defend your interests and 
career.

• Share success stories. After landing a new account, 
finishing a difficult audit, or delivering a three-week 
training program, invite colleagues and your man-
ager to a celebratory lunch. This will signal that even 
though you’re working from home a few days a 
week, you’re still performing your job well.

Sources: M. Kennett (March 2011), “Remote Control,” 
 Management Today, pp. 46–47; M. Murray (February 2011), 
“Companies Save Office Costs with Telecommuting,” Mortgage 
Banking 71, no. 5, pp. 108–9; K. Elsbach, D. Cable, and 
J. Sherman (2010), “How Passive ‘Face Time’ Affects Perceptions 
of Employees: Evidence of Spontaneous Trait Inference,” 
 Human Relations 63, no. 6, pp. 735–60; Diana Ransom 
(April 21, 2010), “SmartMoney; Six Ways to Manage a Virtual 
Work Force,” Wall Street Journal (Online) (accessed on April 9, 
2011); Sue Shellenbarger (April 22, 2009), “Does Avoiding a 
9-to-5 Grind Make You a Target for Layoffs?” Wall Street Journal 
(Eastern Edition), p. D.1; Elizabeth Garone (April 29, 2008), 
“How to Make Working At Home Work for You,” Wall Street 
Journal (Eastern Edition), p. D.4.

Your Career Matters Can Telecommuting Hurt Your Career?
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for jobs held onto by older workers. The potential conflict between these two large groups 
is likely to increase. According to the Bureau of Labor Statistics, by 2050 about 45 million 
employees of the workforce will be older than 55.  48  
   In addition to diversifying based on race, ethnicity, and age, organizations also include in-
dividuals with disabilities in their diversity efforts. In 2010, it was estimated that there were 
20 million Americans with disabilities who were of working age. Included in this estimate are 
a growing number of military veterans who are returning from deployment with significant 
injuries.  49   According to the Bureau of Labor Statistics, only about 30 percent of individuals 
with disabilities were employed by U.S. organizations in 2010.  50   Given that many organiza-
tions will confront labor shortages over the next 20 years and that there are large numbers of 
Americans who are disabled and who want and need to find employment, companies can 
create a win-win situation by hiring, training, and retaining employees who are disabled.  
   The changing look, age, and needs of the workforce have resulted in more concern 
about child care, e  l  der care, and training in understanding diversity. High-quality day care 
has made it easier for women to raise a family and also begin a productive career. Unfortu-
nately, however, although the need for child care is obvious, only about 5 or 6 percent of 
employers provide day care assistance.  51  
   Improved understanding of diversity (differences and similarities) also seems to be an 
obvious need, yet most firms fail to invest the time, resources, and energy needed to be-
come “diversity-friendly.” A few success stories about diversity management are beginning 
to appear in the literature and serve as the best examples for practice.  

  •     Walgreens   employs hundreds of employees with disabilities in its two innovative distri-
bution centers in Connecticut and South Carolina.  

  •   United Airlines experienced an increase in Spanish-speaking travelers when it installed 
a Spanish-speaking telephone reservation line.  

  •   Avon Products had significant revenue growth after it hired African American, Hispanic 
American, and Asian American sales and marketing personnel.  

  •   Pillsbury Company and Kraft General Foods both recorded access to more of the African 
American and Hispanic American markets after increasing the number of sales and 
advertising professionals from these ethnic-racial groups.  

   Another interesting story that illustrates the positive aspects of being diversity-friendly 
is presented in the next HR Journal. The story describes the case of Aurora Archer.  
   An increasing number of empirically based studies are illustrating that diversity-friendly 
strategies can have a significant impact on end results, such as being considered socially 
responsible and earning a f  a  vorable return on the products and services provided to 
consumers.  52  
   While diversity is a top corporate priority at Ford Motor Company, the real nuts-and-
bolts diversity work is being carried out at the local level, within Ford’s divisions. Ford’s 
Marketing, Sales, and Service organization (MS&S), for example, has made a substantial 
commitment to diversity as a way to different  i  ate itself from its competition and in re-
sponse to an increasingly diverse consumer marketplace.  
   MS&S developed a strategic communication plan that enlisted senior management to 
lead by e  x  ample and teach employees why diversity is critical to Ford’s success. The first 
phase of the plan centered on five half-hour modules, each of which forms the basis of a 
monthly discussion led by managers and supervisors for their staff. Each module is accom-
panied by a video and a set of comprehensive instruction materials so that all 5,500 people 
in MS&S receive a consistent message from the 250 senior managers. Modules deal with 
such topics as leadership behaviors, tips for excelling in diverse work environments, how 
diverse teams function most effectively, and the role of work–life balance in diversity.  53  
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   To strengthen the link between diversity and the bottom line, Aetna, a global provider of 
health and f  i  nancial services products, has put into effect a diversity stewardship structure 
that places responsibility for managing diversity squarely in the hands of senior line man-
agers. At the top of this structure is Aetna’s executive diversity steward, a position that 
rotates every two years among the presidents of Aetna’s three major business units.  
   The Aetna Emerging Leaders Program is designed to groom the next generation of lead-
ers by guiding participants through a rigorous multiyear development plan. One of the 
goals is to build wide-ranging d  i  versity into Aetna’s talent base. Candidates must have five 
to seven years of work experience either within Aetna or from outside; external candidates 
are usually recruited from MBA programs.  
   The program guides participants through a series of 12- to 24-month assignments in 
different areas of the business. According to   Orlene     Weyland  , program director, “This pro-
gram is different because it’s highly individualized, and it reaches people early in their 
careers. Each candidate receives coaching, ed  u  cation, mentoring, and a career path devel-
oped from a mindful point of view.”  
   For Emerging Leader Ricardo M.   Berckemeyer  , who is in his first assignment in the Aetna 
Intern  a  tional unit, the program’s focus on mapping a career path is key. “A lot of young people 
get frustrated b  e  cause they don’t see a clear career path or where they’re going. This program 
gives you that advantage—it’s a great motivational tool.”   Berckemeyer   looks  forward to develop-
ing a network of fellow emerging leaders who will be able to rely on one another in the future.  

Aurora knows she’s lucky to have made it out of the 
barrios of south San Antonio and into the boardroom. 
She grew up amid gangs and crushing poverty. And the 
job descriptions of some former high school classmates 
include prostitute and drug dealer.
 Given the hand Aurora was dealt, it seemed unlikely that 
a career as a corporate executive was ever in the cards. “My 
way out was an education,” says the self- assured mother of 
two. “That was cemented in my head by my parents.”
 Today Aurora is a rising star in the tech industry, work-
ing as director of global marketing communications for 
Hewlett-Packard in Houston. And she got there by work-
ing hard and seizing opportunities. For instance, prior to 
her employment at HP, she used her fluency in Spanish to 
work with a group launching subsidiaries in several Spanish-
speaking countries. “I got to see the establishment of an 
operation from the ground up,” says Aurora, who was 
recently named one of  Houston’s top women in technol-
ogy by the Association for Women in Computing.
 Now this bilingual star oversees communications 
for three different organizations that market HP prod-
ucts. Improving HP’s efforts to reach out to its custom-
ers requires Aurora to communicate with colleagues 
from Latin American to Europe to Asia practically 
around the clock. Though the job is challenging, “it 
can’t compare to the hardships my parents went 
through,” she says.

 Her African American father and Mexican immigrant 
mother toiled for years as domestic help, enduring abu-
sive employers and working for menial wages. When 
Aurora and her older sister, Violeta Babic-Archer, reached 
their teen years, their parents decide to become live-in 
help, moving the family above the garage of the home 
where they worked in a tiny San Antonio neighborhood 
so the girls could get a better high school education.
 “My parents set the bar really high for us,” says 
 Aurora, who went on to graduate with a bachelor’s de-
gree in business from Syracuse University. “My mother 
used to say, ‘Dime con quien andas y te diré quien eres’: 
Tell me who you’re hanging out with and I’ll tell you 
who you are,” she recalls.
 Because her responsibilities are at a worldwide level, 
Aurora’s hours follow the sun wherever it rises. She starts 
her day as early as 4:00 A.M., when she’s heading to the 
gym and trying to get some “me time.” Before most 
 people have had their first morning cup of coffee she is 
already dressed, showered, and sporting a wireless 
 telephone headset as she takes conference calls from col-
leagues around the globe to discuss such things as project 
status and marketing requirements. Her laptop stays 
within reach as she moves from room to room, preparing 
her family for their day before she heads to the office.

Source: From Working Mother, June 1, 2005 © 2005 Bonnier Corp.

HR Journal A Rising Star
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   Addressing diversity on a global level is also critical at IBM, where the global diversity 
theme is “None of us is as strong as all of us.” Diversity at IBM is being leveraged world-
wide through a system of diversity councils and task forces.  
   IBM’s 48 diversity councils operate in geographic areas around the world, including 
Latin America, Asia Pacific, Europe, and several U.S. sites. Their purpose is to advise 
management in their region on d  i  versity issues.  
   Work–life balance is one of six global workforce challenges being addressed by 
IBM’s Global Dive  r  sity Council. The other challenges are the global marketplace, cultural 
awareness/acceptance, diversity of the management team, advancement of women, and 
integration of people with disabilities.  
   Diversity-unfriendly examples still emerge, however—showing that much more needs to 
be done within organizations and across society. Texaco, Inc., tape-recorded a group of ex-
ecutives who were di  s  cussing the shredding of documents relevant to a race-  discrimination 
lawsuit   and using vulgar racial ep  i  thets while talking about African American employees. 
Texaco claimed that the racial remarks caught on the tape were an isolated incident, but 
some experts claim that racism is widespread in the oil industry. Almost as disturbing as 
the racial epithets—from a legal and ethical standpoint—are Texaco manag  e  ment’s com-
ments about withholding or shredding documents. The tapes revealed Texaco managers 
di  s  cussing how they would purge all accounts and documents pertaining to minority hiring 
practices. Such destruction of documents has become a hot topic in legal circles.  
   Texaco settled the race-discrimination lawsuit for $176.1 million (for the six plain-
tiffs).  54   In addition, as pressures from outside the firm were increased, Texaco established 
some ambitious hiring goals for m  i  norities and women and pledged to increase purchases 
from minority firms.  
   Texaco, in the years 1996–1999, made significant progress in hiring more minorities and 
women, i  n  creasing the number of African American owned gasoline stations, and increasing 
the number of female and male managers and executives. The company’s image in the mar-
ketplace is still not as bright as before the discrimination settlement, but it is improving.  55  
   Workforce diversity is a reality that influences every HRM area and issue from strategic 
planning to recruitment to training to health. There is a steadily growing body of empirical 
evidence that managing diversity is becoming a necessary part of the job responsibilities of 
managers. There is no one best way or best formula available with regard to managing the 
increasing diversity of the workforce. However, there is likely to be increased demand to 
find fair, ethical, and prompt ways to manage diversity.  

  Caliber of the Workforce  
  Recruiting and developing skilled labor is important for any company concerned about 
competitiveness, productivity, quality, and managing a diverse workforce effectively. 
Chemical Bank of New York r  e  ported that it had to interview 40 job applicants for every 
one found suitable for training as a bank teller.  56   NYNEX reported that it had to carefully 
screen and test 60,000 applicants to fill 3,000 open pos  i  tions. The mismatch between 
jobs and applicants—high-skill job demands and the lack of qualifications among job 
applicants—is documented in a list of reports and statistics.  57   Since a growing number of 
jobs will require more education and higher levels of language, math, and reasoning skills 
than current ones, HRM practitioners and specialists will have to communicate this to 
educators, parents, and community leaders. A shortage of skilled talent can damage any firm’s 
competitive position. Strategic human resource planning models will have to carefully 
weigh deficiencies in skills and shortages of skills.  
   The   skill gap   must be faced not only by HRM. In fact, the entire society will have to 
face the cons  e  quences of not having the workforce needed to compete in the global econ-
omy. Strategic planning to r  e  duce the skills gap in a firm’s workforce, however, is a serious 
issue facing HRM.  
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  Organizational Restructuring and Downsizing  
  The endless stream of headlines and news stories about restructuring and downsizing could 
fill page after page.  58   A few facts about downsizing:  

  1.   About half of all firms downsizing end up with at least as many employees within a few 
years’ time.  

  2.   Downsizing in manufacturing is nothing new and has been occurring since 1967. Manu-
facturing is only about 15 percent of the downsizing story. Retailing and services have 
been upsizing considerably for the past decade.  

  3.   Downsizing is positively correlated with the degree of foreign competition in a sector. A 
logical proposition is that downsizing does encourage firms to reduce their costs.  

  4.   Downsizing firms tend to increase their profits in the short run but not their 
productivity.  

  5.   Downsizing commonly leads to lower compensation/wages within the downsizing firm.  

     Restructuring   means changing the reporting and authority relationships within a firm. 
In restructu  r  ing, a layer of a firm’s hierarchy may be eliminated, reporting relationships 
may be changed, or a new subsidiary may be created to conduct business in a new market 
location.   Downsizing   is a term used to designate a reduction in a company’s workforce. 
  During the most recent recession, it has been estimated that approximately 40 percent of 
companies have made major reductions in their workforces.  59   Recent indicators suggest 
that the worst may be over in terms of large-scale downsizings.   But despite the decrease in 
downsizing a  c  tivity, it is likely that increased competition, excessive costs, outsourcing, 
and interest in improving share value will mean that downsizing will be a fact of life for 
thousands of firms and millions of workers for years.  60  
   Downsizing has a human face in that people are laid off, friends and colleagues are 
given new job r  e  sponsibilities, and feelings of trust and job security are threatened. The 
emotional impact of being laid off or of having a colleague laid off can result in stress-
related health problems.  61   There is a growing sense that job security is a thing of the past. 
Stories and statistical data about downsizing suggest that job sec  u  rity has declined as lay-
offs spread from industry to industry. Job tenure has declined the most for emplo  y  ees 
without a high school education.  62  

  Contingent Workers  
  There are permanent or full-time employees and another category, referred to as   contingent 
workers  .   The category of contingent employees includes temporaries, part-timers, contract, 
or leased workers (  ou  t  sources  ). Contingent employees are becoming a widespread part 
of the staffing mix of firms.  
   The number of contingent workers increased steadily over the past 40 years.   As of 2005, 
there were approximately 5.7 million contingent workers who account for about 4 percent of 
all employed Americans.  63   The industries with the highest growth rate of contingent workers 
are health service, residential care, retail, and data processing and computer services.  
   Part-timers (as the term implies) put in fewer hours than full-time employees. The part-time 
employee usually receives fewer fringe benefits and often has a flexible work schedule. A 
20-hour workweek or less is often the regular schedule of a part-timer. The Bureau of Labor 
Statistics defines a full-time job as working 35 hours or more per week. There are over 90 million 
workers that have the following work schedules: they work full time on a primary job and also 
hold one or more part-time jobs; they combine several part-time jobs to make up a full-time 
workweek; or they combine jobs with varying hours to make up a full-time workweek.  
   Microsoft employs over 6,000 temporary employees. These employees are excluded 
from benefits and stock option plans that Microsoft’s 19,000 regular U.S. workers receive. 
The Microsoft temps have e  x  pressed feelings of being treated as second-class citizens, 
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which is underscored by the orange ID badges they wear versus the blue ones regular em-
ployees wear. One fear at Microsoft is that union organization efforts could gain a foothold 
as long as temporary employees hold feelings of being second class.  64  

  People and the HRM Diagnostic Framework  

  People, the employees—the human resource element—are the most important concern in 
the diagnostic model. Simply putting together HRM activities without paying attention to 
employees’ characteristics would be ill-advised. The most carefully designed and imple-
mented HRM activity may backfire because adjustments for individual differences were 
not built into the program. In the HR Challenge earlier in the chapter, Martha is attempting 
to understand why Lenny and Harry behave differently on the job at the National Pancake 
House. She will discover that people differ in many characteristics. Lenny and Harry differ 
in their abilities, attitudes, and preferences. They also have different styles, intellectual 
capacities, and ways of doing the job.  

  Abilities of Employees  
  Some differences in employees affecting HRM programs are due to differences in abilities. 
Abilities or skills can be classified as mechanical, motor coordination, mental, or creative. 
According to many ps  y  chologists, some abilities are a result of genetic factors that are 
rarely subject to change through training. Examples of these differences are finger dexter-
ity and response time. Other abilities, such as interpersonal skills and leadership, are more 
subject to change. People learn abilities at home, at school, and at work; their present in-
ventories of abilities are at least partly a consequence of this past learning.  
   The importance of a manager’s understanding of differences in employees’ abilities is 
emphasized by the example of Harry at National Pancake. Does he lack the abilities to do 
the job? If it appears that Harry’s problem is in fact ability, Martha would have at least two 
options. One is training, whereby Harry’s aptitudes would be developed into the ability 
needed for the job. The other is placement, whereby Harry could be transferred to another 
job, such as busboy or cashier.  
   Do you think Harry’s problem is a problem of ability?  

  Employees’ Attitudes and Preferences  
  How an individual thinks, feels, and behaves with regard to work and the place of work forms 
an impo  r  tant attitude. An   attitude   is a characteristic and usually long-lasting way of thinking, 
feeling, and behaving toward an object, idea, person, or group of persons. A   preference   is a 
type of attitude that evaluates an object, idea, or person in a positive or negative way.  
   People are motivated by powerful emotional forces, and work provides an opportunity for 
the expre  s  sion of both aggressive and pleasure-seeking drives. Besides offering a way to 
channel energy, work also provides the person with income, a justification for existence, and 
the opportunity to achieve self-esteem and self-worth. The amount of energy directed toward 
work is related to the amount directed to family, interpersonal relations, and recreation.  
   What kind of attitudes about work do Lenny and Harry have?  

  Motivation of Employees  
  Motivation   is the set of attitudes that predisposes a person to act in a specific goal-directed 
way. Motiv  a  tion is thus an inner state that energizes, channels, and sustains human behav-
ior to achieve goals.   Work motivation   is concerned with those attitudes that channel a per-
son’s behavior toward work and away from recreation or other areas of life. The motivation 
to work is likely to change as other life activities change.  
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   A number of theories have attempted to explain work motivation. The theories differ in 
their assum  p  tions about how rational people are and about the degree to which the con-
scious and the unconscious mind direct behavior. Most of these theories have received 
some research support, but none has been ove  r  whelmingly substantiated. At the moment, 
attention is focused on the importance of individual motivation in achieving organizational 
and individual goals.  
   How will knowledge of employees’ motivation help a person be a more effective manager 
of people? As with work attitudes, a manager who can determine what the work motivations 
of the employees are will make more effective HRM decisions. For employees who appear to 
be work-oriented and motivated toward working hard, incentive compensation systems will 
probably lead to higher productivity and higher-quality work. Those who are consciously 
motivated to do a better job benefit from performance evaluation techniques such as manage-
ment by objectives. Managers who can determine or predict how employees are motivated 
can create the work environment that will most optimally sustain the motivation.  

  Personality of Employees  
  Personality   is the characteristic way a person thinks and behaves in adjusting to his or her 
environment. It includes the person’s traits, values, motives, genetic blueprints, attitudes, 
emotional reactivity, abilities, self-image, and intelligence. It also includes the person’s 
visible behavior patterns. Each employee has a unique personality. Because of this, it is 
highly unlikely that a single set of HRM activities or leadership approaches will be equally 
successful for all employees.  
   Behavioral scientists have found the following:  

  1.   The employee, as a person, is both rational and intuitive—emotional in makeup and 
behavior. Therefore, his or her choices and behavior are a consequence of rational 
(conscious) and emotional (unconscious) influences. Choices are occasionally entirely 
influenced in one way or the other, but most behavior is influenced in both ways.  

  2.   A person acts in response to internal inclinations and choices and environmental 
influences.  

  3.   Each person is unique and acts and thinks in a certain way because of  

   •   The personality the person develops.  

   •   The abilities the person has or learns.  

   •   The attitudes and preferences the person has or develops.  

   •   The motives the person has or develops.  

   This section has touched briefly on some relevant concepts from the behavioral sciences 
that will be developed further in later chapters. Theory and research indicate that the nature 
of the employee has a great influence on HRM decisions. The effective manager realizes 
that the employee’s nature is a crucial variable in HRM activities and organizational ef-
fectiveness. The implications of this knowledge of human behavior for the various HRM 
activities will become more obvious in later chapters.  

  Desirable End Results  

  As Exhibit 2–1 shows, the desired end results of sound and effective HRM are socially 
responsible and ethical behavior and high-quality, competitive products or services. In ap-
plying the diagnostic model, HRM must make decisions and solve problems in a way that 
is both socially responsible and ethically sound, while helping the firm satisfy its custom-
ers and its employees.  
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   The theories, principles, and lessons found in this text should indicate that managing 
 human resources is a demanding job. However, it is also an exciting challenge. As you apply 
the diagnostic model and learn more about HRM, reflect a moment on these comments:  

  Research shows that organizational effectiveness is critically influenced by human resource 
(HR) management practices. Improvements in productivity, quality, and customer satisfaction 
do not occur simply through changes in accounting systems or technology; rather they typi-
cally depend on changes in multiple management systems. Changes in staffing, training, and 
compensation form an integral part of a coordinated change effort. Because HR management 
systems are critical drivers of behavior, they must be in alignment with other management 
systems. Otherwise, change efforts are met with resistance and often fail. In short, it is very 
difficult to improve organizational performance without paying attention to HR management. 
Accordingly, the HR department must be a central player in a company’s competitive efforts.  

   Now, after learning about the diagnostic model, let’s find out what happened at National 
Pancake House 827. The conclusion of this chapter’s HR Challenge will show you how 
Martha worked on the problem and solved the mystery of Harry’s behavior.  

Summary   The main objective of this chapter has been to introduce you to the diagnostic model to help 
diagnose HR problems and prescribe, implement, and evaluate solutions. This chapter also 
briefly reviews some co  n  cepts from the behavioral sciences to show you how they apply to 
HRM decisions. It further examines two other aspects of the environment of the HRM func-
tion: the physical location of the organization in a labor market and the work sector in which 
it is located. This book has been written on the assumption that HRM programs are more 
likely to be effective if the manager or specialist follows a diagnostic approach.  

  To summarize the major points covered in this chapter:  

  1.   A sound HRM program can contribute to organizational end results such as socially 
responsible and ethical behavior and high-quality, competitive products and services.  

  2.   The diagnostic approach suggests that before you choose an HRM program you should 
examine the nature of the employees, the external and internal environmental influences 
on the organization, and organizational factors. These factors act as moderating vari-
ables in HRM decisions, and HRM activ  i  ties are influenced by them.  

  3.   Various factors in the external environment, such as government regulations, unionization 
of emplo  y  ees, and competitive pressure, also exert strong influences on the HRM function.  

  4.   Understanding the characteristics and composition of the labor force is important when 
designing an HRM program.  

  5.   HRM has become a strategic area and is now recognized as important in creating and 
implementing the overall strategies of a firm. Specific strategic challenges facing both 
HRM and the firm include global competition, productivity and quality, workforce 
diversity, and the caliber of the workforce.  

  6.   The work sector in which the organization is operating—public, private, or third—
determines the co  m  plexity, strategic importance, and power of HRM as a function and 
the activities operating managers must implement.  

  7.   Organizational factors—including goals, organization culture, the nature of the task, the 
makeup of the work group, and the leader’s style and experience—must be taken into 
account to maximize the effe  c  tiveness of HRM.  

  8.   An   attitude   is a characteristic and usually long-lasting way of thinking, feeling, and 
behaving. A   pre  f  erence   is a type of attitude that evaluates an object, idea, or person in a 
positive or negative way.  
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HR Challenge (continued from page 31)

Martha picked up her cup of coffee and thought: “Amy helped me a lot. But it’s my job to 
figure out what to do.” She wondered what factors could cause the differences between 
Lenny and Harry. It could be personality differences. Lenny is an outgoing person, and 
Harry tends to be introverted. There are some differences in abilities. Lenny is more agile. 
He uses his hands well. Harry seems a bit clumsier. And Lenny is more experienced—he’s 
been on the job four years longer than Harry.
 Lenny and Harry have the same leader and work group. They do the same task at the 
same time. The environment is the same. These factors couldn’t cause the differences.
 This narrows it down to differences in motivation and attitude. Was there a good match 
of interests and abilities with the job? Martha decided to discuss the issues formally with 
Harry. Later that day, she invited Harry to have a chat with her.

Martha  Harry, this is the first chance I’ve had to chat with you for very long. How do 
you like it at National by now?

 Harry It’s okay. It’s a job.
Martha Is there anything we can do to make it better than just a job for you?
 Harry Not really, jobs are jobs. They’re all the same.
Martha All of them? Did you ever have a dream about what you wanted to do?
 Harry  Sure. I’ve always wanted to be a disc jockey, but I hated school. So I quit. 

Then I got married, and I’m locked in. I wish I could go back to school.
Martha  I didn’t know you wanted to go back to school. I’m sure you could go to 

night school.
 Harry I might be ready for that now.
Martha  If I can help by scheduling you differently, let me know. People should get 

all the schooling they can. And who knows? You could go on to be assistant 
manager here—or even a disc jockey.

 After talking with Martha, Harry did go back to school. His work improved, as did his 
willingness to be friendlier with co-workers and customers. Martha’s chats became more 
frequent with all the employees, including Harry. Harry did graduate from high school and 
is an assistant manager for National. He’s much happier in his job now.
 What about Lenny? He’s chief cook at 827. He’s had several opportunities to become 
assistant manager, but he loves his work and has refused to be transferred. As Lenny put it, 
“I’ve found my niche. I do my job, then go to the beach. No worries. And I get to talk to 
lots of nice people.”
 What about the new cook? The pay issues had to be settled first. Martha contacted the 
home office, emphasizing that business had been steadily increasing at 827. When she told 
them that she needed more money to hire an extra cook to handle the increased business, 
they gave her more, but not enough to completely satisfy all her employees.
 Instead of hiding this fact from the rest of her employees, Martha explained the situation 
and asked them for their suggestions. Their solution was to help her recruit a cook with 
some experience, but one who would not demand so high a salary that their raises would 
be eliminated. All of the employees asked their friends for leads to fill the vacancy. Martha 
called guidance counselors at schools and the state employment service. Within a week, 
Martha had hired Dan, a friend of Harry’s. Lenny, Harry, and all the other employees liked 
him very much, and he worked out well as the third cook. Besides that, employee satisfac-
tion improved all around. Not only could Martha pay Dan what he expected as a beginning 
wage, but all the other employees got a slight increase in pay, too.

57
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   1.     Assume you have just started your own business and are ready to hire some employ-
ees. How could you use the ARDM model to guide your initial HR strategy?  

   2.   The productivity of the workforce is essential for the success of an organization. What 
HRM activ  i  ties and programs can impact productivity?  

   3.   Historically HRM activities were developed and implemented by a department or 
functional unit. T  o  day however, operating managers are often responsible for applying 
and modifying HRM tools and a  c  tivities. Why has this change occurred?  

   4.   What role does education play in the fastest-growing occupations?  

   5.   Why must external environmental forces be considered in the designing an HRM 
program?  

   6.   Explain the reasons why today HRM is playing a larger role in an organization’s strat-
egy than it did 10 years ago.  

   7.   HR processes are designed to acquire, reward, develop, and maintain/protect human 
resources. What are the desirable organizational end results of such processes?  

   8.   Small firms, like large enterprises, must engage in developing clearly stated strategic 
plans. Why?  

   9.   What are the implications for organizations with an aging workforce? Aging 
customers?  

   10.   Was Martha’s leadership style at National Pancake House 827 effective? Why?  

  Questions for 
Review and 
Discussion  

  Objective
  The objective of this exercise is to have students examine in detail the main model used 
for studying HRM.  

  Set Up the Exercise  
  1.   Each student is to individually examine the various parts of Exhibit 2–1. Note the three 

main parts of HRM programs: activities, people, and criteria for effectiveness.  
  2.   Set up groups of four students each. Each student is to take one of the following hypo-

thetical orga  n  izational types: a large manufacturing firm, a medium-sized community 
hospital (350 beds), a gover  n  ment agency such as the Equal Employment Opportunity 
Commission, or a small mom-and-pop d  e  partment store with 10 full-time and 15 part-
time employees.  

  3.   Each student is to develop an analysis of the type of environmental influences, and of 
the HRM activ  i  ties, human characteristics, criteria, and results that pertain to his or her 
type of organization. Thus, each group will have four separate analyses to prepare. The 
analyses should use Exhibit 2–1 as the reference point.  

  EXERCISE 2–1  
  Dissecting the 
  ARDM   Model 
and Its 
Application  

iva29120_ch02_029-063.indd Page 58  12/8/11  4:10 AM user-f462iva29120_ch02_029-063.indd Page 58  12/8/11  4:10 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 2  A Strategic Approach to Human Resource Management  59

  Application Case 2–1  

  Gen Y Rocks the Business World  
  Nearly every businessperson over 35 has done it: sat in her office after a staff meeting 
and—reflecting upon the 25-year-old colleague with two tattoos, a piercing, a near addic-
tion to checking his   Facebook   account with his smart phone, no watch, and a shameless 
propensity for chatting up the boss—wondered, What is with that guy!  
   At once a hipster and a climber, he is all nonchalance and expectation. He is new, he 
is annoying, and he and his female counterparts are invading corporate offices across 
America.  
   Generation Y: Its members are different in many respects, from their upbringing to their 
politics. But it might be their effect on the workplace that makes them truly noteworthy—
more so than other generations of   twentysomethings   that writers have been collectively 
profiling since time immemorial.  
   They’re ambitious, they’re demanding in terms of the boss’s time, and they question 
everything, so if there isn’t a good reason for that long commute or late night, don’t expect 
them to do it. When it comes to loyalty, the companies they work for are last on their list—
behind their families, their friends, their co-workers and, of course, themselves.  
   But there are millions of them. And as the baby boomers begin to retire, triggering a 
well-publicized and feared worker shortage, businesses are realizing that they may have no 
choice but to accommodate these curious   Gen   Y creatures. Especially because if they 
don’t, the creatures will simply go home to their parents, who in all likelihood will 
welcome them back.  
   Some 64 million skilled workers will be able to retire by the end of this decade, accord-
ing to the Co  n  ference Board, and companies will need to go the extra mile to replace them, 
even if it means putting up with some outsized expectations. There is a precedent for this: 
In April 1969,   Fortune   wrote, “Because the demand for their services so greatly exceeds 
the supply, young graduates are in a strong position to dictate terms to their prospec-
tive employers. Young employees are demanding that they be given produ  c  tive tasks to do 
from the first day of work, and that the people they work for notice and react to their 
pe  r  formance.”  
   Those were the early baby boomers, and—with their 1960s sensibility and navel-
gazing—they left their mark on just about every institution they passed through. Now 
come their children, to confound them. The kids—self-absorbed, gregarious, multitasking, 
loud, optimistic, pierced—are exactly what the boomers raised them to be, and now they’re 
being themselves all over the business world.  
   The   workworld   will be different.  

  4.   Students will bring their analyses to a group meeting for discussion and to compare 
similarities and differences.  

   a.   What are the criteria used in the different organizations?  
   b.   What factors affect the end results?  
   c.   What environmental forces are important for the various organizations?  

  A Learning Note  
  This exercise will require individual and group work. It should show that the ARDM model 
(Exhibit 2–1) can be applied to large, medium-sized, and small organizations.  
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   “This is the most high-maintenance workforce in the history of the world,” says Bruce 
  Tulgan  , the founder of leading   generational  -research firm   RainmakerThinking  . “The 
good news is they’re also going to be the most high-performing workforce in the history 
of the world. They walk in with more information in their heads, more information at their 
fingertips—and, sure, they have high expectations, but they have the highest expectations 
first and foremost for themselves.”  
   There is likely to be a cultural clash between the different generations in the workplace. 
The Gener  a  tion Y tribe is offering some startling examples of changes at work. A Beverly 
Hills psychiatrist’s office is an unlikely triage center for the mash-up of generations in the 
workforce. But Dr. Charles   Sophy   is seeing the casualties firsthand. Last year, when 
a 24-year-old salesman at a car dealership didn’t get his yearly bonus because of poor per-
formance, both of his parents showed up at the company’s regional headquarters and sat 
outside the CEO’s office, refusing to leave until they got a meeting. “Security had to come 
and e  s  cort them out,”   Sophy   says.  
   A 22-year-old pharmaceutical employee learned that he was not getting the promotion he 
had been eyeing. His boss told him he needed to work on his weaknesses first. The Harvard 
grad had excelled at everything he had ever done, so he was crushed by the news. He told his 
parents about the performance review, and they were convinced there was some misunder-
standing, some way they could fix it, as they’d been able to fix everything before. His mother 
called the human resources department the next day. Se  v  enteen times. She left increasingly 
frustrated messages: “You’re purposely ignoring us”; “you fudged the evaluation”; “you have 
it in for my son.” She demanded a mediation session with her, her son, his boss, and HR—and 
got it. At one point, the 22-year-old reprimanded the HR rep for being “rude to my mom.”  
   The patients on   Sophy’s   couch aren’t the   twentysomethings   dealing with their first taste 
of failure. Nor are they the “helicopter parents.” They’re the traumatized bosses, as well as 
the 47-year-old woman from HR who has been hassled time and again by her youngest 
workers and their parents. Now the pharmace  u  tical company that employs her has her in 
therapy, and she’s on six-month stress leave.  
   And she’s going to have plenty of company. Managers and their companies will have to 
deal with the 76 million children of baby boomers, born after 1978, who have started pour-
ing into offices across the land. Four generations are being asked to coexist at once: tradi-
tionalists (born before 1945), boomers (born 1946–1964), Generation X (1965–1977), and 
  Gen   Ys. Managers will be challenged to minimize the friction and maximize the assets of 
four distinct sets of work values and styles simultaneously.  
   The generation Ys are disruptive not only because of their size but because of their 
attitudes. Speak to enough intergenerational experts who study such things (and we spoke 
to more than a dozen of them), and you begin to get the picture: Generation Ys aren’t inter-
ested in the financial success that drove the boo  m  ers or the independence that has marked 
the   Gen     Xs  , but in careers that are personalized. They want educational opportunities in 
China and a chance to work in their companies’ R&D departments for six months. “They 
have no expectation that the first place they work will at all be related to their career, so 
they’re willing to move around until they find a place that suits them,” says Dan   Rasmus  , 
who runs a workplace think tank for Microsoft. Thanks to their   overinvolved   boomer par-
ents, this cohort has been coddled and pumped up to believe they can achieve anything. 
Immersion in PCs, video games, e-mail, the Internet, and cell phones for most of their lives 
has changed their thought patterns and may also have a  c  tually changed how their brains 
developed physiologically. These folks want feedback daily, not annually. And in case it’s 
not obvious,   Gen     Ys   are fearless and blunt. If they think they know a better way, they’ll 
tell you, regardless of your title.  
   Meet any of the Generation Ys now embarking on their careers, and this picture comes 
to life. Imp  a  tience with anything that doesn’t lead to learning and advancement? “Nothing 
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infuriates us more than busywork,” says 24-year-old Katie Day, an assistant editor at 
Berkley Publishing, a division of Penguin Group USA. Fearlessness? “I don’t have time 
to be intimidated,” says Anna   Stassen  , a 26-year-old cop  y  writer at the advertising agency 
  Fallon   Worldwide who treats her bosses like “the guys.” “It’s not that I’m disrespectful; it’s 
just a waste of energy to be fearful.” Permanently plugged in and juggling? “I’m constantly 
playing video games, on a call, doing work, and the thing is, all of it gets done, and it gets 
done well,” says Beth   Trippie  , 26, a senior scheduling specialist, aptly enough, at Best 
Buy’s corporate offices who’s also finishing her MBA. “If the results aren’t great, then 
fine; but if not, who cares how it gets done?”  
   Can some of this be chalked up to simple naïveté and   brio  , hallmarks of every genera-
tion in its youth? Sure. But experts believe that this won’t wash away with age. “It’s not a 
case of when they grow up, they’ll see the world differently,” says Joseph Gibbons, re-
search director at the   FutureWork   Institute. “These values don’t change over time.” So if 
companies want to attract, retain, manage, and motivate the next generation of workers, 
they’re going to have to adapt.  

  Discussion Questions  

  1.   What will organizations have to do to adapt to the influx of needed Generation Y 
individuals?  

  2.   Is Generation Y really that different than previous generations that entered the work-
force in large nu  m  bers? Explain.  

  3.   Will Generation Y individuals have to make adjustments in their style, preferences, and 
interests to be successful in their careers?  
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3 
  Chapter  Legal Environment 

of Human Resource 
Management: Equal 
Employment 
Opportunity 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Summarize  the historic context within the United States from which 
equal employment opportunity (EEO) laws emerged. 

 2.  Describe  two major criteria used to determine EEO and affirmative 
action compliance or noncompliance. 

 3.  Explain  what is meant by the term  discrimination . 

 4.  Compare  and contrast several different EEO laws. 

 5.  Outline  how an organization can implement an affirmative action 
program. 
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 HR Challenge 

 Hugo Rodriguez, the director of human resource management at Reliable Insurance, is sitting 
in his office, thinking. The problem is equal employment opportunity. Reliable is a medium-
sized company in Milwaukee that specializes in homeowners, auto, and, to a lesser extent, life 
and health insurance. As is typical of firms of this type, the top-management team members 
are all white, are in their 50s, and have been with the firm all their careers. The composition 
of the workforce is as follows: 

 • Sales representatives—98 percent white males, the rest white females and African 
American males. 

 • Underwriters—98 percent white males, 2 percent white females. 
 • Claims agents—90 percent white males, 8 percent white females, 2 percent African 

American males. 
 • Administrative staff—90 percent white females, 10 percent African American females. 
 • Other administrative personnel, such as computer programmers, marketing staff, and 

security—95 percent white males, 5 percent white females. 

  Reliable is located in an area where at least 35 percent of the labor force is African 
American. 
  Hugo knows that many firms just like Reliable have been ordered to set up affirmative 
action plans. At a recent conference, Reliable’s lawyers devoted much time to discussing 
the laws and recent cases. This had prompted Hugo to visit the company president, 
 Gregory Inness. 
  Gregory, 64 years old and a lawyer by training, did not give Hugo much hope that 
things were going to change at Reliable with regard to equal employment opportunities. 
  It is a few days after the meeting. Hugo has just received a call from a professor at one of 
the local universities. The professor had encouraged Osanna Kenley to apply at Reliable for 
a management trainee position that had been advertised. She had been discouraged by the 
HRM department because, they said, she was a liberal arts major. She’d also been told there 
were no positions. In fact, the company had just hired a white male for a trainee position. 
Somehow she found out about this. 
  The professor informed Hugo that Osanna was going to file a complaint against the firm 
with the Equal Employment Opportunity Commission (EEOC). He suggested that Hugo talk 
with her before she went to the EEOC. In fact, she is on her way over to see Hugo right now. 
  Hugo and Osanna had a pleasant talk, but it is clear that she would like Reliable to be 
open to all applicants, even if she personally does not get a job there. He arranges to see 
Gregory right after Osanna leaves. 

   Hugo   Gregory, remember how I was just talking about equal employment 
 opportunities? Well, we may have a case on our hands. And remember the 
insurance company that just paid out $15 million in back pay and had to 
hire its fair share of minorities as a result? 

   Gregory   Well, maybe we should hire this young woman. That ought to take care of 
the problem, won’t it? 

   Hugo   No, it won’t. We’d better establish minority recruitment, retention, and 
promotion programs now. 

  Hugo then explains the legal details of recent court cases on affirmative action. 

65

 The impact of law on HRM is indicative of the development of all laws governing business 
and societal activities. Today it is common for patients to sue doctors and consumers to sue 
manufacturers of faulty products; children even sue parents for not being supportive and 
nurturing. In 1960, there were about 59,000 civil suits filed in United States  district courts. 
In 2010, there were 282,307 filed which was an increase of 9.2 percent over 2009. 1  
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  Although suits by consumers against manufacturers of defective products account for a 
large proportion of the increased litigation, suits by employees or job candidates against 
employers are increasing rapidly. 2  For example, the U.S. Equal Employment Opportunity 
Commission reported in 2010 that individuals filed a total of 99,922 charges of discrimina-
tion against their employers.3 Therefore, it is in the best interest of the organization for the 
HRM unit to develop policies and procedures that comply with the law. The best way to 
begin studying the relationship between HRM and the law is to devote time and attention 
to  equal employment opportunity (EEO) programs  .  No other regulatory area has 
so thoroughly affected HRM. EEO has implications for almost every activity in HRM: 
 hiring, recruiting, training, terminating, compensating, evaluating, planning, disciplining, 
and collective bargaining. 4  EEO programs are implemented by employers to prevent employ-
ment discrimination in the workplace or to take remedial action to offset employment 
discrimination. 
  EEO cuts across every HRM activity, and this means that HR officials and managers in 
every function of the organization are involved. Top managers must get involved in EEO 
issues and programs to make sure that the organization complies with the law, avoids fines, 
and establishes a discrimination-free workplace. Operating managers must assist by chang-
ing their attitudes about protected-category employees and by helping all employees adjust 
to the changes EEO brings to the workplace. 
  The HR Journal on the preceding page will test your initial understanding of the law 
and various aspects of employment. Try it now before you progress further in the chapter. 

Listed below are several questions that can determine your 
present state of understanding of the law. Try them out 
now and when you complete the chapter look them over 
again. The correct answers are at the end of this chapter.

Yes No  1.  EEO laws provide clear definitions and 
distinctions about what constitutes 
illegal discrimination.

Yes No  2.  If an organization can prove that only 
men can carry out a job’s duties 
(bona fide occupational qualification), 
it precludes someone from suing on 
the grounds of discrimination.

Yes No  3.  A group of men are passing around 
a Playboy magazine that a female 
 employee notices. She files a complaint 
of sexual harassment. Is her complaint 
legitimate?

Yes No  4.  An employer that knowingly hires an 
employee who is undocumented and 
not legally permitted to work in the 
United States can be fined.

Yes No  5.  The definition of a disability has been 
expanded under the recently passed 
ADA Amendments Act?

Yes No  6.  An employer must accept any 
 accommodation an employee 
with a serious religious belief has 
regarding time, date, and place 
of work.

Yes No  7.  Assume that an organization lays off 
only workers who were 40 years or 
older to cut costs. This is a violation 
of the Age Discrimination in 
Employment Act.

Yes No  8.  Requiring employees to speak only 
English to English-only customers is a 
violation of discrimination law.

Yes No  9.  Final court decisions in Title VII cases 
can result in the offending companies 
having to issue back pay, rehire 
former employees, give immediate 
promotions, and create special 
recruitment and training programs.

Yes No 10.  A sales associate who makes demeaning 
comments about female customers to 
co-workers can be charged with 
sexual harassment.

HR Journal Test Are You Aware of the Law?
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 How Did EEO Emerge? 

 The three main factors that led to the development of EEO were (1) changes in societal 
values, (2) the economic status of women and minorities, and (3) the emerging role of 
government regulation. These are briefly discussed in this section. Regulations and laws 
are then discussed more fully in the remaining sections of the chapter. 

 Societal Values and EEO 
 Throughout history, Western society has accepted the principle that people should be re-
warded according to the worth of their contributions. When the United States became a 
nation, that principle was embodied in the American dream: the idea that any individual, 
through hard work, could advance from the most humble origins to the highest station, ac-
cording to the worth of her or his contributions. Such opportunity was everyone’s birth-
right. To this day the American dream, with its emphasis on merit rather than privilege, is 
widely accepted. 
  Another value that has encouraged equal opportunity is the profit motive. Nondiscrimi-
nation makes good business sense. If a company gives opportunities only to white males, it 
cuts itself off from the vast reservoir of human talent made up of women, minorities, and 
individuals with disabilities. Moreover, it adds to such societal problems as poverty, crime, 
high taxes, and civic disorder, which also hurt the business community. 
  Until the early 1960s, it was not unusual for many people, while believing in the American 
dream of rewards based on merit, to also believe that African Americans (and other minori-
ties) had their “place”—a place largely cut off from the rewards that the majority received. 
This apparent contradiction in beliefs was a dilemma, observed as early as in the 1940s by 
the distinguished Swedish economist Gunnar Myrdal in his studies of race relations in the 
United States for the Carnegie Corporation. African Americans were often excluded from 
schools, public accommodations, jobs, and voting; and economic realities for African 
Americans belied the ideals of the American dream. 5  
  The differences between American ideals and American realities lent special signifi-
cance to the civil rights conflict of the 1960s. The conflict is often said to have begun in 
Montgomery, Alabama, on December 1, 1955, when Rosa Parks, an African American 
department store worker in her 50s, was arrested for refusing to give up her bus seat to a 
white man. Out of that single act of protest emerged a previously unthinkable act—a bus 
boycott by African Americans. At the center of the boycott was a loosely knit group called 
the Montgomery Improvement Association, which chose as its leader a young minister 
who was in town, Dr. Martin Luther King, Jr. 
  Demonstrations, marches, and confrontations with the police captured headlines 
throughout the early 1960s. Reports on television included scenes of civil rights demon-
strators being attacked with cattle prods, dogs, and fire hoses. These events shocked the 
public into recognition that infringements of civil rights were a serious social problem 
in the United States. Gradually, overt discrimination declined and recognition of the 
problems faced by minorities grew. The business community shared in this attitude 
change, voluntarily supporting such EEO-related efforts as the National Alliance of 
Businessmen. 
  As Congress turned its attention to civil rights, laws were passed prohibiting dis-
crimination in education, voting, public accommodations, and the administration of 
federal programs, as well as discrimination in employment. The civil rights movement 
was instrumental in raising congressional concern and stimulating the passage of this 
legislation. 
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 Economic Status of Minorities: Before 1964 
 Undeniable economic inequality helped focus national attention on employment as a spe-
cific area of discrimination. Unemployment figures for African Americans were twice as 
high as for whites, and they were higher still among nonwhite youth. While African Ameri-
cans accounted for only 10 percent of the labor force, they represented 20 percent of total 
unemployment and nearly 30 percent of long-term unemployment. Moreover, in 1961, 
only one-half of African American men worked steadily at full-time jobs, as opposed to 
two-thirds of white men. African Americans were three times as likely as whites to work 
less than full time. Similar statistical differences existed for other minorities, such as 
 Hispanics and Native Americans. 6  
  The inequalities are especially striking in the income comparisons between African 
Americans and whites. In 1962, the average family income for African Americans was 
$3,000, compared with nearly $6,000 for whites. More important, the relative position of 
African Americans had been worsening during the preceding 10 years. Family income of 
African Americans was only 52 percent of family income of whites in 1962, but it had been 
57 percent of whites’ family income in 1952. These inequalities could not be attributed 
entirely to differences in education level between African Americans and whites. The aver-
age income of an African American high school graduate was lower than the average in-
come of a white elementary school graduate. 7  

 The Government 
 Organizations spend billions of dollars to comply with federal regulations and direct most 
of the duties associated with compliance to their HR departments. The growing require-
ments of equal employment opportunity laws comprise a large portion of human resource 
managers’ compliance responsibilities. The growth of equal employment opportunity has 
given employees specific rights in their relationship with their employers. Employees’ 
rights were not widely publicized or seen as front-page news prior to the early 1970s. Now 
it seems that a key story appears daily dealing with employees’ rights, equal opportunity, 
or diversity. 

 Equal Employment Opportunity Laws: 
Content and Court Interpretations 

 Title VII of the 1964 Civil Rights Act 8  
 Title VII of the 1964 Civil Rights Act prohibits covered entities from discriminating against 
employees on the basis of race, color, religion, sex, or national origin. The act prohibits 
discrimination with regard to any employment condition including hiring, firing, promo-
tion, transfer, compensation, and training programs. This law also prevents an employer 
from retaliating against an individual who complains about discrimination, or who par-
ticipated in an employment discrimination lawsuit. Entities that Title VII prohibits from 
discriminating include private employers with 15 or more employees; labor organizations 
with 15 or more members; employment agencies; and federal, state, and local government 
employers. Title VII specifically exempts private membership clubs other than labor unions 
and Native American tribes from coverage. Additionally, religious organizations are al-
lowed to base selection decisions on religion in some cases. 

 Discrimination: Current Legal Definitions 
 Because Title VII and other EEO laws have not provided definitions of illegal discrimina-
tion, this task has fallen upon courts. Judges have arrived at definitions by examining the 
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statutes’ legislative history to gain insight into the social problems Congress hoped the 
laws would solve. For Title VII, the history of the civil rights conflict clearly identifies the 
problems: economic inequality and the denial of employment opportunities to minorities. 
In interpreting Title VII and other EEO laws, courts have held that both intentional (dispa-
rate treatment) and unintentional (disparate impact) acts of covered entities may constitute 
illegal employment discriminations. 9  

 Disparate Treatment 
 Intentional discrimination labeled as  disparate treatment  occurs when employers 
 apply different standards or treatment to different groups of employees or applicants based 
upon a protected category (e.g., race, color, religion, sex, national origin). In   McDonnell 
Douglas v. Green,  10  the U.S. Supreme Court set forth a shifting burden-of-proof standard 
for analyzing disparate treatment cases. To prove that intentional discrimination occurred, 
the person filing the suit (plaintiff) must first establish a  prima facie  case proving the 
 following four elements: 

 1. He or she belongs to a protected class; 

 2. He or she applied or was considered for a job for which he or she was qualified; 

 3. He or she suffered an adverse employment action (was not hired, etc.); and 

 4. The position remained open and the employer continued to seek applicants with 
qualifications similar to those of the plaintiff. 

  Although the  McDonnell Douglas  case dealt with employee selection, the  prima facie  
elements can be modified for application to other employment contexts such as termina-
tion, discipline, and compensation. Upon establishing a  prima facie  case, a presumption of 
employment discrimination is created. The burden of proof then shifts to the employer 
(defendant) for rebuttal. The employer may satisfy its burden of proof at this stage by 
 articulating a legitimate nondiscriminatory reason for its actions or by proving that a 
 protected category is a  bona fide occupational qualification (BFOQ)  .  Specifically, 
Title VII states that organizations may hire employees based upon “religion, sex, or 
 national origin in those certain instances where religion, sex, or national origin is a bona 
fide occupational qualification reasonably necessary to the normal operation of that par-
ticular business or enterprise.” 11  
  Courts have applied the BFOQ defense very narrowly. Most of the high-level court 
cases concerning BFOQ indicate that overall, the defense is most likely to be accepted 
when exclusion of a protected group relates to the ability to safely perform a job, 
 particularly when the safety of third parties is at risk. For example, in 2007 the full 
9th U.S. Circuit Court of Appeals reversed an earlier decision that would allow UPS to 
apply a BFOQ defense against all job candidates with hearing impairments who were apply-
ing for driver positions. Instead, the 9th Circuit Court shifted the burden to the applicants 
to prove that they were qualified and capable of driving safely.12 Another example of how 
the courts rejected a company’s BFOQ defense is  International Union, UAW v. Johnson 
Controls, Inc.  13  In this case, the battery manufacturing company implemented a fetal 
protection policy that prohibited fertile female employees from holding positions that 
exposed them to lead. The court held that although lead exposure could endanger the 
health of a fetus, sex or pregnancy in this situation did not interfere with the employees’ 
ability to perform the job. 
  In addition to safety, a BFOQ defense may also be upheld for customer preferences 
in narrow situations related to authenticity (e.g., actors, actresses, models) and privacy 
(bathroom attendants). Generally, however, the courts have rejected companies’ claims of 
BFOQ due to customer preference. For example, in  Diaz v. Pan Am World Airways , 14  sex 
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was not a valid BFOQ for the position of flight attendant. The airline offered the following 
rationale for excluding men from flight attendant positions: 

 • Passengers’ preferences: Surveys showed that passengers preferred women as flight 
attendants. 

 • Psychological needs: A clinical psychologist testified that women, simply because they 
were women, could provide comfort and reassurance to passengers better than men could. 

 • Feasibility: An industrial psychologist testified that sex was the best practical screening 
device in determining whom to hire for the position. 

 Disparate Impact 
  Disparate impact  or unintentional discrimination occurs when a racially neutral employ-
ment practice has the effect of disproportionately excluding a group based upon a protected 
category. The Supreme Court expanded the definition of illegal discrimination in 1971 to 
include disparate impact in the case of  Griggs   v. Duke Power Co.  15  Willie Griggs was an 
applicant for a job as a coal handler at the Duke Power Company. Duke required coal han-
dlers to be high school graduates and receive a satisfactory score on two aptitude tests. 
Griggs claimed that these requirements were unfairly discriminatory in that they resulted 
in a disproportionate number of African Americans being disqualified and were not related 
to the job. In ruling for Griggs, the Supreme Court held that Duke failed to demonstrate 
that the selection criteria were job-related. 
  The concept of disparate impact discrimination was further clarified by subsequent 
 Supreme Court cases and was codified by Congress in the 1991 Civil Rights Act. Title VII, 
as amended by the 1991 Civil Rights Act, states that a disparate impact claim is established 
if the following conditions are met: 

 1. A complaining party demonstrates that a respondent uses a particular employment prac-
tice that causes a disparate impact on the basis of race, color, religion, sex, or national 
origin; and either 

 2. The respondent fails to demonstrate that the challenged practice is job related for the 
position in question and consistent with business necessity; or 

 3. The respondent refuses to adopt an alternative employment practice. 16  

  To demonstrate disparate impact under condition (1) above, a plaintiff must identify a 
specific employment practice when possible to separate the employer’s practices, and show 
that it results in a significantly higher percentage of a protected group in the available 
population being rejected for employment, placement, or promotion. One method of evalu-
ating whether such a disparity exists is called the  four-fifths rule  .  17  This rule states that 
discrimination typically occurs if the selection rate for one group is less than 80 percent of 
the selection rate for another group. 
  Applying the four-fifths rule would involve the following: 

 1. First calculate the hiring rates for the groups 
  a. Majority pool (white candidates) is 90 individuals. 
  b. Minority pool (Asian American candidates) is 20 individuals. 
  c. The majority individuals hired based on a series of selection tests is 60. 
  d. The minority individuals hired based on the series of selection tests is 5. 

  The majority group hiring rate is 60/90 or 66.7 percent. The minority group hiring rate 
is 5/20 or 25 percent. Using the four-fifths rule 

25% minority rate 

66.67% minority rate
5 37.2%
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  Since 37.2 percent is less than 80 percent it would be considered that the test series had an 
adverse impact on the minority candidates. The four-fifths rule is used as a general rule of 
thumb in determining by the EEOC if there is a disparate impact in a particular situation. 
  If a plaintiff proves that a disparate impact exists, an organization may then defend its 
employment practices by showing validation or business necessity. The EEOC’s Uniform 
Guidelines on Employee Selection Procedures provides a detailed description of test vali-
dation. Specific validation methods are discussed further in Chapter 8. If the defendant 
successfully demonstrates business necessity, the plaintiff may prevail by proving that the 
defendant refused to adopt an alternative practice that is equally valid but causes less ad-
verse impact. This condition was introduced by the Supreme Court in  Albermarle   Paper 
Co .  v. Moody , 18  stating that a plaintiff may demonstrate that an employers’ test is a pretext 
for discrimination by showing “that other tests or selection devices, without a similarly 
undesirable racial effect, would also serve the employer’s legitimate interest in efficient 
and trustworthy workmanship.” 19  The Supreme Court noted in  Watson v. Fort Worth Bank 
and Trust  20  that cost, burdens, and effectiveness are factors that may be used to evaluate 
alternative practices. 

 Retaliation 
 Title VII as well as other federal legislation including the Age Discrimination in Employ-
ment Act (ADEA), the Americans with Disabilities Act (ADA), and the Equal Pay Act 
(EPA) prohibit  retaliation  against employees who oppose discriminatory practices or 
 participate in a protected investigation, proceeding, or hearing. Retaliation claims filed 
with the EEOC have risen significantly over the past two decades increasing from 7,900 in 
1991 to nearly 31,000 in 2010. 21  These claims can be quite costly since employees may 
seek compensatory and punitive damages for organizations’ retaliatory actions. The EEOC 
recently issued guidance in a compliance manual which outlines the three essential ele-
ments of a retaliation claim: protected employee activity, adverse action by an organiza-
tion, and a causal connection between the protected activity and adverse action. 22  
  Employee activities that are considered protected include opposition to discrimination 
and participation in a protected proceeding. Opposition is protected if the employee’s man-
ner of opposition is reasonable and if the employee has a reasonable good faith belief that 
the opposed employment practice was discriminatory. According to the EEOC, the follow-
ing are examples of protected opposition: 

 • Threatening to file a charge or other formal complaint alleging discrimination; 

 • Complaining to anyone about alleged discrimination against oneself or others; 

 • Refusing to obey an order because of a reasonable belief that it is discriminatory; and 

 • Requesting a reasonable accommodation for a disability or religion. 

  Protected participation activities include “filing a charge, testifying, assisting, or partici-
pating in any manner in an investigation, proceeding, or hearing” 23  under Title VII, ADEA, 
ADA, and EPA. These activities are protected regardless of whether underlying discrimi-
nation claims are valid. Notably, employees are protected against retaliation for participa-
tion activities involving claims against current as well as former employers. 
  Adverse employment actions that may be considered retaliatory include the following: 
termination, denial of promotion, denial of job benefits, refusal to hire, demotion, suspen-
sion, threats, reprimands, negative evaluations, harassment, and limited access to internal 
complaint or grievance procedures. In 2006, the Supreme Court heard the Burlington 
Northern v. White case in which an employee, Sheila White, claimed that she was the target 
of retaliation after she complained that her supervisor engaged in sexual harassment. 24  While 
her title and pay were left untouched, White was transferred to a less desirable job after her 
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supervisor was suspended for 10 days. 25  This ruling had the effect of broadening the defini-
tion of retaliation against those who raise their voices against discriminatory practices. 
  Both direct and circumstantial evidence may be used to prove that a causal connection 
exists between adverse employment actions and protected employee activities. Direct 
 evidence typically consists of written or oral statements expressing a retaliatory motive. 
Circumstantially, a causal connection may be inferred if “the adverse action occurred 
shortly after the protected activity, and the person who undertook the adverse action was 
aware of the complainant’s protected activity before taking the action.” 26  

 Title VII and Sexual Harassment 
 The well-publicized sexual harassment allegations made by Anita Hill against Clarence 
Thomas during Thomas’s Supreme Court nomination hearings and sexual harassment 
charges by a female naval officer against the Tailhook Association caught the attention of 
the nation in the early 1990s. Enforcement statistics provided by the EEOC indicate that 
since this time, sexual harassment claims filed with the agency have increased, rising from 
10,532 in 1992 to 11,717 in 2010. 27  Over the past 10 years, there has been an increase in 
the percentage of males filing sexual harassment claims from 13.6 percent in 2000 to 
16.4 percent in 2010.28 In pursuing sexual harassment claims, the EEOC has reached some 
high-profile multimillion-dollar settlements. In 2010, ABM Industries settled an EEOC 
sexual harassment lawsuit on behalf of 21 Hispanic female employees for $5.8 million. 29  
In 2003, soap-maker Dial Corporation paid $10 million to settle a sexual harassment law-
suit filed on behalf of 90 female employees at the firm’s Aurora, Illinois, plant. 30  
     Sexual harassment  is considered a form of sex discrimination under  Title VII of the 
Civil Rights Act of 1964  and is actionable when it occurs between same as well as 
opposite, sex individuals. There are two forms of sexual harassment,  quid pro quo  and  hostile 
work environment . Quid pro quo harassment is the exchange of sexual favors for job ben-
efits (e.g., the promise of a salary increase for a private dinner date), while hostile work 
environment is the creation of an offensive working environment. 

 Quid Pro Quo 
 According to the EEOC, employers are always liable for quid pro quo sexual harassment 
because a supervisor’s acts involving tangible job detriments are viewed as acts of the em-
ployer. 31  The following five elements, provided in  Pease   v.   Alford   Photo Industries, Inc.,  32  
must exist for the plaintiff to successfully prove quid pro quo harassment: 

 1. Plaintiff is a member of a protected class; 

 2. Plaintiff was subjected to unwelcome sexual harassment in the form of sexual advances or 
requests for sexual favors from a supervisor or individual with authority over the plaintiff; 

 3. Harassment complained of was based on sex; 

 4. Submission to the unwelcome advances was an express or implied condition for receiving 
some form of job benefits, or refusal to submit to sexual demands resulted in a tangible 
job detriment; and 

 5. Employer knew or should have known of the harassment. 

 Hostile Work Environment 
 Hostile work environment as a form of sexual harassment was first recognized by the U.S. 
Supreme Court in the case of  Meritor   Savings Bank v. Vinson.  33  In this case, the Supreme 
Court held that Title VII does not require a tangible job detriment for sexual harassment to 
be actionable, stating that unwelcome conduct constituting hostile work environment 
 harassment must be “sufficiently severe or pervasive to alter the conditions of the victim’s 
employment and create an abusive working environment.” Examples of such conduct may 
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include making sexually oriented jokes or comments, displaying sexually oriented calen-
dars or posters, and touching of a sexual nature. 
  The distinction between hostile work environment and quid pro quo sexual harassment is 
important for determining employer liability. Employers can be liable for hostile work envi-
ronment harassment caused by a supervisor, other employees, or by third parties (e.g., cus-
tomers and vendors) if the employer knew or should have known of the harassing conduct 
and failed to take appropriate corrective action. 34  Generally, an employer may fulfill its duty 
to prevent or remedy hostile work environment harassment by developing an antiharassment 
policy, promptly and thoroughly investigating harassment allegations, and properly disci-
plining offenders. 35  As the HR Journal discusses, some employers have gone so far as imple-
menting “love contracts” to protect themselves from the fallout of romances at the office. 

While some organizations attempt to prohibit any ro-
mantic or sexual involvement between its employees, 
many employers feel such a stance is futile because of-
fice romances are inevitable and will occur anyway. For 
many people, the workplace is where they spend the 
majority of their time and thus, are likely to develop re-
lationships. A 2011 Office Romance Survey by Vault sup-
ports this position by reporting that 59 percent of 
respondents have engaged in office romances; and the 
majority of these individuals described their office rela-
tionships as “serious” and “long-term.”
 What are some of the concerns regarding office ro-
mances? While many office romances are kept private 
and do not create any problems, there are also those 
relationships that can lead to lower morale among the 
noninvolved co-workers, a loss of focus on key organiza-
tional goals and objectives, and the potential for sexual 
harassment. When employees see that the manager’s 
new boyfriend or girlfriend receives an unexpected pro-
motion (without having the necessary experience and 
skill set), then morale among the noninvolved employ-
ees can plummet. During this era of hypercompetition 
where every employee needs to bring his or her A-game, 
a distracted leader at work who has begun to take long 
lunches and leave early a few days a week can have neg-
ative effects on the organization’s ability to reach its 
goals and objectives. And, after a “bad break-up” be-
tween a subordinate and a supervisor, harassment can 
occur if the subordinate is treated unfairly (e.g., de-
moted or transferred to a less desirable job) or is sud-
denly terminated for “poor performance” or some other 
falsified reason. Responding to claims of sexual harass-
ment can be costly in many ways: legal fees, time to 
prepare and document a defense, damaged reputation 
to the organization, and the stress and humiliation in-
flicted on the victim of the harassment.
 What can be done to decrease the risk of sexual 
 harassment and other potentially negative fallout from 

office romances? Some legal experts recommend that the 
two employees, soon after commencing their romantic 
relationship, sign a “consensual relationship agreement” 
(commonly referred to as a “love contract”). These agree-
ments typically include the following elements:

• The dating employees agree that the relationship is 
consensual;

• What the dating employees will do if the relationship 
stops being consensual;

• That the dating employees are familiar with the orga-
nization’s policies on sexual harassment; and

• That the dating parties understand what will happen 
if they fail to follow the sexual harassment policies.

 While there are many supporters of these love con-
tracts who believe these agreements will keep relation-
ships more transparent and thus, keep the workplace 
more professional and civil, there are also many detrac-
tors who don’t think the HR department should have to 
keep track of employees’ office romances. Also, some 
argue that even with such a contract in place, there will 
still be those employees who ignore it and try to keep 
their office romances private.
 What’s the bottom line? HR managers and employers 
should carefully weigh the amount of damage that of-
fice romances are having at their particular organization 
and then consider consulting with legal experts who 
have experience in developing policies that mitigate the 
risk associated with “relationships gone bad” at work.

Sources: Spencer Morgan (September 20, 2010), “Why Office 
Romance Is on the Wane,” Bloomberg Businessweek p. 1; Liz 
Wolgemuth (August 13, 2010), “Why Office Dating May Be More 
Dangerous in This Economy,” U.S. News & World Report Online 
(http://money.usnews.com/money accessed on April 19, 2011); 
Kathryn Tyler (February 2008), “Sign in the Name of Love,” HR 
 Magazine, Vol. 53, Iss. 2, pp. 41–44; http://www.vault.com 
 (accessed on April 19, 2011); Patti Waldmeir (May 16, 2007), 
“Sex, Work and the Wolfowitz Effect,” Financial Times, p. 12.

HR Journal Office Romances: Is a Love Contract Necessary?
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 Court Decisions 
 A number of U.S. Supreme Court decisions have highlighted the importance of effective 
human resource policies prohibiting sexual harassment in the workplace. Employers must 
be concerned about and take appropriate action against sexual harassment. In the cases of 
 Faragher   v. City of Boca Raton  and  Burlington Industries v. Ellerth , 36  both decided in 
1998, the Supreme Court held that employers are vicariously liable for sexual harassment 
by a supervisor who has authority over the harassed employee. Also in 1998, the Supreme 
Court ruled in the  Oncale   v. Sundowner Offshore Services  case that same-sex harassment 
was illegal under the Civil Rights Act.37 The court also established the following two-part 
affirmative defense that employers may assert if the harassment resulted in no tangible 
loss:  (a)  the employer exercised reasonable care to prevent and correct promptly any sexu-
ally harassing behavior and  (b)  the plaintiff employee unreasonably failed to take advan-
tage of any preventive or corrective opportunities provided by the employer or to avoid 
harm otherwise. This defense is not available to employers if the employee failed to com-
plain due to a reasonable fear of retaliation. 
  In light of these decisions, it is now critical for organizations to update and strengthen 
their antiharassment policies to include the following components: 

 • Specific definitions and prohibition of sexual harassment; 

 • Strong prohibitions of retaliation for reporting allegations of harassment; 

 • Multiple channels for making complaints; 

 • Assurances of prompt investigations and appropriate remedial actions; 

 • Provisions for confidentiality and privacy. 38  

 Title VII and Pregnancy Discrimination 
 The  Pregnancy Discrimination Act of 1978  39  amended Title VII to protect pregnant 
women from employment discrimination. The act prohibits employers from discrimination 
in providing benefits such as vacation time, sick leave, and health insurance. Employers 
must allow women to work until their pregnancy results in physical disability that inter-
feres with their job performance and is the same level of disability that would cause work-
ers with other medical problems to have to stop working. Employers must also allow 
employees to return to work after childbirth on the same basis as for other disabilities. 

 Title VII and Religious Minorities 
 The number of religious discrimination cases filed with the EEOC has been increasing in re-
cent years. In 2010 alone, the agency received 3,790 religion-based claims compared to 1,709 
claims in 1997.40 The focus of religious discrimination cases has been on hours of work and 
working conditions. The cases largely concern employers telling employees to work on days 
or at times that conflict with their religious beliefs—at regular times or on overtime. For ex-
ample, employees who are Orthodox Jews, Seventh-day Adventists, or members of the World-
wide Church of God cannot work from sunset Friday through sundown Saturday. Although it 
is still lower than it was in the 1950s, religious participation has been steadily increasing since 
1987, and policies on religion in the workplace are becoming quite common. 
  Walmart reached a settlement with an employee who claimed that he was forced to quit 
his job after refusing to work on Sunday, his Sabbath. 41  The case settlement was startling 
in that Walmart agreed to 

 • Provide training on discrimination at a meeting of all Walmart managers and give man-
agers a handout that specifically addressed religious discrimination. 

 • Send 30 to 40 regional trainers into Walmart stores to train assistant managers, support-
team managers, and hourly supervisors on discrimination laws and employees’ rights to 
have their religious beliefs reasonably accommodated. 
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 • Prepare a training manual on the topic of scheduling and staffing to be used in the com-
pany’s computer-based learning program. 

 Title VII and “English-Only” Rules 
 A rising number of organizations are implementing “English-only” rules, requiring em-
ployees to exclusively speak English in the workplace. Organizations supporting English-
only rules claim that they are needed to promote harmony among employees, effective 
communication and supervision, and safe working conditions. 42  When applied too broadly, 
however, these rules create controversy among employees and may result in claims of na-
tional origin discrimination. 
  The EEOC’s Guidelines on Discrimination Because of National Origin presume that 
 English-only rules violate Title VII unless justified by a business necessity such as safety 
considerations. 43  In 2009, the EEOC announced a settlement with the Royalwood Care Center 
in Torrance, California, for allegedly enforcing an English-only policy with Spanish-speaking 
employees at facilities in California, and Texas. The lawsuit claimed that the policy was not 
enforced with the company’s Philippine nurses who spoke Tagalog. 44  Federal courts, however, 
have not consistently adopted this perspective. For example, Spun Steak implemented an 
 English-only rule after some workers complained that they were being harassed and insulted 
in a language they could not understand. The rule allowed bilingual employees to speak 
 Spanish during breaks and lunch periods but urged them not to use their fluency in other lan-
guages to humiliate co-workers. The 9th Circuit Court upheld Spun Steak’s rule, finding that 
the plaintiffs, whose spoken language was a matter of choice, were unable to prove a disparate 
impact on the terms, conditions, or privileges of employment of a protected class. 45  

 Civil Rights Act of 1991 46  
 On November 21, 1991, the  Civil Rights Act of 1991 (CRA 1991)  became law, amend-
ing Title VII. The legislative history of the act indicated that Congress wished to provide 
additional remedies to deter harassment and intentional employment discrimination, to 
codify some disparate impact discrimination concepts, and to expand the scope of existing 
EEO statutes. The major provisions of CRA 1991 are summarized below: 

 • Allows plaintiffs to seek compensatory and punitive damages when an organization 
engages in intentional discrimination with malice or reckless indifference. 

 • Allows plaintiffs to demand a jury trial for claims involving intentional discrimination. 

 • Codified disparate impact concepts in accordance with the law prior to  Wards Cove 
Packing Co .  v. Antonio , 47  reversing the Supreme Court’s decision in that case. 

 • Prohibited adjusting test scores or using different cutoff scores on the basis of a pro-
tected category. 

 • Clarified the concept of mixed motive in disparate treatment cases, stating that when a 
plaintiff proves intentional discrimination but the respondent proves that it would have 
taken the same action for a legitimate reason, the plaintiff may recover only declaratory 
and injunctive relief, and attorney’s fees. 

 • Extended the coverage of Title VII and the ADA to U.S. citizens employed by covered 
entities operating in foreign countries. 

 • Charged the EEOC with the tasks of providing technical assistance training, education, 
and outreach. 

 • Expanded the coverage of Title VII to the House of Representatives and agencies of the 
legislative branch. 

 • Encouraged the use of alternative dispute resolution including negotiation, facilitation, 
mediation, fact-finding minitrials, and arbitration to resolve employment discrimination 
disputes. 
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 Executive Order 11246 (1965) 48  
 Executive Order 11246, issued by President Lyndon B. Johnson in 1965, prohibits employ-
ment discrimination on the basis of race, color, religion, sex, or national origin by federal 
contractors, subcontractors, and federally assisted construction contracts. While Executive 
Order 11246 prohibits the same actions as Title VII does, it carries the additional require-
ment that contractors must develop a written plan of affirmative action and establish nu-
merical goals and timetables to achieve integration and equal opportunity. 

 Equal Pay Act of 1963 49  
 Congress passed the  Equal Pay Act (EPA)  as an amendment to the Fair Labor Standards 
Act to eliminate differences in pay between men and women performing the same work in 
organizations. The EPA states: 

 No employer having employees subject to any provisions of this section shall discriminate, 
within any establishment in which such employees are employed, between employees on the 
basis of sex by paying wages to employees in such establishment at a rate less than the rate at 
which he pays wages to employees of the opposite sex in such establishment for equal work 
on jobs the performance of which requires equal skill, effort, and responsibility, and which are 
performed under similar working conditions, except where such payment is made pursuant to 
(i) a seniority system; (ii) a merit system; (iii) a system which measures earnings by quantity 
or quality of production; or (iv) a differential based on any other factor other than sex. 

 Age Discrimination in Employment Act (ADEA) of 1967 50  
 The ADEA protects individuals 40 years of age and older from employment discrimination 
based upon their age. In 2010, the EEOC received 23,264 charges of age discrimination, re-
solved 24,800 cases, and recovered $94 million in monetary benefits for charging parties.51 The 
act covers the actions of private employers with 20 or more employees, employment agencies, 
labor organizations with at least 25 members, as well as federal, state, and local governments. 
As in Title VII, Native American tribes are exempt from coverage. Proving disparate treatment 
claims of age discrimination parallels the process described for Title VII claims. While age 
discrimination cases have been difficult for plaintiffs to win in the past, a recent Supreme Court 
ruling will help increase the chances of plaintiffs prevailing in court. In 2008, the Supreme 
Court ruled in  Meacham   v. Atomic Power  that the burden of proof is on employers to prove that 
their decisions with employees aged 40 or over were based on “factors other than age.”52 
  Reductions in force (RIFs) associated with organizational downsizing has emerged as a 
major issue in age discrimination cases. Financial concerns underlying downsizing tend to 
result in the termination of higher paid employees who often are the more experienced, 
older workers. Plaintiffs may defend the termination of protected employees with legiti-
mate reasons other than age such as performance. However, employees may overcome this 
defense by demonstrating that the stated reason was a pretext for discrimination. This was 
displayed in the case of  Brown v. Delaware and Hudson Railway Co . 53  
  Delaware and Hudson Railway Co. was sold to Canadian Pacific Railroad, at which 
time the plaintiffs were terminated. A month later, Canadian Pacific set up a sales and mar-
keting department and hired nine people, all of whom were younger than the plaintiffs. 
Four months later, Delaware and Hudson bought the company back, kept the sales and 
marketing unit, and did not hire any of the plaintiffs. The court ruled that age discrimina-
tion had occurred because: 

 • The railroad hired younger, less experienced workers with qualifications that were not 
superior to those of the plaintiffs. 

 • The railroad did not consider any of the plaintiffs for the new department, despite the com-
pany’s knowledge that the plaintiffs had training and experience in sales and marketing. 
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 • Canadian Pacific never reviewed the plaintiffs’ résumés, because of their ages. 

 • Canadian Pacific did not offer a job in the sales and marketing department to anyone 
over the age of 50. 

 • The plaintiffs’ ages were discussed at company meetings prior to their termination. 

  A number of barriers face older workers in many organizations. Some are a matter of 
company economics, others a matter of management attitudes and stereotypes. 54  The eco-
nomic reasons include the added expense of funding pensions for older workers and the 
increased premiums necessary for health and life insurance plans. The attitude problems 
are more difficult to pin down. Perhaps some managers feel that older workers lose their 
faculties, becoming less effective on the job. There are, however, advantages to hiring older 
workers: lower turnover, greater consciousness of safety, longer work experience, more 
maturity, and more loyalty to the enterprises. 55  McDonald’s capitalizes on these advantages 
and actively recruits older workers. The firm decided to permit older workers to proceed at 
their own pace, provide them with experts they can consult with, and then get out of their 
way and let them work. 56  McDonald’s is very satisfied with the older workers’ productiv-
ity, attendance, and attitudes. 

 Americans with Disabilities Act (ADA) of 1990 57  
 The legislative history of the ADA indicates that prior to its passage, over 43 million 
Americans had one or more physical or mental disabilities and that the number of Americans 
with disabilities would increase as our population aged. Findings of Congress further indi-
cated that society had historically isolated the disabled and that individuals with disabilities 
continue to experience discrimination, often without legal recourse. Title I of the ADA was 
passed to protect individuals with disabilities from discrimination in the workplace. 

 Covered Entities and Protected Individuals 
 The ADA prohibits discrimination against qualified individuals with disabilities on the 
basis of those disabilities “in regard to job application procedures, the hiring, advance-
ment, or discharge of employees, employee compensation, job training, and other terms, 
conditions, and privileges of employment” by private-sector employers with 15 or more 
employees, state and local government employers, and the U.S. Congress. Additional re-
quirements for federal government employers as well as contractors with federal contracts 
exceeding 2,500 are contained in the  Rehabilitation Act of 1973  ,  58  which was the first 
major piece of federal legislation prohibiting disability discrimination. Both the Rehabili-
tation Act and the ADA define an individual with a disability as someone who: 

 1. Has a physical or mental impairment that substantially limits one or more of the major 
life activities; 

 2. Has a record of such an impairment; or 

 3. Is regarded as having such an impairment. 

  Examples of physical impairments that courts have considered to be disabilities are visual 
and hearing impairments, cancer, and HIV/AIDS. 59  Mental impairments may include major 
depression, bipolar disorder, anxiety disorders, schizophrenia, and personality disorders. 60  

 Reasonable Accommodations 
 The ADA states that employers must make reasonable accommodations for the known dis-
abilities of a qualified individual with a disability. A qualified individual with a disability 
is an individual with a disability who, with or without reasonable accommodation, can 
perform the essential functions of a job. Organizations are not required to make disability 
accommodations if doing so would create undue hardship for the employer. 
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  According to the act, reasonable accommodations may include making existing facili-
ties accessible, restructuring jobs, modifying work schedules, reassigning employees, and 
providing readers or interpreters. Research indicates that more than 50 percent of these ac-
commodations may cost employers virtually nothing while about 30 percent may cost less 
than $500. 61  The cost of providing accommodations is one factor in making individualized 
determinations regarding whether an undue hardship exists. Other factors include finan-
cial resources of the facility and of the employer, number of employees, effects of expenses 
and resources, the impact of accommodations on operations, and type of operation of the 
employer including the composition, structure, and functions of the workforce. 

 Americans with Disabilities Act Amendments Act ADAAA of 2008 
 In 2008, the  Americans with Disabilities Act Amendments Act (ADAAA)  was signed 
into law to update the original ADA. 62  This recent law made several modifications to the 
way in which the definition of disability is interpreted and in so doing overturned previous 
Supreme Court verdicts for being too narrow in their interpretation of what constitutes a 
disability. The new ADAAA still uses the core definition from the ADA of 1990, that de-
fines a disability as a physical or mental impairment that substantially limits one or more 
of the major life activities, has a record of such impairment, or is regarded as having such 
an impairment. However, the ADAAA changes the way in which several of these original 
terms are interpreted. 
  A sample of key changes found in the ADAAA of 2008 includes the following  :63 

 • Expanded definition of major life activities: “caring for oneself, performing manual 
tasks, seeing, hearing, eating, sleeping, walking, standing, lifting, bending, speaking, 
breathing, learning, reading, concentrating, thinking, communicating, sitting, reaching, 
interacting with others, and working.” 

 • Major bodily functions added: “immune system, normal cell growth, digestive, bowel, 
bladder, neurological, brain, respiratory, circulatory, and reproductive systems” among 
others. 

 • Excludes consideration of mitigating measures: “positive effects of mitigating mea-
sures (except for eyeglasses or contact lenses) are ignored in determining whether an 
impairment is substantially limiting.” For example, an employee who takes medication 
to control hypertension could be classified as impaired under certain circumstances un-
der the ADAAA. 

 • Reoccurring health issues: “An impairment that is ‘episodic’ or ‘in remission’ is a dis-
ability if it would substantially limit a major life activity when active.” Examples in-
clude epilepsy, hyptertension, multiple sclerosis, asthma, major depression, bipolar 
disorder, schizophrenia, and cancer. 

  A major implication of the ADAAA of 2008 for employers is that more employee health 
issues will be classified as disabilities. This will mean that this new law will cover a larger 
number of employees. This broader coverage will require HRM professionals and operat-
ing managers to both understand the expanding nature of the definition of disabilities and 
to comply with this new law in terms of making reasonable accommodations for those 
employees who have disabilities. 64  

 State Laws 
 Virtually every state also has some form of equal employment law. 65  In 41 states, plus the 
District of Columbia and Puerto Rico, there are comprehensive “fair employment” laws 
similar to Title VII. In fact, some of these state laws antedate Title VII. If a state’s law is 
strong enough, charges of discrimination brought under Title VII are turned over by the 
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federal government to the state fair employment practices agency, which has the first 
chance at investigating. 

 Enforcing the Law 

 Most laws regarding discrimination in employment provide enforcement agencies that is-
sue the regulations that affect HR administrators directly. The units of government most 
responsible for enforcing the regulations considered in this chapter are the  Equal 
 Employment Opportunity Commission (EEOC)  ,  which enforces Title VII, the Civil 
Rights Act of 1991, the Equal Pay Act, the Age Discrimination in Employment Act, and 
the Americans with Disabilities Act; and the Office of Federal Contract Compliance Pro-
grams (OFCCP), which enforces Executive Order 11246. Federal courts play the role of 
enforcing and interpreting EEO laws. HRM and operating managers alike should under-
stand major EEO laws that have been in place for several years as well as those laws and 
legislation that have recently emerged. The Your Career Matters provides a sample of 
 recent laws and legislation that have major implications for HRM practices and policies. 

 Equal Employment Opportunity Commission (EEOC) 66  
 Title VII originally gave EEOC the rather limited powers of resolving charges of discrimi-
nation and interpreting the meaning of Title VII. Later, in 1972, Congress gave EEOC the 
power to bring lawsuits against employers in the federal courts, but the agency still does 
not have the power to issue directly enforceable orders, as many other federal agencies 
have. Thus, EEOC cannot order an employer to discontinue a discriminatory practice, nor 
can it direct an employer to give back pay to victims of discrimination. However, the 
EEOC has won on these issues in out-of-court settlements, and it has made effective use of 
the limited powers it does have. 
  EEOC has the power to: 

 1. Require employers to report employment statistics. Typically, they do so by completing 
a form called EEO-1 each year (see Exhibit 3–1). 

 2. Process charges of discrimination, as follows: 

  • Preinvestigation division interviews the complainants. 

 •  Investigation division collects facts from all parties concerned. 

  •  If there seems to be substance to the charge, the EEOC tries to work out an out-of-
court settlement through conciliation. 

  • If conciliation fails, the EEOC can sue the employer. 

  The complaint processing steps involving the EEOC are presented in Exhibit 3–1. The 
specific steps in the process must occur within the following time limit: Any person has 
180 days from the occurrences of the discriminatory act to file a charge with the EEOC or 
with the state or local EEO agency. 
  Is the EEOC effective? In its fiscal year 2010, the EEOC resolved 104,999 claims in its 
caseload, received 99,922 new charges, and won $319.4 million in monetary benefits for 
charging parties. 67  However, a backlog of cases remains. The agency implemented a media-
tion program as an alternative to the more time-consuming traditional investigative process. 68  
The mediation program began in 1991 with a pilot test in the agency’s Philadelphia, New 
Orleans, Houston, and Washington, D.C. field offices. The success of this pilot program led to 
the establishment of an Alternative Dispute Resolution (ADR) task force which recommended 
full implementation of the program in 1994. Today, each district office has a mediation pro-
gram in place that utilizes a combination of both internal and external mediation. 
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Effective HRM and operating managers need to stay in-
formed about recent laws and pending legislation that 
can impact how they manage their people in the work-
place. A sample of such laws and legislation include:

1. Patient Protection and Affordable Care Act of 2010 An 
expansive and complex law that has several provi-
sions that will impact employers in many ways as 
they are phased in over the next several years, in-
cluding employers with 50 or more employees who 
do not offer health insurance plans will pay $2,000 
annually per full-time employee; organizations with 
200 or more employees will automatically enroll em-
ployees in the health insurance plan; health insur-
ance plans cannot include lifetime limits on benefits 
and exclusions on preexisting conditions; and 
 employers have to provide coverage for dependent 
children (married or unmarried) until the age of 26.

  Given the complexity of the PPACA, several gov-
ernmental agencies—the Internal Revenue Service, 
the Department of Health and Human Services, the 
Treasury Department, and the Department of Labor— 
have been assigned the challenging task of drafting 
regulations to clarify this law’s many provisions.

2. Genetic Information Nondiscrimination Act of 2008 
This law prohibits illegal discrimination against em-
ployees or applicants based on their genetic informa-
tion. Genetic information refers to information about 
an individual’s genetic tests, the genetic tests of fam-
ily members, and information about a disease or dis-
order from an individual’s family medical history. 
Employers cannot use this information to make any 
employment-related decisions (e.g., hiring, compen-
sation, layoffs, promotions, etc.).

  Under GINA, employers are prohibited from re-
taliating against individuals who file a discrimination 
charge. Also, the law mandates that employees’ 
 genetic information be kept confidential and in a 
separate medical file.

3. Family and Medical Leave Act of 1993 This law permits 
employees to take up to 12 weeks of unpaid leave for 
the childbirth, adoption, or illness of the employee or 
family member. The FMLA was amended in 2008 
and 2009 to provide coverage for employees whose 
family members serve in the military or who sustain 
injuries while on active duty. Family members of veter-
ans who are injured in active duty are able to use up to 
26 weeks of unpaid leave for up to five years after the 
injured veteran leaves the service.

4. Dukes v. Walmart Stores, Inc. Begun in 1998, this class 
action lawsuit charges that Walmart systematically 
 discriminated against women in pay and promotion 

decisions. The lawsuit, which represents approximately 
1.5 million current and former female employees, was 
recently heard by the U.S. Supreme Court. The Court 
was asked to rule not on whether discrimination 
against women took place, but whether the plaintiffs 
could sue the company as a group. In June 2011, the 
Supreme Court ruled against certifying the large group 
of current and former female employees as a class ac-
tion. The Court’s majority opinion stated that the plain-
tiffs did not prove that there was a single identifiable 
policy (e.g., unfair promotion policy) that created ad-
verse impact against women. The argument made by 
the plaintiffs’ attorneys that a “culture of discrimina-
tion” was not sufficient to convince the Supreme Court 
justices. The ruling means that the plaintiffs will be re-
quired to bring their discrimination lawsuits against 
Walmart forward on a case-by-case basis.

  The outcome of the Walmart case has some impor-
tant implications for employees and employers. First, 
more pressure is on the plaintiffs of large class action 
lawsuits to prove that all members of the class suffered 
the “same wrong” or discriminatory employment policy 
(e.g., lower pay, unfair promotion practices, etc.) from 
their employer. Second, the ruling may lead to smaller, 
more well-defined class  actions against employers. 
Third, given the potential consequences of losing such 
a large class action lawsuit, employers will continue to 
monitor court rulings such as this one. It is not surpris-
ing that some 20  companies had come to Walmart’s 
defense and filed briefs in defense of the company, in-
cluding UPS,  General Electric, DuPont, and Intel.

 In sum, managers can enhance their career prospects 
by staying informed of the ever-changing legal land-
scape that affects how employees are treated in the 
workplace.

Sources: Adapted from “Walmart and Class-Action Lawsuits: 
A Supreme Court Ruling Worth Checking Out” (http://www.
economist.com accessed on June 25, 2011); Julie K. Stapel 
(March 2011), “Overview of Regulations and Other Develop-
ments Regarding PPACA’s Employer-Sponsored Group Health 
Plan Provisions,” Employee Benefit Plan Review, Vol. 65, Iss. 9, 
pp. 21–24; Barney Jopson and Matt Kennard (March 30, 2011), 
“Walmart Counters Claim of Sexual Inequity,” Financial Times, 
p. 8; “The Dukes of Business Hazard” (February 17, 2011), 
The Wall Street Journal, p. A18; Allen Smith (September 2010), 
“Leave to Care for Adult Children Expanded,” HR Magazine, 
Vol. 55, Iss. 9, p. 16; “Wal-Mart Seeks Review of Gender Case” 
(August 25, 2010), The Wall Street Journal Online (accessed on 
April 23, 2011); Kathryn Tyler (September 2010), “Health Care 
Reform Now: First Things First,” HR Magazine, Vol. 55, Iss. 9, 
pp. 41–50; David M. Gobeo II (January 2009), “The New 
FMLA: What Employers Should Expect,” Employee Benefit Plan 
Review, Vol. 63, Iss. 7, pp. 4–6; http://www.eeoc.gov/laws/
types/genetic.cfm (accessed on April 23, 2011).

Your Career Matters Stay Informed: Recent Legislation Affecting HRM Practices
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EXHIBIT 3–1
EEOC Complaint 
Steps and Actions

Discriminatory act occurs at work
180 days

Charge filed with the EEOC

Employer notified of charge

EEOC investigation

EEOC ruling

Reasonable causes found

Conciliation efforts initiated

No agreement reached

EEOC files suit in federal court

No reasonable cause

EEOC dismisses the charge

Individual can sue using own lawyer

Complainant dissatisfied

State/local investigation

State/local ruling

180 days

10 days

300 days from ruling or
300 days from 
discriminatory act

As soon as possible
preferably within 120
days of charge

Charge filed with state/local EEO
agency

Agreement reached—formal
agreement signed by all parties

EEOC decides not to file suit—issues 
complainant a “right to sue” letter

 The Courts 
 Besides federal and state agencies, the courts are constantly interpreting the laws, and rul-
ings sometimes conflict. Appellate courts then reconcile any conflicts. All the employment 
discrimination laws provide for court enforcement, often as a last resort if agency enforce-
ment fails. With regard to Title VII, the federal courts are frequently involved in two ways: 
settling disputes between the EEOC and employers over such things as access to company 
records, and deciding the merits of discrimination charges when out-of-court conciliation 
efforts fail. The possible legal routes for complaints against an employer’s HRM activities 
are presented in Exhibit 3–2. 

iva29120_ch03_064-094.indd Page 81  12/6/11  1:47 PM user-f462iva29120_ch03_064-094.indd Page 81  12/6/11  1:47 PM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



82  Part One  Introduction to Human Resource Management and the Environment

  With regard to enforcement by the courts, legal maneuvering often makes the picture 
confusing, largely because every step of the process can be appealed. And with three par-
ties involved—the EEOC, the plaintiff, and the defendant—appeals are commonplace. All 
these possibilities for trial, appeal, retrial, and even appeal of the retrial can cause several 
years’ delay before an issue is settled. When that delay is added to the delay created by 
EEOC’s processing of the charge, the result is discouraging to the parties involved. 
  Once a final court decision is reached in a Title VII case, it can provide drastic remedies: 
back pay, hiring quotas, reinstatement of employees, immediate promotion of employees, 
abolition of testing programs, or creation of special recruitment or training programs. In 
2010, the U.S. unit of drug maker Novartis AG agreed to settle a class action lawsuit by 
agreeing to pay approximately $152.5 million to 5,600 current and former female sales em-
ployees. This amount is expected to provide back pay for all of the current and past female 
sales force that worked for the firm since 2002. In addition, the firm agreed to pay another 
$22.5 million to revise its sexual harassment policies, improve its training programs, and 
hire a consultant to identify and correct gender-related inequities at the organization. 69  
  Many court orders are not so drastic, however. Much depends, of course, on the facts sur-
rounding the case. One important factor is whether the employer is making any voluntary 

U.S. Supreme
Court

State Supreme
Court

U.S. Courts
of Appeal

State Appellate
Courts

U.S. District
Courts

State District
Courts

Attorney General
Justice

Department

State Fair Employment
Practices Council

Federal Regulatory
Agency

Employer

Complaint

EXHIBIT 3–2
Legal Courses for 
Complaints against 
an Employer’s 
HRM Policies
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efforts to comply with antidiscrimination laws. If the company shows evidence of success-
fully pursuing an affirmative action plan, the court may decide to impose less stringent 
measures. The proper implementation of voluntary as well as involuntary affirmative action 
plans is discussed further in the next section of the chapter. 

 Affirmative Action in Organizations 

 What Is Affirmative Action? 
  Affirmative action  has been defined as “those actions appropriate to overcome the ef-
fects of past or present practices, policies, or other barriers to equal employment opportu-
nity.” 70  The most controversial interpretation of affirmative action is that it grants special 
treatment to some individuals to the detriment of others. The legality of special treatment 
depends in part on whether the affirmative action is involuntary (mandated by law or court-
ordered) or voluntary. As previously discussed, any employer having a contract with the 
federal government of at least $50,000 and employing at least 50 individuals must have an 
affirmative action plan (AAP) in writing. Although not all employers are requited to have 
an AAP, some have elected to implement affirmative action as an indication of being a so-
cially responsible business. By having an AAP, the organization suggests to the public and 
the courts that it is attempting to deal with discrimination. 

 Voluntary Affirmative Action Plans 
 In the case of  United Steelworkers of America v. Weber  (1979), 71  the Supreme Court ad-
dressed the use of affirmative action in training program admissions and held that Title VII 
does allow organizations to implement voluntary AAPs. The permissible characteristics of 
voluntary plans were further clarified by the Court in  Johnson v. Transportation Agency  
(1987). 72  In this case, the defendant promoted Diane Joyce to the position of road dis-
patcher even though a male candidate, Paul Johnson, received higher ratings by a panel 
of interviewers. The Court upheld the defendant’s voluntary AAP, which played a role in 
Ms. Joyce’s promotion because of an absence of women in road dispatcher positions. The 
Supreme Court’s decisions in these two cases established the following criteria necessary 
for lawful voluntary AAPs in organizations: 

 • The AAP must exist to eliminate past imbalances based upon a protected group 
category. 

 • The AAP must not unnecessarily trammel the rights of the majority. 

 • The plan must be temporary. 

 • The plan must consider only those from a pool of equally qualified candidates. 

 Involuntary Affirmative Action Plans 
 The Office of Federal Contract Compliance Programs (OFCCP) issued Revised Order No. 
4, which suggests the format and parts of an AAP. These AA plans are imposed on organi-
zations that have engaged in blatant discrimination. They are designed to remedy past dis-
crimination, apply a benchmark (not a quota) for courts to monitor, be temporary, and not 
trammel the interests of white employees.73 The following steps are an integral part of an 
affirmative action plan. 

 Step 1: Analyze Underrepresentation and Availability 
 AT&T found a problem simply by examining the sex composition of its job classes: There 
were almost no women in outside-crafts positions. But how great was the extent of under-
representation? Many organizations find the answer to this question in the statistics compiled 
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for affirmative action plans by state labor departments, which show the number of women 
and minorities in each of 10 or 20 broad occupational groups. Others use the overall popula-
tion figures compiled by the U.S. Census Bureau. Both sets of data are readily available from 
the appropriate government agencies. In addition, some larger firms are investing in sophisti-
cated labor market studies to arrive at a more accurate estimate of availability. Of course, any 
set of statistics is open to criticism. Many employers strive to collect statistics that put them 
in the best light. While some may argue that such a strategy is manipulative, it often does 
succeed in reducing pressure from enforcement agencies. Employers are likely to continue 
using it until a generally accepted statistical definition of availability emerges. 

 Step 2: Set Goals 
 Once the statistics are agreed upon, the organization sets goals to help achieve greater mi-
nority representation in the job in question. The EEO goals have to be realistic, and they 
have to be attainable without discriminating against those in the majority. Nevertheless, 
while good availability statistics help make goals realistic, there is no way to be sure that 
goals will not discriminate in reverse unless the means by which the company seeks to 
 attain them are carefully planned. 

 Step 3: Specify How Goals Are to Be Attained 
 If the means used to attain AAP goals are to be nondiscriminatory against white males, 
management should find out the causes of underrepresentation of women and minorities in 
the company’s workforce. Otherwise, it will not know what discriminatory employment 
practices must be changed in order to increase representation without preferential treatment 
of women and minorities. For example, the underrepresentation of women in a certain job 
class may be caused by a company’s reputation for being rough on women or by a policy 
that unnecessarily schedules work shifts so that parents cannot meet family responsibilities. 
If management knows the cause, it can attempt to increase the representation of women by 
working on its public image and by exploring the possibility of retiming the shifts. But if 
management doesn’t know, it may attempt to increase the representation of women by low-
ering the requirements for women applying from the outside or by granting transfers to 
women employees while refusing to grant them to more qualified male employees. Not only 
would this increase the risk of discrimination charges from white males; it would also con-
tribute to problems with morale and foster resentment against women in the company. 
  At AT&T, 24 reverse discrimination cases eventually went to court. In one case, the 
union claimed that reverse discrimination resulted from promotion policies favoring quali-
fied women and minorities. A district court and an appeals court ruled against the union 
and supported preferential treatment and quotas. The courts reasoned that such treatment 
was justified to correct the abuses of past discrimination. 
  The AT&T case illustrates that even a large company (at the time of the initial court 
case, AT&T employed 980,000) can take specific action to alleviate discrimination. AT&T 
took these steps: 

 • It tried to change the image of outside-crafts employees from male to gender-neutral by 
advertising, public relations, and relationships with guidance counselors. 

 • It redesigned the jobs so that women could perform them more easily. 

 • It provided detailed information to the Department of Labor on the status of the AAP. 
The information provided exceeded what is ordinarily required by federal rules. 74  

 Affirmative Action Issues 
 In 1995 the Supreme Court fueled the debate over affirmative action with its decision in 
 Adarand   Constructors Inc .  v.   Pe  –a . In this case, Adarand submitted the lowest bid for a 
Department of Transportation job, but a minority-owned business was awarded the 
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HR Challenge (continued from page 65)

 Hugo Rodriguez has just returned from his discussion with Gregory Inness, company presi-
dent. Gregory seemed impressed with Hugo’s presentation, but he still seemed to doubt 
that more women and minorities would “fit in” at Reliable. Hugo had pointed out that the 
EEOC and the courts wouldn’t think much of this reasoning. He wondered if Gregory would 
take the next step in instituting an EEO plan at Reliable Insurance. 
  Hugo decided to be ready, just in case. He prepared an EEO program designed to focus 
on the areas where he felt Reliable was in the worst shape. He prepared a list of current 
employees, primarily in the clerical ranks, who could be promoted to underwriters and 
claims agents. These promotions could increase female representation in better jobs fairly 
quickly. They would require training, but it could be done. 
  To get minorities represented fairly in all categories would require special recruiting 
 efforts. Hugo prepared a plan to increase Reliable’s recruiting efforts in all categories of 
employment. The plan was drawn up to protect the position of current white male em-
ployees and applicants. In no case would a person be hired with fewer qualifications than 
white male applicants. 
  Luckily, Reliable was growing and was hiring more people as it expanded. Attrition 
would also open positions in most lower-level managerial, professional, and sales 
positions. 
  After spending quite a bit of time developing the plan, Hugo waited. When he didn’t 
hear from Gregory, he made an appointment to see the president. 

   Hugo   Gregory, you recall we discussed the EEO issue. We hired Osanna, but that’s as 
far as our effort went. I’ve prepared an EEO . . . 

   Gregory   Hugo, after we discussed it, I checked with the rest of the management. We 
feel we’re okay as is. We don’t want to upset our local workforce with an EEO 
plan. Now, about the pay plan for next year . . . 

  And that was that. Hugo took his EEO plan and placed it in a folder in his desk drawer. 
  Six months later, another female employee, Dot Greene, filed a complaint. The EEOC 
came to investigate, and the investigators indicated that Reliable had not taken the neces-
sary steps to eliminate job discrimination. The company was instructed to develop an EEO 
plan to correct the problem. 
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 subcontract under a program that sets aside 5 percent of federal funding for businesses 
deemed “economically and socially disadvantaged.” 75  While the Court did not rule di-
rectly on whether reverse discrimination had occurred, it did hold that any governmental 
action based on race should be subjected to strict judicial scrutiny to ensure that the per-
sonal right to equal protection under the law is not infringed. The Equal Protection Clause 
of the 14th Amendment of the U.S. Constitution states that all citizens of the United 
States are to be treated equally under the law. 
  The Adarand decision has not affected contractors’ obligation to make good faith affir-
mative action efforts. In 1995 the Department of Justice issued an opinion letter distin-
guishing programs and laws such as Executive Order 11246 (which requires federal 
government contractors to take affirmative action) from the type of programs prone to 
preferences, numerical quotas, and percentages, such as that examined in Adarand. 
  Two other important affirmative action cases relate to the degree to which race can be 
used in admissions decisions at public universities. Both cases occurred in 2003 and focused 
on the undergraduate and law school admissions policies at the University of Michigan. In 
 Gratz   v. Bollinger    ,76  the main complaint was that the undergraduate admissions policy 
awarded 20 points to certain minority applicants; ultimately ensuring that many of these 
individuals would gain admission into the university. The Supreme Court acknowledged the 
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university’s efforts to diversify the student body but ruled that a rigid point system went too 
far to achieve its diversification objectives. 
  In  Grutter v  . Bollinger    ,77  the admissions criteria of the University of Michigan Law School 
also considered race as one of many criteria that should be considered when evaluating appli-
cants. In contrast to the undergraduate admissions policy, the law school did not award points 
to minority applicants but rather considered race as part of a holistic evaluation of each appli-
cant. The Supreme Court ruled in favor of the law school’s admission policy and supported the 
idea that “diversity can be a compelling state interest for public colleges and universities.” 78  
  At the heart of both cases is the following question: Is diversity of the student body a 
compelling interest that justifies taking race into account in deciding which applicants to 
admit? 79  Taken together, these two Supreme Court rulings supported the use of affirmative 
action (and race) in decision making. As a response to the high court’s rulings, voters in 
Michigan passed Proposal 2—Michigan Civil Rights Initiative—that amended the state con-
stitution prohibiting state agencies and institutions (like the University of Michigan) from 
“operating affirmative action programs that grant preferences based on race, color, ethnic-
ity, national origin, or gender.” 80  Michigan is not alone in its stance against affirmative 
 action. Nebraska, California, and Washington have amended their state constitutions to 
prohibit governmental employers, contractors, and educators from using race and gender 
preferences in decision-making and employment decisions. 81  

 Summary   This chapter has focused on EEO programs designed to eliminate bias in HRM programs. 
The role of EEO and the law as a significant force in shaping HRM policies and programs 
is now an accepted fact in society. The law, executive orders, and the court’s interpretations 
will continue to influence every phase of HRM programs and activities. This influence will 
become clearer as specific HRM activities are discussed in Chapters 4–17. This chapter 
provides only the general theme of the importance of the law in HRM. The remaining 
chapters will at times spell out specifically how the law affects HRM. 

  To summarize the major points covered in this chapter:  

  1. Equal employment opportunity is one of the most significant activities in the HRM 
function today. 

  2. The three main influences on the development of EEO were 

  a.  Changes in societal values. 

  b.  The economic status of women and minorities. 

  c.  The emerging role of government regulation. 

  3. Laws prohibiting employment discrimination that were discussed in this chapter 
include: 

  a.  Title VII of the 1964 Civil Rights Act. 

  b.  Executive Order 11246. 

  c.  Age Discrimination Act. 

  d.  Pregnancy Discrimination Act. 

  e.  Americans with Disabilities Act of 1990. 

  f.  Civil Rights Act of 1991. 

  4. Two different definitions of discrimination have been arrived at by the courts over the 
years: 

  a.  Disparate treatment. 

  b.  Disparate impact. 
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  5. The criterion for compliance with EEO and affirmative action can theoretically be re-
duced to two questions: 

  a.  Does an employment practice have unequal or adverse impact on the groups (race, 
color, sex, religion, or national origin) covered by the law? 

  b.  Is that practice job-related or otherwise necessary to the organization? 

  6. The government unit most responsible for enforcing EEO regulations is the U.S. Equal 
Employment Opportunity Commission (EEOC)—Title VII. 

  7. Courts are constantly interpreting the laws governing EEO. Owing to numerous 
 appeals, an EEO complaint can take years to reach settlement. 

  8. EEO planning can be used as a preventive action to reduce the likelihood of employment 
discrimination charges and to ensure equal employment opportunities for applicants and 
employees. 

  9. Affirmative action plans may be either voluntary or involuntary. Characteristics neces-
sary for a lawful voluntary plan include: 

  a.  Implemented to eliminate discrimination. 

  b.  Cannot trammel the rights of the majority. 

  c.  Temporary. 

  d.  No set-asides permitted. 

 Key Terms  affirmative action,  p. 83  
 Age Discrimination in 
Employment Act (ADEA) 
of 1967,  p. 76  
 Americans with 
Disabilities Act (ADA) of 
1990,  p. 77  
 Americans with 
Disabilities Act 
Amendments Act 
(ADAAA) of 2008, p. 78 

 bona fide occupational 
qualification (BFOQ),  p. 69  
 Civil Rights Act of 1964, 
Title VII,  p. 72  
 Civil Rights Act of 1991 
(CRA 1991),  p. 75  
 disparate impact,  p. 70  
 disparate treatment,  p. 69  
 Equal Employment 
Opportunity Commission 
(EEOC),  p. 79  

 Equal employment 
opportunity (EEO) 
programs,  p. 66  
 Equal Pay Act (EPA),  p. 76  
 four-fifths rule,  p. 70  
 Pregnancy Discrimination 
Act of 1978,  p. 74  
 Rehabilitation Act of 
1973,  p. 77  
 retaliation,  p. 71  
 sexual harassment,  p. 72  

  1. For approximately 80 percent of employers, complying with ADA requirements to 
make “reasonable accommodation” costs $500 or less. What types of changes would 
fall into this category? 

  2. Do you believe that Muslims working in the United States need legal protection 
against retaliation? Why or why not? 

  3. When employees are discriminated against because of their age, gender, or a disability, 
what negative effects does this discrimination have on the organization and other 
employees? 

  4. What are the major differences between disparate treatment and disparate impact? 
Explain. 

  5. What can managers do to minimize their chance of litigation and of being found neg-
ligent with regard to sexual harassment? 

 Questions for 
Review and 
Discussion 
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  6. Why is the decision in  Griggs   v. Duke Power Company  considered a landmark? 

  7. In a workplace with a diverse workforce, how could an English-only rule create lower 
morale, poorer communication, and lower productivity? 

  8. What is meant by the term  bona fide occupational qualification  (BFOQ)? 

  9. Should the broader interpretation of what constitutes a disability under the ADA 
Amendments Act of 2008 be considered significant for the HRM area of an 
organization? 

  10. Affirmative action has become a political economic, and emotional issue. What are 
some of the reasonable arguments in favor of and opposed to affirmative action? 

88  Part One  Introduction to Human Resource Management and the Environment

Objective
The purpose of this exercise is to understand the requirements for bona fide occupational 
qualifications (BFOQs).

Background
Title VII of the Civil Rights Act of 1964 has stated that it is unlawful for an employer to 
discriminate against a person in any condition of employment because of race, religion, 
color, national origin, or sex. As with most rules, however, there are exceptions. Regarding 
Title VII, one exception to the rule is termed a bona fide occupational qualification 
(BFOQ). With the BFOQ provision, Congress has stated that it is not unlawful to utilize 
certain personal characteristics in employment (such as sex) in situations where that par-
ticular characteristic is necessary to meet the normal operation of the business. The BFOQ 
is not intended, however, to serve as a loophole for resistant organizations that want to 
flout the Equal Employment Opportunity Commission (EEOC) requirements. The EEOC 
believes that the BFOQ provision should be “interpreted narrowly” and places the burden 
of proof for justifying the BFOQ squarely upon the organization.

Want Ads
A number of hypothetical situations in which an organization has advertised for an 
 employee of a particular race, color, religion, sex, or national origin are presented. In your 
opinion, do these particular situations warrant a BFOQ? Read each description carefully 
and indicate whether you think a BFOQ is warranted.

Broadway Actress Finally a chance to make it big on stage. A company needs four young, 
liberal-minded females to star in sophisticated adult play off Broadway. The appearance of 
the person to fit the part is important.

Apply in person at

 Off Broadway

 Stage Forum

 New York, NY

BFOQ warranted? YES___ NO___
Why? _____________________________

Warehouseman Small lumber company needs six men to replace striking warehousemen. 
Job involves lifting and carrying heavy lumber products. Excellent pay and benefits.

Apply in person at

 Knothole Lumber Company

 Bark and Splinter Streets

 Macon, GA

EXERCISE 3–1
Dissecting the 
Diagnostic 
Model and Its 
Application
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BFOQ warranted? YES___ NO___
Why? ______________________________

Prison Guard Need self-confident, muscular, and experienced male facility guard. Must be 
able to work effectively with others in a potentially violent, dangerous environment. 

Send résumé to

 District Attorney for Penal System

 Illinois Board of Corrections

 Springfield, IL

BFOQ warranted? YES___ NO___
Why? ______________________________

Mechanic Large auto dealer needs several men for light mechanic work. Experienced only need 
apply. Must have own tools.

Apply in person at

 Friendly Frank’s Foreign Imports

 Michigan Avenue

 Evanston, IL

Digital Equipment Assembler Need females to assemble intricate computer equipment. Must 
have excellent hand-eye coordination and dexterity. No experience necessary—we train. 

Apply in person at

 Rayco Digital Equipment Co.

 Third Street

 New Albany, IN

(The owner attended a recent convention of computer manufacturers and heard an 
industrial psychologist say that a number of sophisticated research studies have shown 
that women are much more dextrous than men and therefore make better assemblers 
of intricate parts and equipment.)

BFOQ warranted? YES___ NO___
Why? _____________________________

Sales Representative Large title manufacturer needs aggressive salesperson to cover Texas 
region. Prefer male with extensive title-selling experience.

Send résumé to

 Rachman Title

 Trans Street

 Houston, TX

BFOQ warranted? YES___ NO___
Why? _____________________________

Flight Attendant Regional airline needs young, attractive female to fly West Coast routes. 
Must pass height and weight requirements.

Apply at

 Flightly Airlines

 Mesa Boulevard

 San Diego, CA

(The human resource director had conducted a study showing that the airline’s 
passengers—mostly male—show a strong preference for attractive female flight at-
tendants. Additionally, the firm’s consulting psychologist stated that the airline cabin 
represents a unique environment in which the psychological needs of passengers are 
better attended to by females than males.)
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Application Case 3–1 

 Sexual Harassment Cases Are Becoming 
More Complex 
 Although most companies have detailed policies against sexual harassment, employers 
often find themselves in a difficult pinch when it comes to defining, proving, and disci-
plining sexual harassment in the workplace. Thus, companies deal with complaints in 
vastly different ways. For example, retaliation against workers who complain about sex-
ual harassment is an issue that had better be addressed since the Supreme Court has 
stepped up its concern. 
  “There are obviously laws against harassment, but defining exactly what that is is hard, 
and so is applying those laws to a particular set of facts and deciding what a company does 
about it,” said Ron Peppe, a vice president of the Association of Corporate Counsel in 
Washington, DC, an umbrella group for lawyers who work for in-house legal departments. 
“So it’s a gray area sometimes, because there are no hard-and-fast rules.” 
  Indeed, the sexual harassment policy at Caritas Christi Health Care, which has received 
reports from at least 10 women that its president allegedly sexually harassed them, appears 
straightforward. Its definition of harassment includes “sexually charged looks and ges-
tures” and “unnecessary touching of an individual,” such as hugging, both of which are 
complaints made about Haddad. Its “progressive discipline policy” includes written warn-
ings, suspensions, and termination. 
  Despite the explicit enumeration of acts that would be considered harassment, the 
 alleged harasser disputed that his behavior was sexual harassment, describing the gestures 
instead as innocent reflections of the culture in which he was raised. 
  “Sexual harassment is such a messy area,” said Jay Shepherd, a Boston lawyer who spe-
cializes in employment law and teaches sexual harassment training courses for employers. 

(The owner of the regional airline informally surveyed the other mechanics about the 
new employees. They emphatically stated, “We don’t want to work around women!” In 
addition, the owner noted that state law requires separate restrooms for each sex, and 
that there was only one restroom in the shop. Building another restroom would require 
a large expenditure, and the space wasn’t available.)

BFOQ warranted? YES___ NO___
Why? ______________________________

Women’s High School Basketball Coach Coed high school looking for proven female basketball 
coach. Head coaching experience needed; ability to work with young women 14–18 years old is 
important. Need at least an undergraduate college degree.

Apply in person at

 Pasadena High School

 Main Street

 Pasadena, TX

BFOQ warranted? YES___ NO___
Why? ______________________________

A final question: Is it legal for publishers to place ads in the paper on the basis of sex, such as 
“Help Wanted—Male” and “Help Wanted—Female”? 
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“In many ways, it’s one of the most difficult areas of employment law because it’s always 
‘he said, she said’ or ‘he said, he said.’ ” 
  Handling sexual harassment cases is complicated because they must be evaluated on a 
case-by-case basis, Shepherd and other employment lawyers said. Harassment complaints 
are often highly fact-specific and subjective and typically turn on the credibility of the 
 accused and the accuser, since there are frequently few, if any, witnesses. 
  In addition, perceptions of what is welcome or unwelcome behavior can change with 
time, particularly in cases in which workplace romances have soured. For that reason, 
some companies prohibit romantic relationships between co-workers, especially supervi-
sors and subordinates, and consider failures to disclose even consensual relationships a 
firing offense. 
  A company’s internal culture can also be a factor, leading some employers to have dif-
ferent levels of tolerance for different types of behavior. 
  “What is culturally deemed acceptable varies by company,” said Julie L. Burke, a direc-
tor in the employer’s resource group for Associated Industries of Massachusetts, the state’s 
largest business lobby. “So an all-male environment might be different than a male–female 
environment, or a white-collar environment might be different than a blue-collar 
environment.” 
  How an employer chooses to handle a complaint can depend on the severity of the con-
duct, the number of complaints, and whether there have been prior allegations involving 
the same person. When determining appropriate penalties, employers often consider the 
circumstances of the accused person’s career, such as whether he or she was hired recently 
or is a longtime employee and whether his or her performance has otherwise been exem-
plary. Employment lawyers advise employers to be consistent in their discipline, since 
companies can land in hot water when they treat some accused employees, such as top 
salespeople, differently than others. 

  Sources:  Adapted from Sacha Pfeiffer (May 25, 2006), “Gray Areas Complicate Sexual Harassment 
Cases,”  Boston Globe , p. A1; Todd Henneman (July 31, 2006), “A Broader Retaliation Standard . . . ,” 
 Workforce Management , pp. 33–34. 

 Discussion Questions 

 1. Should the president of Caritas Christi Health Care be fired? Why? 

 2. Why is the handling of sexual harassment cases considered complicated? 

 3. Explain in your own words why consistency in handling sexual harassment claims is 
important. 

 Answers to HR Journal Test on page 66, “Are You Aware of the Law?” 

 1. No    6. No 

 2. Yes   7. Yes

 3. Yes   8. No

 4. Yes   9. Yes

 5. Yes   10. Yes 

 HR Journal Test Answers 
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 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Describe  the drivers behind globalization. 

 2.  Comprehend  how global HRM practices support an organization’s 
expansion into the global marketplace. 

 3.  Give examples  of how culture can influence the effective use of human 
resource practices. 

 4.  Distinguish  between multinational and global corporations in terms of 
how they utilize their human resources. 

 5.  Examine  several factors related to the successful selection, training, and 
compensation of expatriates. 

 6.  Recognize  the unique role that host country nationals play in global 
corporations. 

 7.  Compare and contrast  the legal and ethical components of global 
human resource management. 

  Chapter

4  Global Human 
Resource Management 
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 HR Challenge 

 Boswell Technologies is a computer software development firm located in Akron, Ohio. 
Michelle Carlson, vice president of human resources at Boswell Technologies, has just 
 returned from Shanghai, China. It seems that Boswell is soon going to become Boswell In-
ternational. The company has just acquired a successful software firm located in Shanghai. 
The purpose of the acquisition was to quickly allow Boswell to become a premier supplier 
of new and innovative computer software in Asia. 
  On her first day back in Ohio, Michelle has been called into the office of Boswell’s presi-
dent, David Randolf, to give a status report. 

   David     Well, Michelle? How soon can we get our management team into place over 
there in China and phase out their current staff? I’ve heard how slow and 
ineffi cient Chinese businesses are, and I don’t want to waste time getting 
our company’s policies in action. Maybe we can get a head start on the Asian 
competition with good-old American know-how. 

   Michelle     It’s not going to be that easy, Dave. I think it might be a mistake to send our 
people. The Chinese have an excellent sense of how we should try to run 
operations in Asia. I am concerned that some of our HRM policies might not 
work as well in Asia. 

   David   What do you mean, our HRM policies won’t work? We’ve been very successful 
here in Ohio and have even been singled out for our training and compensa-
tion programs. Of course they’ll work. I don’t care whether we are in Ohio 
or Rome; business is still business. 

   Michelle     If we do send some of our people, who should go? 
   David     Michelle, the international operation is our future. Let’s send our best per-

formers for a year or two to be sure we get the job done right the fi rst time. 
Let’s send them as soon as possible, too. They have the skills and know-how. 
All they need is the chance. 

   Michelle   But what about the costs? 
   David     Costs? We can’t be talking about that much money, can we? Airline tickets, 

room, and board? That should not run more than a few thousand dollars 
for each person we send. The new markets we tap into will give us a quick 
payback. 

 Despite occasional antiglobalization protests and national economic crises (e.g., U.S. re-
cession, nuclear disaster in Japan, etc.), integration of the world’s economies and the glo-
balization of business continue to move forward. 1  First, many countries are making 
significant progress in lowering or removing barriers to international trade and foreign di-
rect investment. This represents a marked departure from the 1920s and 1930s when na-
tions erected major barriers to trade and investment as a way to protect host country 
industries and business from foreign competitation. 2  
  Second, foreign direct investment (FDI) inflows by 2012 are expected to reach as high 
as $2 trillion (an expected increase of 25 percent over 2011). The world’s 82,000 transna-
tional corporations, which employ approximately 80 million workers worldwide, consider 
FDI as the main force in global economic integration. 3  
  Third, the number of cross-border interfirm agreements, another indicator of globaliza-
tion, has risen dramatically during the past two decades. Defined as joint ventures, licens-
ing, subcontracting, franchising, marketing, manufacturing, research and development, and 
exploration, cross-border interfirm agreements reached record levels in recent years. 4  
  Finally, social, technological, economic, and political developments throughout the 
world have contributed to dramatic changes in the way global business is conducted. Such 
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changes include the growth in offshoring, the development of regional trade agreements 
such as the North American Free Trade Agreement (NAFTA), the growing influence of a 
more economically powerful European Union (EU), the continued emergence of China 
(and the other BRIC nations—Brazil, Russia, and India) to trade and foreign investment, 
and the growth in influence of such supranational entities as the European Union (EU) 
Parliament and the World Trade Organization (WTO). 
  The trend toward greater economic integration has led to a dramatic increase in the 
amount of competition for American businesses both abroad and in the U.S. domestic mar-
ket. In the early 1960s, American firms produced over 40 percent of the world’s output. By 
the late 1990s, U.S. share of world output slipped to 20.8 percent. 5  Domestically, American 
businesses are facing more foreign competition than in the past. This trend continued 
throughout the 1990s and does not show signs of slowing in the 21st century. One interna-
tional best-selling author summed it up this way: “flattening (global) forces are empower-
ing more and more individuals (and companies) today . . . and that is equalizing power and 
equalizing opportunity.” 6  
  How will firms survive in such a competitive, flat, global environment? The  people  factor  
can help make a significant difference. Firms need to strengthen their presence, involvement, 
and relative positions in the domestic and global marketplace by utilizing their global human 
resources in a manner that helps them establish and sustain competitive advantage. 7  

 A Global Perspective 

 The external environment is one of the most important influences on HRM activities for 
the international organization. Each country in which the international organization oper-
ates will have its own laws, business customs, and workforce characteristics. In addition, 
the international organization must constantly be aware of the political climate of each 
country in which it is located. Changes that can affect the organization occur very rapidly. 
  Although an organization that is expanding into international markets is faced with 
many problems when it decides to become global, the “people challenge” might, in fact, be 
the most difficult. For example, one of the main HRM challenges facing many global com-
panies is an insufficient number of top managers and leaders who have the global skills and 
competencies to help their firms compete successfully in world markets. 8  More specifi-
cally, another survey of top international human resource executives indicated that there 
are several key challenges related to international HR effectiveness. 9  These 10 critical 
HRM issues are summarized in Exhibit 4–1. As will be shown later in this chapter, dealing 
effectively with these issues requires a global human resource management perspective. 
     Global human resource management (GHRM)  refers to the policies and prac-
tices related to managing people in an internationally oriented organization. Although 
GHRM includes the same functions as domestic HRM, there are many unique aspects to 
human resource management in the international organization. 

  EXHIBIT 4–1 
Top 10 Most Important HRM Challenges for Global Companies 

 Source: Brookfield Global  Relocation Services (2011),  Global Relocation Trends 2011 Survey Report.  

  1. Cost of assignment  6. Assignee retention 
  2. Career management  7. Inability to use experience upon repatriation 
  3. Finding suitable candidates  8. Mobility team resources 
  4. Compliance with local laws  9. Lack of mobility technology 
  5. Controlling policy exceptions 10. Reluctance of employees to relocate 
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  The purpose of this chapter is to explain the unique character of GHRM and to provide 
a framework for understanding the effects of national, cultural, and global business differ-
ences on effective HRM practices. 
  There are many reasons that an organization might expand its operations beyond 
its domestic boundaries, but all are intended to help achieve the end results outlined in 
the diagnostic model: satisfied employees and competitive products and services. The 
specific reasons include searching for new or broader markets, acquiring new and 
more efficient manufacturing technology, and taking advantage of large, inexpensive 
labor forces located in other countries. Exhibit 4–2 shows how much less expensive it 
can be for a typical manufacturing operation to locate some of its production outside 
(e.g., Mexico) of nations with high labor costs, such as the United States, France, 
and Norway. 
  One way in which many corporations located in high-labor-cost countries are utiliz-
ing this low-cost labor supply is through maquiladora factories along the border between 
the United States and Mexico. Founded by the Mexican government in 1965 as an 
 economic development program to add jobs and lower poverty, the  maquiladoras  are 
Mexican assembly plants that are used by international companies for routine production 
and assembly processes. 10  They are sometimes called “twin plants” because many of them 
are associated with large research and development operations located just inside the 
United States. 11  
  The maquiladoras, most of which are owned by American, Japanese, and Korean manu-
facturing organizations, save these corporations millions of dollars each year in labor costs. 
The savings easily offset any potential increase in shipping costs that the organizations 
might incur. 
  The maquiladora industry in Mexico provides an important source of jobs and revenue 
for the Mexican economy in terms of exports. In terms of jobs, the maquiladoras em-
ployed 1.2 million individuals in 2006. 12  From 2000 to 2007, U.S. imports from Mexico 
grew from approximately $135 billion to $210 billion. 13  Over 90 percent of these manu-
factured and assembled goods—including everything from automobiles, computers, and 
refrigerators—are exported into the United States. 14  The impact of the twin plants along 
the U.S.–Mexico border is indisputable. 
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  In recent years, the maquiladora industry in Mexico has been affected by two major 
 factors: drug-related violence in the U.S.–Mexico border region and competition from ex-
port processing zones in China and other parts of Asia. In terms of violence, it has been 
reported that drug cartels were responsible for approximately 22,000 deaths in Mexico 
between 2008 and 2010. 15  In Ciudad Juarez alone, officials have attributed over 5,000 
deaths over a 28-month time span to violence related to the drug trade. 16  Despite this vio-
lence, many multinational companies are continuing to operate maquiladoras, including 
Johnson & Johnson, Delphi Automotive, Lear, and Siemens. 17  
  Mexico is not the only area popular with American firms that want to develop coop-
erative business relationships; nor is a search for less expensive labor the only driving 
force behind such relationships. China, with its even lower manufacturing costs, has 
overtaken Mexico in terms of providing goods for import into the United States. In 2007, 
U.S. imports from China reached $323 billion (compared to U.S. imports of $210 billion 
from Mexico). 18  
  While foreign direct investment (FDI) in developed, developing, and transitional econo-
mies decreased in 2008 and 2009, there are signs that FDI flows should increase to  between 
$1.6 and 2.0 trillion by 2012. 19  The recovery in FDI is expected to be greater for develop-
ing and transitional economies such as China, Hong Kong (China), Russian Federation, 
Saudi Arabia, and India, all of which were among the top 10 most popular countries for 
FDI inflows in 2008 and 2009. Rounding off the top 10 list of FDI inflow recipients for 
those years were the developed economies of the United States, France, United Kingdom, 
Germany, and Belgium. 20  

 The Cultural Nature of Global HRM 
 Most HR professionals no longer question that there are important cultural differences 
between nations that might influence the effectiveness of HRM policies and practices. The 
real issue is understanding these differences and ensuring that HRM and the cultural orien-
tation of workers are congruent with one another. 
  Several models of how culture influences work behavior exist. Perhaps the most widely 
recognized is Hofstede’s “theory of the cultural relativity of organizational practices.” 21  
Hofstede argues that national cultural differences are not changing much at all, even 
though more superficial work-related norms and values might be. As a result, he feels that 
national culture will continue to have a strong influence on the effectiveness of various 
business practices. 
  According to Hofstede, cultures differ in at least five ways that may have important 
implications for understanding business. 22  The five dimensions are: 

 1.  Individualism versus collectivism  Cultures differ in terms of the relationship of a 
 person to his or her “family.” In some societies, such as Peru and Taiwan, the group’s 
achievement and well-being will be emphasized over the individual’s. In contrast, 
 individualistic societies like the United States and Australia place more emphasis on 
individual actions, accomplishments, and goals. 

 2.  Power distance  Cultures also vary in their view of power relationships. Human in-
equality is almost inevitable, but cultures with a high “power distance” emphasize these 
differences. For example, symbols of power and authority such as large offices, titles, 
and so on are usually found in a culture with a high power distance. In a culture with a 
low power distance, there is less emphasis on such displays. In German corporations, 
the concepts of codetermination and worker councils are common. Giving employees 
genuine input into important decisions is an organizational practice typical of low-
power-distance cultures. 
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 3.  Avoidance of uncertainty  Another inevitability is not knowing what the future holds. 
Cultures like Japan and Portugal with a high avoidance of uncertainty attempt to 
 predict, control, and influence future events, while cultures with a low avoidance of 
uncertainty are more willing to take things day by day. To the extent that control reduces 
uncertainty, the rigid use of managerial control systems is more likely to be found in 
organizations in high-uncertainty-avoidance cultures. 

 4.  Masculinity  The fourth dimension (which was the last one in Hofstede’s original 
work) refers to the division of roles for males and females that a particular culture im-
poses. Masculine cultures have strict sex roles; feminine cultures have less well-defined 
roles. From an organizational perspective, masculine cultures like Austria and Japan 
might tend to be less supportive of efforts to integrate women into upper-level manage-
ment than feminine cultures found in Norway and Sweden. 

 5.  Long-term versus short-term orientation  This fifth dimension was not included in 
Hofstede’s original work but was added later as a result of studies involving Chinese 
values. It generally refers to the extent to which cultures value persistence, savings, and 
a sense of shame (the long term) or in terms of respect for tradition, exchanging favors 
and gifts, and avoiding shame (the short term). 

  Virtually every aspect of HRM can be influenced by cultural differences along one or 
more of these dimensions. For example, there is evidence that national differences in power 
distance and uncertainty avoidance can affect the total amount and way in which CEOs are 
compensated. 23  Similarly, differences in individualism and collectivism can affect the overall 
success that a training program has on culturally diverse audiences. 24  

 The Concept of “Fit” in Global HRM 
 When an organization structures its HRM policies for international operations, it should 
consider cultural differences through the concept of “fit.”  Fit  refers to the degree that HRM 
policies are congruent with the strategic international plan of the organization and with the 
work-related values of a foreign culture. 25  
  For an organization to be successful in the international marketplace, it must be con-
cerned with this fit from both an internal and an external perspective.  Internal fit  is con-
cerned with making sure that HRM policies facilitate the work values and motivations of 
employees. Policies must be structured in ways that allow headquarters and foreign subsid-
iaries to interact without sacrificing efficiency. 
   External fit , on the other hand, refers to the degree to which HRM matches the 
 context in which the organization is operating. In this regard, HRM is critical to interna-
tional operations because of its effects on cross-cultural interaction. 26  To be effective, 
the organization must understand the cultural and socioeconomic environments of the 
foreign subsidiary. 27  

 Multinational and Global Corporations 
 Although the terms are sometimes treated as the same, there are distinctions between a 
 multinational corporation  and a  global corporation  that have important HRM im-
plications. Multinational corporations (MNCs) are usually found in the early stages of an 
internationalization strategy. An MNC has operations in many different nations, but each is 
viewed as a relatively separate enterprise. Within each country, the operations of the MNC 
strongly resemble a miniature version of the parent company in terms of structure, product 
lines, and procedures. Each separate enterprise within the MNC will be responsible for 
adapting the company’s products to the local culture, but most significant control remains 
either with the company’s home offices or in the hands of an expatriate from the home 
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country. However, most of the employees and managers will tend to be from the host coun-
try as MNCs utilize polycentric staffing practices. This is especially true in the earliest 
stages of internationalization. 
  In contrast to the MNC, the global corporation (GC) is structured so that national 
boundaries disappear; this leads to staffing practices in which the organization hires the 
best people for jobs irrespective of national origin. This is referred to as a global or geocen-
tric staffing approach. The GC sees the world as its labor source as well as its marketplace. 
Thus, the global corporation will locate an operation wherever it can accomplish its goals 
in the most cost-effective way. The true global corporation like General Electric, Coca-
Cola, Nestlé, Nokia, Apple, or McDonald’s also believes in a world market for its prod-
ucts. 28  This leads to a very different strategy of managing international operations because 
each subsidiary of the company isn’t restricted to serving only the local culture. Moreover, 
the national affiliation of an employee becomes less important than his or her particular 
area of expertise as people are frequently moved across national boundaries to meet the 
current needs of the organization. 29  
  GHRM in the early 21st century will be a challenging task for both an MNC and a GC. 
Many of the problems that the MNC and GC will face are the same; others are unique to 
one or the other. Exhibit 4–3 illustrates the major focus of GHRM processes for these two 
different international perspectives. 
  Generally speaking, there are three sources of employees for an international as-
signment. For key managerial and technical positions, all three sources of workers are 
frequently used in international organizations. Which source is used the most de-
pends, however, on the GHRM perspective of the company. The organization might 
choose to hire 

  Host country nationals (  HCNs  ) , who are employees from the local population. 
Sometimes they are referred to as  local nationals . An employee from Bangalore 
 employed by an American firm operating in India would be considered a host 
country national. 

  Parent country nationals (  PCNs  ) , who are sent from the country in which the 
 organization is headquartered. These people are usually referred to as expatriates. 
An American manager on assignment in India is an expatriate or parent country 
national. 

  EXHIBIT 4–3  HRM Focus for Multinational and Global Corporations 

The international
decision
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  Third country nationals (  TCNs  ) , who are from a country other than where the 
 parent organization’s headquarters or operations are located. If the American firm 
 employed a manager from Australia at facilities in India, he or she would be consid-
ered a third country national. 

  If the company is an MNC, especially one that is in the early stages of becoming an 
international enterprise, it will probably take a relatively    ethnocentric perspective  
by trying to use the HRM policies from the home country with at best minor adaptations. 
The new, ethnocentric multinational organization generally believes that all key person-
nel should be PCNs because it believes that its ways of doing things are superior to those 
of other cultures. 
  The tendency to be ethnocentric is strong for new and even for many well-established 
foreign organizations conducting business in the United States, especially the Japanese. 
Most executive-level positions in Japanese-owned businesses in the United States are 
 occupied by a Japanese national. Only about one-third of the senior management positions 
in such firms are occupied by American managers. More commonly, local nationals are 
used for specific functions such as marketing, but Japanese organizations have a reputation 
for showing little regard for the career development of these host country employees. In 
contrast, foreign companies in Japan hire local Japanese managers for nearly 80 percent of 
their management needs. 30  
  In contrast to the ethnocentric perspective, a mature MNC or a true global corporation 
will tend to have more of a  geocentric orientation  to HRM. It will begin seeing the 
world as its labor market and, therefore, will hire key personnel from wherever they are 
available. The geocentric organization will ignore national boundaries for staffing its over-
seas operations. In such cases, the global organization is likely to use a  transnational 
HRM system  .  31  A transnational HRM system is designed to recruit, develop, retain and 
utilize managers who can work successfully in many different capacities with people from 
different cultures. Global managers need to develop the cross-cultural skills and worldwide 
perspective to be able to decide how to balance between adapting products (or services) to 
local markets and standardizing them across several local markets. For example, a soft 
drink may taste exactly the same in several countries, but how it’s marketed and packaged 
may vary dramatically. 
  Regardless of its overall strategy, one of the most important HR challenges facing any 
globally oriented corporation is finding competent expatriate managers. 32  Traditionally, an 
 expatriate manager  is a manager who is on a foreign assignment from the corporation’s 
home nation. In today’s global economy, however, corporations are beginning to under-
stand that relocation overseas can be equally troublesome for the parent country national. 
The nearby Your Career Matters discusses why some individuals shy away from long-term 
expatriate assignments and instead take traveling international assignments that don’t re-
quire relocation. 
  Thus, the real challenge for GHRM will be to capitalize on the diversity of a global 
workforce without suppressing each nation’s desire to maintain its own cultural heritage. 
Perhaps the biggest mistake unsuccessful global organizations make is to assume that there 
is “one best way’’ to structure HRM policies and practices. For example, a study of 286 
U.S., Japanese, and German subsidiaries based in Shanghai, China, found that the subsidiar-
ies use a mixture of HRM practices from both the parent and host country. The study found 
that when U.S., Japanese, and German parent firms begin operating in China, they apply 
standard HRM policies that are used around the globe, but soon experience constraints from 
local government and cultural factors, which leads these firms to adapt a hybrid approach of 
parent–host country HRM practices. 33  Therefore, trying to apply HRM principles that work 
well in one work environment may not lead to the same degree of success in another. 
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 While it is true that many entry-level HR positions do not 
have a significant international component, it is also true 
that organizations expect their fast-track employees and 
managers to possess or develop international business 
skills and a global perspective. HR managers are no ex-
ception. In order to help the organization thrive and 
compete in the global marketplace, they will need to 
understand how people from the different cultures in 
which the organization operates view such HR practices 
as recruitment, selection, training, compensation, and 
performance management. For example, many U.S. HR 
managers would avoid hiring a family member of an 
employee if a more qualified applicant was available for 
a job. The opposite is more likely to occur in collectivist 
cultures that place greater value on taking care of one’s 
in-group and family members. By understanding such 
cultural differences, HR managers will be in a position to 
make informed decisions about how best to adapt HR 
practices from the parent country for use in host coun-
try operations. 
  One of the best ways to develop these international 
business skills and a global mindset is for HR profes-
sionals to take international assignments. A couple of 
decades ago, employees interested in international as-
signments would be limited to applying for long-term 
expatriate assignments that would require them to re-
locate (with their spouses and families) to one host 
country for an extended period of time (e.g., three 
years). This immersion approach allowed the assignee 
to learn how to conduct business in a foreign country, 
as well as the country’s language and culture. How-
ever, these long-term assignments could present chal-
lenges such as family adjustment issues and career 
stagnation issues from being “out of sight, out of 
mind” from the day-to-day politics and changes occur-
ring in the parent country home office. So, how can 
up-and-coming HR professionals gain international 
 experience without assuming the risks of long-term 
 expatriate assignments? They can proactively find 
 opportunities to take traveling international assign-
ments (IAs) for the organization. 
  Traveling IAs come in many forms, but basically, 
these assignments consist of extending one’s regular 
 domestic job responsibilities beyond the borders of the 
parent country. Traveling IAs consist of one or more trips 
to international locations to conduct company business. 
These trips may last a few days or a few weeks, but 
the  key is no relocation is necessary. The assignee’s 

spouse and/or family remain in the parent country and 
continue their “normal” daily lives. The purpose of the 
traveling IAs (with HR responsibilities) could be to per-
form a training audit of an international subsidiary in 
Brazil, to learn more about an innovative performance 
management system in India, or to assist the hiring of 
local nationals in Australia to staff a new sales and distri-
bution center. 
  These traveling IAs are a great way to acquire some 
international experience and language skills without 
uprooting one’s family. By being based out of the 
home country, HR professionals in traveling IAs can 
stay in the loop with regard to changes in home office 
politics, thus minimizing the risks to one’s career pros-
pects by avoiding long-term assignments out of the 
home country. 
  Here’s how to increase your chances of landing a 
traveling IA: 

 1.  Let them know.  Discuss your interest in taking a trav-
eling IA with your supervisor and the HR department. 
If your organization has a skills or career interests 
database, be sure to update it. 

 2.  Study a foreign language.  Research and ask around 
to identify in which countries the organization is 
planning to expand over the next few years. Align 
your international skill set with the language of the 
country targeted for expansion. You won’t become 
fluent overnight, but you will send a strong mes-
sage to upper management that you are serious 
about “going international.” 

 3.  Volunteer to be an “ambassador.”  If a client or sup-
plier from another country will be visiting people at 
the home office in the United States, volunteer to 
pick up him or her at the airport, show the visitor 
the local sights, and so on. While these activities 
don’t fit with your normal 9 to 5 job duties, they will 
give you additional opportunities to develop your 
international skills. This “hustle” and extra effort 
could help you get the nod when the next traveling 
IA becomes available. 

 4.  Be proactive.  You’ll need to remind your supervisor 
and the HR department periodically that you’d like 
to be considered for the next traveling IA position. 
People forget and you are your own best advocate. 
Traveling IAs are coveted positions, so you’ll need to 
proactively pursue these opportunities. 

 Your Career Matters    HR Professionals: Acquiring Global Experience 
without Relocation 
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 The Expatriate Manager in the Multinational Corporation 

 As mentioned previously, managing the expatriate’s adjustment process is a primary focus 
of GHRM for the multinational corporation. The difficulty of this task has increased in 
recent years for several reasons. First, multinationals have shifted more and more of their 
sales and production to countries closer to their worldwide markets. Thus, they are doing 
business in record numbers of different nations and cultures. Second, there is a slow but 
steady increase in the use of host country and third country management, with a concurrent 
increase in the number of “inpats” found in large multinationals. An inpat is a foreign man-
ager on assignment in the parent country headquarters. Research indicates that these per-
sons can also have a difficult time adapting to their new surroundings, 34  so their adjustment 
must also be a priority for the global HR manager. 
  When these statistics are coupled with the results of recent surveys indicating that a 
majority of multinationals actually plan to increase their use of expatriates (especially 
those on short-term and traveling global assignments) in the coming years, 35  it is obvious 
that expatriates will play crucial roles in many of the world’s largest international employ-
ers. It is, in fact, estimated that approximately 80 percent of all middle- to large-sized 
companies use expatriates. 36  
  Despite the importance of expatriate managers in international business, many compa-
nies are apparently not yet effectively selecting and preparing their employees for overseas 
assignments. Though estimates of the failure rates (or premature return) of American expa-
triates are often exaggerated or misquoted, there is sufficient research evidence to suggest 
that on average, American expatriates fail more often than do their Japanese and European 
counterparts. 37  This should not come as a surprise when considering the results of a recent 
study of 118 multinational firms with a combined total of 5.6 million expatriates, which 
found that while 74 percent of companies provide cross-cultural training for their overseas 
assignees only 25 percent of these companies make the training mandatory. 38  

 Selecting the Expatriate Manager 
 Exhibit 4–4 lists the factors that seem to be most commonly associated with expatriates’ suc-
cess and failure. It is obvious from the list that selection for expatriate assignments will be an 
extremely complex and sensitive task. Many of the factors that are related to a successful 
expatriate assignment will be difficult to measure, and the managers’ level of success in do-
mestic operations may have very little to do with their success overseas. One of the major 
reasons that expatriate failure rates are so high for many American companies is that these 
companies continue to believe that a manager’s domestic performance will always be related 
to his or her overseas performance. As a result, many expatriates believe that too little atten-
tion is being paid to numerous other critical factors during the selection process. 39  
  While technical competency is obviously important, expatriate manager selection 
should focus on at least three other major categories of skills: 

 1. Manager’s self-image—levels of self-confidence, self-esteem, and ability to cope with 
stress. 

 2. Manager’s normal way of interacting with others—interpersonal style and sensitivity to 
nonverbal communication. 

 3. Manager’s perceptual orientation—ability to tolerate uncertainty, open-mindedness, and 
acceptance of cultural differences. 40  

  Thus, as Exhibit 4–4 shows, the first key to finding a successful expatriate is a selection 
process that accurately determines who is culturally flexible and adaptable, has a support-
ive family situation, and is motivated to accept the overseas assignment. 

 HRMemo   Estimates 
suggest that 20 
percent of U.S. 
expatriates are female. 
Why so low? Bias in 
selection practices 
and outdated beliefs 
that women are less 
interested in interna-
tional assignments 
may help explain it. 
Also, company policies 
do not seem to do 
enough to attract 
the partners of these 
female candidates, 
many of whom do 
not want to put their 
successful careers on 
hold while overseas. 

  Sources:    Ann Pomeroy 
(2006), “Outdated Policies 
Hinder Female Expats, ” 
HR Magazine,  Vol. 51, Iss. 12, 
pp. 16–17; GMAC Global 
Relocation Services (2006), 
 Global Relocation Trends, 
2006 Survey Report;  K. Tyler 
(2001), “Don’t Fence Her In, ” 
HR Magazine,  Vol. 46, Iss. 3, 
pp. 69–77. 
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  The role of the expatriate’s family should never be underestimated when making 
decisions about overseas assignments. Research indicates that when the spouse and/
or family adjusts to the new culture, it can significantly affect the expatriate’s perfor-
mance. 41  Some evidence even suggests that a spouse’s inability to adjust to the over-
seas assignment is the single most common factor in expatriates’ failures. 42  For 
an expatriate with children, worries over schooling and leisure activities can add to the 
stress associated with the assignment. Eventually, if these worries are not resolved, 
the assignment might end with an early return of the expatriate to his or her parent 
country. 
  Family support for the expatriate can be improved if family members are directly in-
volved in the decision-making process. Fortunately, it appears that many companies now 
understand how important this can be. Not only are family members interviewed during 
the selection process, but many international companies now include family members in 
training programs and systematically use the knowledge and experience that family mem-
bers who have been on international assignments have gained through their previous inter-
national experiences. 43  
  One of the more difficult family issues to deal with during the process of selecting 
and training expatriate managers is the realities of dual career marriages in the United 
States. As a result of this trend, organizations are becoming more actively involved in 
career assistance for expatriates’ spouses, especially since issues regarding spouses’ ca-
reers are the most frequently cited reason that qualified managers turn down an interna-
tional assignment. 44  
  A company can do several things to enhance the expatriate manager’s motivation to 
accept and do well in an international assignment. Attractive compensation programs can 
help. Perhaps more important, however, is providing comprehensive predeparture training 
and coaching 45  and making sure that the assignment is perceived as beneficial to the man-
ager’s long-term career objectives. 46  

Characteristics of the
expatriate manager

High probability for success Low probability for success

Strong technical skills

Good language skills

Strong desire to work overseas

Specific knowledge of 
overseas culture

Well-adjusted family

Complete support of spouse

Behavioral flexibility

Adaptability and open- 
mindedness

Good relational ability

Good stress management skills

Uncertain technical competency

Weak language skills

Unsure about going overseas

Family problems

Low spouse support

Behavioral rigidity

Unadaptability—closed to   
new ideas

Poor relational ability

Weak stress management skills

  EXHIBIT 4–4 
Expatriate 
Managers’ Success 
and Failure 
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 Traditional expatriate managers, who relocate to a differ-
ent country for several years at a time, have played an 
important role in shaping commerce and trade in the 
global marketplace. Historically, organizations have 
needed qualified managers willing to relocate overseas re-
gardless of the disruption to the expatriate (and to his or 
her family) and the cost to the organization. And the costs 
of traditional expatriate managers have been well docu-
mented, easily approaching two to three times more than 
a domestic manager who doesn’t relocate. As a result of 
these pressures and the difficulty in recruiting individuals 
for these long-term expatriate assignments, several alter-
natives have emerged in recent years, including short-
term, commuter, virtual and traveling international 
assignees. Individuals who take these types of assignments 
tend to remain living in the home country but travel to 
one or more countries for short periods of time 
  A number of potential advantages are associated 
with these new types of international assignments create 
less stress and strain on the assignee’s family, frequently 
requiring no relocation. Third, the organization can de-
ploy international assignees much faster and in a more 
flexible way than compared to traditional expatriates 
who are sent to a single country for several years. 
  However, these emerging international assignments 
have some costs associated with them. For example, em-
ployees who travel back and forth between the home and 
one or more host countries to work on large projects 

might inadvertently put their firms at risk of tax and work/
visa penalties. Each country has its own requirements and 
sometimes a firm’s international assignees (sometimes 
 referred to as “stealth expatriates”) do not inform the HR 
department of the extent or duration of their international 
trips. Fines and other penalties for violating a country’s tax 
and visa laws can be severe. One survey suggested that 
78 percent of HR departments have “stealth expatriates” 
within their organization. Interestingly, 83 percent of 
these same firms report that they lack internal systems to 
keep better track of these world travelers. 
  Regardless of the risks, it is safe to say that interna-
tional assignees of all types will continue to play a sig-
nificant role in global organizations for the foreseeable 
future; but the new realities of global HR management is 
clearly changing the nature of international assignee re-
cruitment, selection, and deployment. 

  Sources:  David G. Collings, Hugh Scullion, and Michael J. 
Morley (2007), “Changing Patterns of Global Staffing in the 
Multinational Enterprise: Challenges to the Conventional 
 Expatriate Assignment and Emerging Alternatives,”  Journal of 
World Business,  Vol. 42, lss. 2, pp. 198–213; Steve McKenna 
and Julia Richardson (2007), “The Increasing Complexity of 
the Internationally Mobile Professional: Issues for Research 
and Practice,”  Cross Cultural Management,  Vol. 14, Iss. 4, 
pp. 307–20; adapted from “Business: In Search of Stealth; 
Expatriate Workers” (April 23, 2005),  The Economist , Vol. 375, 
lss. 8423, p. 78; and Jacqueline A. Hauser (2005), “The Hidden 
Global Assigned”,  Workspan , Vol. 48, lss. 7, pp. 32–36. 

 HR Journal    “Stealth-Pats” and Other Alternatives to Traditional 
Expatriate Assignments 

 Culture Shock and the Expatriate Manager 
 A trip to a foreign culture can cause tourists and expatriate managers alike to go through a 
predictable series of reactions to their unfamiliar surroundings. Exhibit 4–5 illustrates the 
cycle of these reactions. First, there is a period of fascination, where all of the different 
aspects of the culture are viewed with interest and curiosity. This first reaction to a new 
culture is generally a positive experience. 
  Next, however, comes a period known as  culture shock.  Culture shock refers to the 
frustration and confusion that result from being constantly subjected to strange and unfa-
miliar cues about what to do and how to get it done. 47  Notice, in Exhibit 4–5, that culture 
shock does not typically occur during the earliest days of a trip overseas. Thus, while many 
expatriate managers’ assignments begin very positively, their experiences often turn nega-
tive soon after. 
  The final stage of coping with a new culture is adaptation. During this stage, the expatri-
ate has made reasonable adjustments to the new culture and is able to deal effectively with 
it. Although this stage seldom returns the expatriate to the heights of excitement that he or 
she first experienced, a successful transition to a new culture does return the expatriate to 
manageable levels of a “normal” lifestyle. 
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  So, how can HR help the expatriate deal effectively with the inevitable frustrations of 
culture shock? The answer obviously begins with the assignee’s motivation. Successful expa-
triates  want  to live and work overseas. 48  Forcing a manager to accept an extended assignment 
in a new culture and disrupting his or her family structure will inevitably result in failure. 
  Language skills are also invaluable to the future expatriate. Some experts suggest, in 
fact, that fluency in the host country’s language is the single most important aid the expa-
triate has for dealing with the multitude of business challenges that await. 49  
  A comprehensive approach to the international assignment also includes preparation for 
the host country personnel that will be working with the newly arrived expatriate. His or 
her culture will be as unfamiliar to the host country nationals as theirs is to the expatriate. 50  
And without their cooperation the expatriate’s efforts are destined for failure. 
  Another important step is to prepare the expatriate and his or her family for  reverse 
culture shock , which can affect these individuals after they return to their home country 
and culture. 51  For example, the returning expatriate, having changed while abroad, finds 
that he or she no longer fits well with the company culture and seeks alternative employ-
ment. Also, reverse culture shock can affect spouses when they find out that their careers 
cannot be restarted immediately without networking for a job and upgrading some of the 
skills that may have become outdated while living overseas. 

 Training the Expatriate Manager 
 Once the groundwork for a successful overseas assignment has been laid by choosing ex-
patriates who have good chances of succeeding, the next step toward ensuring success is 
for the organization to properly train and prepare these managers for their upcoming as-
signments. As with selection, training programs for expatriate managers need to focus on 
issues that are not typically dealt with in domestic training programs. Exhibit 4–6 high-
lights four organizations that offer a variety of information, international management 
strategies, and cross-cultural training services to individuals and companies. 
  Intercultural training does seem to improve the chances for success on an overseas as-
signment. 52  According to Tung, 53  there are two primary determinants of how much and 
what kind of training expatriate managers should receive. These are the level of contact 
with the host culture that the expatriate will encounter and the degree of dissimilarity be-
tween the home and host cultures. As either of these increases, the expatriate will require 
more in-depth training for the overseas assignment. 
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  EXHIBIT 4–5 
The Culture 
Shock Cycle 
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  Predeparture training includes the critical activities of preparing the expatriate for the 
overseas assignment. Its purpose is to reduce the amount of culture shock that the manager 
and his or her family encounter by familiarizing them with the host country. It also helps to 
increase the expatriate manager’s commitment to the parent organization, perhaps also 
leading to higher performance. 54  
  Self-awareness is an important aspect of successfully preparing for an international as-
signment. Assessment questions such as those presented in Exhibit 4–7 can be very helpful 
to the expatriate. Responding to these kinds of questions can help the manager know where 
he or she is most likely to encounter culture shock. In addition to building self-awareness, 
the manager may enroll in intensive language training classes. Nothing replaces “being 
there” in the host country, but these classes can help facilitate faster adjustment to living 
and working in the host country. This kind of advance preparation can go a long way 
toward reducing the negative effects of being transplanted to a new culture. 
  The second phase of the training program occurs in the host country location. In other 
words, training does not stop just because the manager has his or her boarding pass in 
hand. Language training continues to be a priority during this phase of training. In addi-
tion, mentoring relationships have proved to be very effective tools for training expatriates. 

  EXHIBIT 4–6 
Cross-Cultural 
Training and 
Consulting 
Companies 

 The following are companies that provide cross-cultural training, consulting, and other services for 
global assignees. For more information, please visit the following website: www.shrm.org/hrdisciplines/ 
global/Pages/default.aspx. 

  Berlitz   International  (www.berlitz.com) 

 Berlitz, provider of international language training services, offers customized language 
instructions, cross-cultural training, translation, and interpretation services through 400 offices 
worldwide, including more than 70 in the United States and Canada. Private, semiprivate, and 
group programs are available, and the Total Immersion Program delivers conversational 
proficiency in as little as 2 to 6 weeks. Certain Berlitz courses are recommended for college 
credits by the American Council on Education. 

  Farnham   Castle  (www.farnhamcastle.com) 

 For 50 years the castle has been the home of the world renowned Farnham Castle International 
Briefing and Conference Centre, providing intercultural training to employees of the world’s 
leading companies as well as U.K. and overseas governments. In addition, specific programs are 
available in intercultural management, country and business briefings, repatriation, and intensive 
language training. 

  ITAP International  (www.itapintl.com) 

 ITAP International specializes in solutions that integrate national, functional, and corporate cultural 
approaches to improve business effectiveness. ITAP’s 25 years of in-depth, cross-border global 
consulting support for Fortune 50 to mid and small enterprises is based on a foundation of 
research-based methodologies. ITAP’s consultants in over 20 countries bring a diverse range of 
industry backgrounds to each client engagement. 

  Sietar   International  (www.sietarusa.org/) 

 Sietar International is an international professional organization for managers, consultants, and 
educators who are involved in facilitating contact, exchange, and integration for students, 
trainees, migrants, and professional personnel operating in a host culture different from their 
own. Members include educators at primary, secondary, and third level whose subject areas 
include languages, geography, civics, international relations, or conflict resolution; administrators 
and faculty of study abroad and foreign student programs; third world development 
administrators and trainers; international business and language trainers; and intercultural 
exchange facilitators. Publication:  Communique  —International Journal of Intercultural Relations . 
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 Prospective global managers should prepare satisfactory answers to the following questions 
before going on an overseas assignment: 

  1.  How aware are we of our own culture? Are we willing to adjust to a host culture? 

  2. How will living abroad affect me and my family? 

  3. What will my spouse do in terms of work and home life? 

  4. Are my children prepared for living in a host culture? 

  5. What assistance and support will be available to us? 

  6. What will happen to our home and other personal property while we are gone? 

  7. What arrangements can be made for family pets? 

  8. How will we handle health care while we are overseas? 

  9. Is there a threat of terrorism in the host country? What security measures should we take? 

 10. What kinds of recreational opportunities are available? 

 11. Will language barriers present problems for me? 

 12. What is the proper form of dress for various occasions? 

 13. How will we handle transportation at the overseas location? 

 14. What kinds of food can we expect to eat? 

  EXHIBIT 4–7 
Expatriates’ 
Self-Awareness; 
Being Prepared for 
Culture Shock 

 Source: Adapted from Iris 
I. Varner and Teresa M. Palmer 
(2005), “Role of Cultural 
 Self-Knowledge in Successful 
Expatriation,” Vol. 27, Iss. 1, 
pp. 1–25; Philip R. Harris and 
Robert T. Moran (1991), “So 
You’re Going Abroad Survey,” 
in  Managing Cultural Differ-
ences , 3rd ed. (Houston: Gulf). 

For many organizations that have several expatriates at the same overseas location, local 
support groups have developed to help the entire family of a newly arriving expatriate. 
  Many experts suggest that one method for helping the expatriate manager to cope with 
a new culture is to get him or her involved with daily experiences as soon as possible. 55  
  The final phase of an integrated expatriate training program occurs when the manager 
prepares to return to the parent country. The process of being reintegrated into domestic 
operations is referred to as repatriation. And, while too many organizations assume that 
 repatriation  is a straightforward matter, evidence suggests that it can be even more frus-
trating than the culture shock experienced by the expatriate during the overseas assign-
ment. The reality of repatriation is that managers returning home after an overseas 
assignment are more likely to leave the parent organization than their domestic counter-
parts, due in large part to a mismatch between the expatriate’s expectations and the reality 
of life at the home offices. 56  Surveys indicate that not only do many expatriates experience 
the “out of sight, out of mind” syndrome, but a sizable number believe that they have actu-
ally lost ground to their domestic peers in terms of career advancement. 57  Considering the 
fact that 68 percent of firms do not provide postassignment guarantees, it’s not surprising 
to learn that only 40 percent of returning expatriates were unsure whether international as-
signments lead to enhanced promotion opportunities within their companies. 58  
  As is the case in domestic career management, an organization can help managers deal 
with such issues if it actively plans how the international assignment will fit with the expa-
triate manager’s career aspirations. To do so, companies should identify prospective inter-
national managers early in their careers. In fact, many companies who are now committed 
to the international marketplace realize that every hire should be treated as a prospective 
global employee. Interest in and propensity for accepting an international assignment has 
become a routine part of recruitment. 59  

 Compensating the Expatriate Manager 
 Maintaining an expatriate manager on an overseas assignment is very expensive. Estimates 
are that a middle- to upper-level expatriate can cost an organization anywhere from two to 
three times what it costs to maintain him or her on a domestic assignment. 60  These higher 
costs are often due to the compensation practices of many multinational organizations. 
One of the most popular international compensation approaches for U.S., European, and 
Japanese firms is known as the  balance-sheet approach . The objective here is to ensure 
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that the expatriate maintains a similar standard of living (i.e., is “kept whole”) as in the 
home country and to ensure employee mobility by providing some financial incentives to 
accept the global assignment. The major components include assistance with home and 
host country income taxes, host country housing, goods and services (e.g., food, clothing, 
medical care), and a reserve for contributions to savings, benefits, pensions, and the like. 
  In addition, expatriates are often provided with a variety of “extras” as incentives for 
relocation and to make sure they are able to maintain their home country standard of living. 
According to Milkovich and Newman, 61  there are three broad categories of allowances: 

 1.  Financial  Examples include company-paid children’s education allowance, home 
leave allowance, mobility premium, and assignment completion bonuses. 

 2.  Social adjustment  Rest and relaxation leave, language and cross-cultural training, 
club memberships, and assistance with locating a new home. 

 3.  Family support  Child care providers, assistance locating spousal employment, and 
assistance locating schools for children. 

  One of the most popular financial allowances, expatriate premiums, sometimes referred to 
as “foreign service premiums,” are adjustments made to the expatriate manager’s base salary 
for the inconvenience that an international assignment causes both the manager and his or her 
family. 62  Foreign service premiums usually vary in size according to the perceived hardship 
that the host culture causes. For example, foreign service premiums paid to American expa-
triates at Amoco (BP) range from nothing for an assignment in Canada to 25 percent for an 
assignment in Thailand to a full 50 percent if the expatriate is stationed in Azerbaijan. 
  The actual cost of living in many foreign settings is extremely high. In 2010, the five 
most expensive cities in the world include Luanda (Angola), Tokyo (Japan), Ndjamena 
(Chad), Moscow (Russia), and Geneva (Switzerland). 63  The expatriate’s compensation will 
usually include a cost-of-living premium to offset these differences. These premiums might 
be further supplemented with a home maintenance allowance, a home furnishings allow-
ance, assistance with maintaining or selling the expatriate’s home before leaving for the 
overseas assignment, transportation differential allowances, educational allowances, and 
hardship premiums in difficult or hazardous environments. 
  When all of the costs incurred with an expatriate are added together, a company is faced 
with spending as much as five times the manager’s domestic salary to maintain him or her 
and the family overseas for just one year. 64  To combat these costs, some firms have shifted 
to using more short-term assignees. 65  Interestingly, even short-term expatriate assignments 
can be expensive for companies as illustrated in Exhibit 4–8. 
  In spite of the costs, many corporations continue to rely heavily on short- and long-term 
expatriate managers. The importance of expatriates can be summed up by the comments of 
John Pepper, former chair of the board of Procter and Gamble, who believes that inter-
national assignments were one of the most powerful development experiences in shaping 
him as an effective global leader. 66  

  EXHIBIT 4–8 
Sample Costs* 
for Short-Term 
Expatriates in 
Major Cities 

Source: Reprinted by permission 
of The Wall Street Journal 
© 2007 Dow Jones & Company, 
Inc. All rights Reserved 
Worldwide. License number 
2764991401612.

 City Apartment Rental for Family Meal at a Restaurant (per person) 

 Mumbai $6,400 per month $100 
 Beijing $3,500–8,000 per month $25 
 London $4,000 per month $80–125 
 Tokyo $12,000 per month $65 to 85 
 Moscow $10,000 per month $60 
 Dubai $8,000 per month $35 

 *Costs (approximate and in U.S. dollars) are subject to change based on British pound–U.S. dollar exchange rate. 
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 Host Country Nationals and the Global Corporation 

 When an organization begins to operate as a global rather than a multinational corporation, 
the use of expatriate managers will decrease. Part of the desire to limit the use of expatri-
ates stems directly from the high cost of sending managers and their families on interna-
tional assignments. Organizations are also beginning to understand, however, that managers 
who are host country nationals have distinct advantages over expatriates in terms of cul-
tural sensitivity and understanding local employees’ motivations and needs. In order to 
train and develop its future Chinese managers in the areas of marketing, supply chain man-
agement and engineering, Motorola has established its own corporate university in China. 67  
Other companies have turned over more of the key managerial positions in their foreign 
operations to host country and even third country nationals. For example, companies like 
3M, Intel, Merrill Lynch (Bank of America), General Electric, and Avon employ local na-
tionals to head their operations in India. 68  To solve its management problem, Las Vegas–
based Bally Gaming International hired former East Germans who had lived in Russia for 
many years to manage its majority-owned Russian joint ventures. 69  However, some compa-
nies (especially those new to international business) still have strong reservations about 
using HCNs. Some of the reasons most frequently mentioned for not using locals are 
(1) concern that the locals will not adopt the parent company’s culture and management 
system, (2) concern about the level of commitment to the organization that locals may have, 
(3) concern that HCNs may not have the expertise that expatriates have, and (4) concern 
about how effective communication will be between the host country and home offices. 
  Careful recruitment, selection, and training can reduce or eliminate many of the potential 
problems with using HCNs. Current estimates suggest that American corporations, for 
 example, employ approximately 5.4 million foreign workers in overseas operations, but 
 although many developing nations welcome foreign investments, they also want their own 
citizens to begin occupying more critical managerial positions in foreign-owned compa-
nies. 70  Thus, it is essential for global HR professionals to understand that training for inter-
national assignments is a two-sided coin—train the expatriate to be more culturally sensitive, 
and train the host country manager to be prepared to accept greater responsibility. 
  When an organization recruits HCNs, it should not assume that the same sources that it 
uses for domestic applicants will be effective. Its HRM policies will definitely have to be 
more flexible, and the organization will have to strive for a reasonable fit between these 
policies and cultural values. 71  
  Several suggestions can improve the effectiveness of HCN recruiting efforts. Overall, the 
best advice is for the organization to follow the example of other companies doing business 
in a particular country. Try to use the same methods and sources as the host country organiza-
tions. 72  Specifically, a recruiting liaison can help with the details of the process. Recruitment 
ads should be written in ways that are consistent with local custom and jargon so there are no 
misunderstandings. In addition, so the company can get the best picture of an applicant’s 
qualifications, HCNs should be allowed to use their native  language during interviews. 73  

 The Legal and Ethical Climate of Global HRM 

 When an organization decides to become an international enterprise, it will be confronted 
with new and potentially unique standards of legal and ethical conduct. International busi-
ness is conducted in a maze of international trade agreements, parent country laws, and host 
country regulation of foreign enterprises. In addition, many decisions that might challenge 
an organization’s normal standards of ethical conduct may be encountered. For example, 
environmental regulation is weaker in many countries around the world than it is in the 
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United States. Since relaxed environmental controls can allow an organization to operate at 
lower cost, management philosophy about protecting the environment will inevitably have 
to be dealt with. Should the organization continue to meet or exceed standards used in the 
United States, or should it merely attempt to meet less stringent foreign standards? 
  Other business practices that are considered unethical or illegal in the United States 
might be considered part of the normal conduct of business in other countries. Gift giving 
is a common practice in many parts of the world. Unfortunately, in situations where there 
is a conflict of interest, such gift giving can be considered bribery in the United States. The 
Congress of the United States was so concerned with this particular issue that it passed the 
 Foreign Corrupt Practices Act (FCPA) of 1977  .  
  The purpose of the FCPA was to make it illegal for employees of American corporations 
to induce foreign officials, by offering monetary or other payments, to use their influence 
to gain an unfair competitive advantage for the organization. However, it does not prohibit 
payments made to minor officials if the payments are intended to get the official to provide 
“routine governmental actions” (e.g., processing paperwork at a customs office) in a more 
timely fashion. This kind of “greasing” is common in many countries, but such payments 
are probably not a violation of the FCPA, since they do not have a corrupt intent. At the 
same time, many forms of payment that are not illegal in the host country might very well 
be considered violations. 74  
  Another legal area in which many HR professionals from American corporations will 
find substantial differences from country to country is employment discrimination. 
 Although equal opportunity employment is, unfortunately, not yet a reality in all American 
corporations, we do have some of the more stringent antidiscrimination laws affecting 
HR activities such as recruitment, selection, training, and compensation. As detailed in 
Chapter 3, there are numerous laws designed to regulate how organizations can and should 
make such decisions. Many countries around the world have not, however, attempted to 
create this kind of enforcement. 
  The differences that exist can create many problems for the HR manager thrown into a 
new cultural and legal arena. Host country managers may not understand or accept the 
standards of conduct that the expatriate manager has become accustomed to. One thing is, 
however, very clear. The Civil Rights Act of 1991, which prohibits discrimination on the 
basis of sex, race, religion, color, and national origin, applies to American corporations’ 
overseas operations. 
  Doing business overseas can also create ethical dilemmas related to the potential conflict 
that exists between profits and the preservation of basic human rights. Perhaps the most fa-
mous case where business, morality, and politics clashed was in the disengagement of most 
American corporations from South Africa during the era of apartheid. Today, similar ethical 
dilemmas occur around the globe in developing countries where child labor is abused and 
working conditions for adults may be abysmal. It is, in fact, a significant issue for the ma-
quiladoras that were discussed earlier in the chapter. On one hand, the maquiladoras provide 
an attractive opportunity for otherwise impoverished people to earn a living. 75  Unfortu-
nately, maquiladoras sometimes reveal widespread safety and health problems at the sites. 76  
  Resolving ethical dilemmas of this kind is not a simple task. Is it worse for an organiza-
tion to be associated with labor abuses or to not invest at all in developing nations? To 
help answer some of these questions during apartheid in South Africa, the Reverend Leon 
Sullivan articulated six principles to promote racial equality in employment practices. 
(See Exhibit 4–9.) Reverend Sullivan was the first African American to serve on General 
Motors’ board of directors. In that role, he was able to influence the direction of corporate 
America through his  Sullivan Principles  ,  as they are now known. The basic tenets of 
the principles were designed to eliminate oppressive racism in South African business. 77  
This was perhaps the first major attempt by a large U.S. corporation to codify ethics in 
 international business. 
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  EXHIBIT 4–9 
Excerpts from Sullivan 
Principles 

 Source: http://www.
thesullivanfoundation.org. 

 • Support universal human rights. 
 • Promote equal opportunity for all employees. 
 • Respect employees’ voluntary freedom of association. 
 • Provide a safe and healthy workplace .
 • Compensate employees to meet basic needs. 
 • Promote fair competition and do not engage in bribery. 
 • Help improve quality of life in communities .

 There’s a good chance that you recently have seen a blog 
or a newspaper article reporting that another U.S. com-
pany is “offshoring” or “outsourcing” part of its back-office 
or computer operations to a vendor in an international 
 location like India, China, or the Philippines. The trend is 
real. More and more firms are sending part of their 
 operations—software development, call centers, payroll, 
loan and insurance claims processing, and the like—to 
an offshore location. Firms like General Electric, Hewlett-
Packard, Oracle, and Prudential engage in offshore activi-
ties. Opponents of offshoring argue that such decisions 
cost Americans their jobs. These critics claim that bottom-
line-oriented American executives are too willing to lay off 
Americans in order to save some money in labor costs 
(since an individual working at a call center in Bangalore, 
India, makes considerably less than her counterpart in 
Cleveland, Ohio). They contend that exporting jobs will 
have the unintended effects of increasing unemployment 
and transferring wealth to workers in other countries. 
  Do the statistics support these claims? The data provide 
mixed results. On one hand, companies that provide 
outsourcing services in India like Infosys Technologies Ltd., 
Wipro Ltd., and Tata Consultancy Services have experi-
enced very rapid growth within recent years. These and 
other companies make up part of the $3.5 billion call 
center and back-office industry in India. This high-
growth (and high-profit) industry has led to a recent 
wave of acquisitions, including IBM, which agreed to pay 
$150 million for Daksh eServices, the third largest call 
center and back-office service provider with revenues of 
$60 million. In a similar move, Citigroup is increasing its 
ownership stake in another Indian outsourcing firm, 
e-Serve International Ltd. Certainly, one could argue that 
such trends will lead to job growth for Indian workers, 
most likely at a cost of American jobs. 

  On the other hand, proponents of free trade argue that 
outsourcing is an economically healthy and acceptable 
practice that should be allowed to flourish. These individu-
als point out that such free trade practices have led to job 
growth and profits for U.S. organizations that provide such 
services as legal work, computer programming, telecom-
munications, banking, engineering, management consult-
ing, and other private services to the world market. In 
addition to the trade surplus argument, proponents of free 
trade point to the number of Indian companies that have 
set up large operations in the United States. For example, 
Tata Consultancy Services has established 47 worksites in 
the United States to serve customers that include American 
Express Co., Citigroup Inc., Chevron Texaco Corp., and Eli 
Lilly & Co. This translates to the creation of more U.S. jobs. 
  In sum, outsourcing/offshoring is a controversial busi-
ness practice that represents one aspect of how the glo-
balization of business across national borders is occurring 
in today’s global economy. In order to be effective, man-
agers should understand how globalization impacts their 
domestic operations and influences the effective man-
agement of their human resources around the globe. 

  Sources:  Adapted from Mehul Srivastava (December 2010), 
“Philippine Call Centers Overtake India,”  Bloomberg Businessweek  
Online (accessed on June 26, 2011); Jeremy Smerd (2007), 
“Addressing Outsourcing Impact Overseas,”  Workforce Man-
agement,  Vol. 86, Iss. 21, pp. 7–9; Julie Forster (June 27, 2004), 
“Universities Begin to Offer Courses on Offshoring,”  Knight   
Ridder   Tribune Business News , p. 1; Manjeet Kripalani and Steve 
Hamm (April 26, 2004), “Merger Fever Breaks Out in Bangalore,” 
 BusinessWeek , Iss. 3880, p. 56; Joanna Slater (April 8, 2004), 
“IBM to Buy Indian Call-Center Firm,”  The   Wall Street Journal , 
p. B6; Jay Solomon and Elena Cherney (April 1, 2004), 
“A Global Journal Report: Outsourcing to India Sees a Twist,” 
 The Wall Street Journal , p. A2; Michael M. Phillips (March 15, 
2004), “More Work Is Outsourced to U.S. Than Away from It, 
Data Show,”  The Wall Street Journal , p. A2. 

 HR Journal   Outsourcing: Does It Create or Replace Jobs? 

 Labor Relations and the International Corporation 

 Both multinational and global corporations encounter a variety of labor relations issues 
that are different from purely domestic operations. There are many differences in the struc-
ture of unions and the influence that they have over an organization’s operations world-
wide. Coupled with these differences are labor laws that will be virtually unique to every 
nation in which an organization wishes to do business. 
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  Internationally, there are many important differences in labor–management relation-
ships from those typically found in the United States. In Mexico, for example, there are 
many differences in the way unions negotiate over wages and working conditions, changes 
in working hours, treatment of new hires, and collective health and pension benefits. 78  
  Differences in how much participation employees are entitled to in setting HRM poli-
cies are another critical area for the global human resource manager to understand. If an 
organization tries to impose policies and procedures on workers who are used to making 
HRM decisions along with management, then the imposed policies will be met with resis-
tance. Thus, before establishing operations in a different country, one important task for 
the global HR manager is to research the local labor relations climate. 
  There are many important differences in employee participation under the American labor 
relations system and the labor relations systems in other countries. While it is beyond the 
scope of this chapter to outline all of these, several examples should help reinforce the need for 
understanding local labor relations before an organization becomes an MNC or a GC. 
  Employee codetermination is a legally guaranteed right in Germany. German law gives 
employees three different degrees of participation, depending on the issue in question. 
 German worker councils merely have to be informed and consulted for most economic 
decisions. But they are allowed to participate in decisions such as dismissals, work proce-
dures, and the design of the workplace. At an even greater level of involvement, worker 
councils have approval rights over decisions such as working hours, training programs, and 
safety regulations. 79  
  Government regulation of business is another area where the American firm will en-
counter vastly different systems around the world. For example, in Singapore, there is a 
National Wages Council that sets guidelines for annual wage adjustments; work stoppages 
are nearly impossible because of governmental controls; and legislation regulates working 
conditions to a great extent. 80  
  It should be obvious that there is no simple solution to the labor relations problems that 
MNCs and GCs are confronted with. Nor is there any simple solution for unions that must 
deal with these corporations. The response of labor has been to try to establish global 

 HR Challenge  (continued from page 96)

 After reading this chapter, David now knows how difficult it can be to become an interna-
tional corporation. He also knows that there are cultural differences among nations that 
influence how business is conducted and what HRM practices will work. Finally, he has a 
real sense of just how expensive it can be to send an expatriate manager overseas and how 
difficult it is to prepare someone to be successful in the overseas assignment. 
  In their next meeting, David tells Michelle that he has reconsidered and decided that 
more careful study of the situation should be done before making any final management 
team decisions. Both agree, however, that one or two key people from Ohio should 
 undoubtedly be assigned to the Asian operation at least long enough for a successful transi-
tion to occur. 

   David   So, whom should we send, Mike? There are several people who have the 
technical skills to do the job. 

   Michelle     We need to fi nish our assessments before I can give you an answer. At least 
we now know what characteristics to focus on. And please don’t forget that 
you authorized money to establish the expatriate manager training program 
we talked about. 

   David   Stop worrying—you’ve got the money. Just give me some expatriates who 
are prepared for the challenges ahead. 
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 organizations to represent labor. These International Trade Secretariats have yet to suc-
ceed because MNCs tend to have considerable financial resources and readily available 
alternative sources of labor. At the same time, labor has made some progress in presenting 
its global reactions to MNCs and GCs. For example, as the European Union becomes 
more unified, labor is getting prepared with its own organizations, such as the European 
Trade Union Confederation. And the International Labor Organization has adopted a code 
for labor relations policies in MNC dealings. 81  

 Summary   This chapter has discussed the critical issues faced by organizations that conduct inter-
national business. Global human resource management is an important component of an 
organization’s success in a global marketplace. For an organization to become a successful 
international enterprise, it must be sure that its HRM policies can accommodate a cultur-
ally diverse workforce. As students learn more about HRM, including selection, training, 
appraisal, and compensation, they should become capable of adapting and then applying 
principles of domestic HRM to an international organization. 

  To summarize the major points covered in this chapter:  

  1. International business continues to grow at a remarkable rate. In the coming years, a 
majority of corporations will have internationalized to one degree or another. 

  2. Any attempt to become an international organization must include a systematic evalu-
ation of how HRM will adapt to the diverse cultural backgrounds of employees. 

  3. There are three sources of employees for an international organization: 

  a.  Parent country nationals (PCNs). 

  b.  Host country nationals (HCNs). 

  c.  Third country nationals (TCNs). 

  4. An ethnocentric corporation tends to view its HRM policies as the best method for 
dealing with employees and therefore relies on PCNs to fill key managerial and tech-
nical positions in its overseas operations. 

  5. In contrast, a geocentric corporation ignores national boundaries in favor of manage-
rial expertise when filling key positions in the organization. 

  6. Currently, failure rates among expatriate managers are very high in many American 
corporations. The major reasons for the high failure rates are 

  a.  Selection processes that focus too much on technical skills and too little on cul-
tural factors. 

  b.  Lack of systematic training for the overseas assignments. 

  c.  Too little involvement of family members in the selection decision. 

  d.  Lack of clear expectations about the role of the overseas assignment in the man-
ager’s career plans. 

  7. Family adjustment plays a critical role in an expatriate manager’s success overseas. 

  8. The cost of keeping an expatriate manager on an overseas assignment can be as much 
as three times the cost of maintaining that same manager on a domestic assignment. 

  9. An important part of an expatriate manager’s training should be an overview of the 
legal and ethical issues that are likely to be encountered on the overseas assignment. 

  10. Labor unions have begun to form international organizations to negotiate with the 
growing number of multinational and global corporations. To date, these international 
unions have met with only limited success. 
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  1. Think back to the major HRM challenges facing multinational corporations. Which 
challenges are the most difficult to address? 

  2. Assume that you’ve started to expand your company’s operations into India and China. 
This is the first time that your company is “going international.” Should the HR depart-
ment recommend the company use an ethnocentric or polycentric staffing approach? 

  3. In addition to having good technical skills, what other skills should an expatriate have 
in order to be successful in an international assignment? 

  4. What types of information should be included in cross-cultural training for expatri-
ates? Should spouses and family members be included in the training? 

  5. What is culture shock? When does it occur? What can be done to reduce its negative 
effects? 

  6. Hofstede reports that the United States scored very high on the individualism dimen-
sion. Do you agree that Americans are highly individualistic? Provide examples. 

  7. Discuss the advantages and disadvantages of using PCNs and HCNs for filling key 
managerial and technical positions in an international organization. 

  8. Why are so many multinational companies using short-term international assignments 
(less than one year in length)? Which would you prefer, a long- or short-term interna-
tional assignment? 

  9. In your opinion, to what extent do laws like the Foreign Corrupt Practices Act deter or 
eliminate corruption and bribery in international business? What can the HR depart-
ment do to prevent employees from engaging in these unethical behaviors? 

  10. What are the Sullivan Principles? How have they helped organizations understand the 
ethical issues they face when conducting business in foreign cultures? 

 Questions for 
Review and 
Discussion 
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 Key Terms  culture shock,  p. 106  
 ethnocentric perspective, 
 p. 102  
 expatriate manager,  p. 102  
 Foreign Corrupt Practices 
Act (FCPA) of 1977,  p. 112  
 geocentric orientation,  
p. 102  

 global corporation,  p. 100  
 global human resource 
management (GHRM), 
 p. 97  
 host country nationals 
(HCNs),  p. 101  
 multinational corporation, 
 p. 100  

 parent country nationals 
(PCNs),  p. 101  
 repatriation,  p. 109  
 Sullivan Principles,  p. 112  
 third country nationals 
(TCNs),  p. 102  
 transnational HRM 
system,  p. 102  

 Objective 
 The exercise is designed to have students review and consider the goals of various devel-
opmental approaches used by organizations. 

 Set Up the Exercise 
 Review the six approaches ( a2f  ) used to develop global managers in the table in 
 Exhibit 4A–1. Answer the following for each approach. 

 1. What can the firm accomplish with the approach used? 
 2. What would the cost-benefit analysis for each approach illustrate? 
 3. How do your answers to questions 1 and 2 compare with those of other students? 
 4. Why are students’ responses different? 

 EXERCISE 4–1 
 Development of 
Global Managers 
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Company Program

a. American Express Co.’s  Gives American business students summer jobs in which 
  travel-related services unit   they work outside the United States for up to 10 weeks. Also 

transfers junior managers with at least two years’ experience to 
other countries.

b. Colgate-Palmolive Co.  Trains about 15 recent college graduates each year for 15 to 
24 months prior to multiple overseas job stints.

c. General Electric Co.’s  Will expose selected midlevel engineers and managers to 
  aircraft-engine unit   foreign language and cross-cultural training even though not all 

will live abroad.

d. Honda of America  Has sent about 42 American supervisors and managers to 
  Manufacturing Inc.   the parent company in Tokyo for up to three years after 

preparing them with six months of Japanese language lessons, 
cultural training, and lifestyle orientation during work hours.

e. PepsiCo Inc.’s  Brings about 25 young foreign managers a year to the United 
  international beverage  States for one-year assignments in bottling plants.
  division

f. Raychem Corp.  Assigns relatively inexperienced Asian employees (from clerks 
through middle managers) to the United States for six months 
to two years.

  EXHIBIT 4A–1 
Developing Global 
Managers 

Source: Reprinted by permis-
sion of The Wall Street Journal 
© 1992 Dow Jones & Com-
pany, Inc. All rights Reserved 
Worldwide. License number 
2765000141621

 Objective 
 This exercise is designed to have students use the Internet to uncover mistakes that 
multinational corporations have made while managing their human resources around 
the world. 

 Instructions 
 Students should read the exercise below, conduct research on the Internet, prepare a 
 one-page report, and then, in groups of three to four, discuss the findings with their 
colleagues in class. 

 Exercise 
 Parent (or headquarters) companies have experienced difficulties adjusting to host- 
nation management practices. Examples of blunders being made by American, Japanese, 
French, British, and Swedish firms have continued to make news for decades. For exam-
ple, a Japanese company doing business in Indonesia hired primarily Bataks, members of 
an ethnic group with characteristics similar to the Japanese. Other Indonesians, however, 
resented this hiring practice, viewed it as discriminatory, and forced the company to 
change its policy. 
  As an assignment, students should use their favorite search engine on the Internet to 
collect examples of three blunders or problems that companies and organizations have 
encountered when addressing management practices in a host country and prepare a 
one-page summary on each of these examples for discussion with class colleagues. 

  Source:  Adapted from Robert Konopaske and John M. Ivancevich (2004), “Global Labor Relations IQ,” 
 Global Manag  e  ment and Organizational Behavior  (Boston: McGraw-Hill/Irwin), p. 413. 

 EXERCISE 4–2 
 Avoiding Costly 
International 
HRM Mistakes 
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 Application Case 4–1 

 A One-Year Assignment to China: Go Solo or 
Bring the Family? 
 Assume that Nick Connors, a fictitious HR manager, was just added to a 10-person inter-
national team of McDonald’s employees who have been tasked with opening up several 
new restaurants throughout China during the next 12 months. Nick was chosen because 
he’s an exceptionally effective HR professional who has worked for the company for 
10 years and has experience with starting up McDonald’s restaurants in the United States. 
McDonald’s, with worldwide sales revenue of about $24 billion in 2010, wants to take 
advantage of the fast-growing Chinese fast-food market. Unfortunately, Nick and his team 
are quick to discover that there is stiff competition from other large American fast-food 
chains that already have a large presence in China. For example, Kentucky Fried Chicken 
and Pizza Hut (both owned by Yum Brands) have enjoyed years of growth and profitability 
in this market of 1.3 billion people. As of 2011, Kentucky Fried Chicken was the largest 
restaurant chain in China with 3,200 outlets located in 700 cities, while Pizza Hut had 500 
outlets in 130 cities. How does McDonald’s compare? As of 2011, McDonald’s had approxi-
mately 1,300 stores located in 150 cities throughout China and reported plans to open 700 
more by 2013. By that same year, the company plans to remodel 80 percent of its existing 
stores in the country. Nick and his team are very excited about the opportunity to help 
 McDonald’s expand its world-famous brand throughout this high-potential Chinese market. 
  Before leaving on his one-year international assignment that will be based out of Beijing, 
Nick and his family had several discussions about whether they should accompany him. 
While Nick and his family had taken some international vacations to Cancun, Montreal, 
London, and some other European cities, none of them had ever stepped foot in China or 
any other Asian country for that matter. Lack of experience in China was not the only issue. 
Nick’s spouse, Ella, had just finished her law degree and was about to begin her legal career 
(and begin paying off her student loans) by working for a local law firm for which she 
clerked the previous summer. Nick and Ella have two children, Jenny who is 15 and starting 
her sophomore year in high school, and Luke who is 10 and will be entering the 5th grade. 
  Nick explained to Ella and the kids that the company would pay for them to accompany 
Nick on the one-year assignment, but he pointed out that there were some other issues to 
consider. Nick was told that he and his start-up team would have to travel to multiple cities 
while in China and that he would be required to spend up to five days or more a week on-site 
making sure that all of the HRM activities such as recruitment, selection, initial training, 
and payroll would get done on time according to the company’s standards and guidelines. 
This would mean that Ella, Jenny, and Luke would be on their own in Beijing for most of 
time the family was living in China. Jenny said she would go if the assignment meant a lot 
to her father’s career; but in a quiet moment Jenny told Ella that she would be upset if she 
missed getting on the JV soccer team this year (a goal for which she had been training hard). 
Also, her inner circle of friends didn’t want her to go because she was a very popular mem-
ber of the group and her friends were supportive but not really excited about her “taking off 
for a year.” As for Luke, he was a little nervous about the idea of going to the other side of 
the world where everything and everyone would be different, but he had an adventurous at-
titude and usually adjusted to new places and people reasonably well (the family had moved 
a few times across three states over the years). These reservations aside, both Nick and Ella 
felt that this opportunity could be really good for Nick’s career and that the kids would ad-
just reasonably well after getting settled and making some friends in Beijing. As for Ella’s 
plan to start her career at the law firm, she had to give that some thought. 
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  As for assistance, assume that McDonald’s offers Nick a generous expatriate relocation 
package that includes predeparture language and cross-cultural training for him as well as 
Ella and kids, a foreign service premium worth about 30 percent of his base salary, a com-
pletion bonus after he successfully finished his one-year assignment, an apartment hunting 
trip for Ella and him, assistance with tax preparation, subsidized housing while overseas, 
full medical care, and subsidized tuition for his children at the international school in 
 Beijing. Also assume that McDonald’s offers to help find Nick an HRM position that takes 
advantage of his newly acquired international experience after his assignment is complete 
and he returns to the United States. If Nick should go by himself, the company will pay for 
him to fly back to the United States on two different occasions for one week at a time. 
  In a quiet moment, Nick and Ella sit down over coffee to decide whether Nick should go 
alone or whether the whole family should go to China. 

 Discussion Questions 

 1. How challenging do you think this assignment would be? To what degree will Nick’s 
start-up experience in the United States help him be effective starting McDonald’s res-
taurants in China? 

 2. How can language and cross-cultural training help Nick and his family adjust to 
Chinese culture? 

 3. If Ella goes to China for a year, how might that decision impact her career? What are 
her chances of working for the local law firm when she returns from China? 

 4. What would you do if you were Nick? Go alone to China, or ask Ella, Jenny, and Luke 
to accompany you? 

  Sources : This is a fi ctitious case, which includes actual fast-food market data from the following 
sources: http://www.mcdonalds.com, accessed June 27, 2011; Michael Wei (January 27, 2011), 
“Hamburger University Shanghai Is Sizzling,”  Bloomberg     Businessweek    Online (accessed June 27, 
2011); Patti Waldmeir (April 2, 2011), “Street Smarts Needed to Thrive in China,”  Financial Times, 
 p. 10; Julie Jargon and Laurie Burkitt (February 13, 2011), “KFC’s Recipe for Love in China: The Egg 
Tart,”  The Wall Street Journal Online  (accessed June 27, 2011); Laurie Burkitt (December 16, 2010), 
“McDonald’s Joins the Line Looking to Expand in China,”  The Wall Street Journal,  p. B8.  

 Application Case 4–2 

 Reverse Offshoring: A New Source of Jobs for 
College Graduates? 
 A recent survey reported that 42 percent of U.S. companies prefer India as the country to 
establish their offshoring operations. Offshoring can take a variety of forms but typically 
occurs when a U.S. company moves one or more business functions to a country that can 
perform those activities at a significantly lower cost than in the U.S. One survey estimates 
that U.S. companies will move 3.4 million jobs and $136 billion in wages to international 
locations like India by 2017. Activities that are commonly moved to India include back-
office data processing, IT programming, and customer service call centers. Because of the 
impact of offshoring business operations to India, some Americans feel that this has hurt 
their job prospects in the United States. 
  But now, there is a small but growing trend known as “onshoring” (a.k.a., reverse 
 offshoring). Driven by the demand for more foreign employees who can help fuel global 
expansion, several large Indian companies like Infosys, Tata Consultancy Services, and 
Wipro Technologies are willing to pay up to $55,000 a year in salary for new American 
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employees who have the education, interpersonal and communication skills, and ability to 
help their businesses grow in the United States. These Indian companies are focusing their 
recruitment efforts at several American job fairs and universities. 
  After an American college graduate is hired, Tata sends the new recruit to Mysore, 
 India, for an intensive six-month training program. Upon completion of the training, the 
 individual is sent back to a Tata branch office located in the United States where she will 
work. Similarly, Infosys brings its new American recruits to India for training in order to 
learn about the firm’s culture and develop relationships with Indian colleagues. The ac-
commodations on the training campus include such amenities as a swimming pool, state-
of-the-art gym, tennis courts, and an Epcot Center–like auditorium. After the training is 
complete, the recruits are sent to one of Infosys’s offices in Texas, Arizona, New York, 
 Illinois, California, or Massachusetts, where they will work. 
  While going through the initial training program in India, American recruits need to do 
more than learn the company’s policies and names of colleagues; they should also learn 
about Indian culture. For example, some Americans in India are surprised when Indian col-
leagues ask very direct questions (e.g., How much do you make?). Many Americans are 
initially annoyed by the amount of cutting into lines that occurs at public places. Fortu-
nately, some Indian companies offer the new recruits (and Indian counterparts) cross- 
cultural training courses so that the American and Indian employees can understand each 
other better, ultimately leading to better teamwork and productivity. 

 Discussion Questions 

 1. What is your opinion of offshoring or moving jobs to international locations like India? 
Explain. 

 2. If you were to take a job for an Indian company like Infosys or Wipro, what types 
of adjustments (if any) would you need to make compared to going to work for an 
American company? 

 3. How much do you know about Indian culture and working with Indian colleagues? 

 4. Assume that you have an interview with Tata; how would you go about researching the 
firm before your interview? 

  Sources:  Robert Konopaske, using information from Diane E. Lewis and Richard Waters (July 2, 2007), 
“Bangalore Wages Spur ‘Reverse Offshoring,’”  Financial Times ; “India Tech Firms Seek U.S. Talent in 
 Offshoring Twist” (May 30, 2006),  Knight   Ridder   Tribune Business New s, p. 1; Saritha Rai (August 19, 2003), 
“Indian Companies Are Adding Western Flavor,”  The   New York Times ; Somini Sengupta (October 17, 
2006), “In a Twist, Americans Appear in Ranks of Indian Firms,”  The New York Times,  p. A6. 

 Notes   1.  “Big U.S. Firms Shift Hiring Abroad: Work Forces Shrink at Home, Sharpening Debate on 
Economic Impact of Globalization” (April 18, 2011), The Wall Street Journal Online (accessed 
April 26, 2011); Robert Konopaske and John M. Ivancevich (2004),  Global Management and 
Organizational Behavior  (New York: McGraw-Hill/Irwin). 
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Part

2  Acquiring 
Human 
Resources 

 Part Two consists of four chapters. Chapter 5, “Human Resource Planning,” emphasizes 
the important role of planning in an organization’s overall human resource strategy. In 
Chapter 6, “Job Analysis and Design,” methods for analyzing and describing jobs are 
 discussed and critiqued. Numerous and currently popular approaches to recruitment 
are presented in Chapter 7, “Recruitment.” In Chapter 8, “Selecting Effective Employees,”  
the various steps in the selection process are presented and several alternative methods of 
selection are described. 
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 Chapter

5  Human Resource 
Planning 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Discuss  the importance of human resource planning in organizations 
and give examples of the critical linkages that exist between strategic 
planning and human resource planning. 

 2.  Analyze  how managers forecast demand for and analyze the supply of 
employees in the organization. 

 3.  Compare four  forecasting techniques that are used in human resource 
planning. 

 4.  Differentiate  the terms  skills inventory, succession planning,  and  
replacement chart.  

 5.  Discuss  how human resource information systems support an organiza-
tion’s effort for effective human resource planning. 
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 HR Challenge 

 “What do you mean, we’re going to lose the government contract?” asked the company 
president, Ted Sloane. 
  “We’re going to lose it,” said the human resource management vice president, Anne 
Wilson. “We don’t have trained personnel to meet the contract specifications. We have to 
furnish records to show that we have enough employees with the right technical qualifica-
tions who meet the government’s equal employment opportunity goals. I don’t have those 
kinds of records available at a moment’s notice. You know I asked you to let me set up a 
human resource information system (HRIS). Why didn’t we get around to it?” 
  Ted didn’t know what Anne had in mind. Everything he ever heard about computer 
systems suggested that they were expensive and complex. Now he wanted to learn more 
about HRISs. 

 Experiences like Ted’s are common, and, as the complexity of doing business increases, 
they are becoming more common. Today, more than ever, success in business is dependent 
on being able to react quickly to opportunities that arise. More than ever, organizations 
must have accurate, rapid access to information about both the supply of and the demand 
for human resources and be prepared to deal with any surplus or shortage that may come 
about. Predicting future needs for human resources and using existing resources effectively 
are the basic issues addressed in this chapter. 
   Human resource planning  (HR planning) is both a process and a set of plans. 1  It is 
how organizations assess the future supply of and demand for human resources. In addition, 
an effective HR plan also provides mechanisms to eliminate any gaps that may exist between 
supply and demand. Thus, HR planning determines the numbers and types of employees to 
be recruited into the organization or phased out of it. It helps answer the question: Will we 
have the right people for the right jobs at the right time? Dynamic by nature, the HR planning 
process often requires periodic readjustments as labor market conditions change. 

 Human Resource Planning 

 One of the most significant factors affecting planning involves the goals of the controlling 
interests in the organization. If planning and effective utilization of human resources are not 
a significant goal for the organization, employment planning will not be performed for-
mally, or it will be done in a slipshod manner. If the goals of top management include stable 
growth, employment planning will be less important than if the goals include rapid expan-
sion, diversification, or other factors with a significant impact on future employment needs. 
  Changing demographics in the United States are an important factor that will continue 
to influence the future composition of the workforce. From 2008 to 2018, the U.S. Depart-
ment of Labor projects that the two fastest-growing demographic groups, Asians and 
Hispanics, will join the labor force at rates of 29.8 and 33.1 percent, respectively. As 
a  comparison, white non-Hispanics are expected to increase at a much slower rate of 
1.5 percent. Another important change includes the aging of the workforce. Over that same 
10-year period, an increase of 43 percent is expected in the 55 and older category. 2  
  Government policies are another important factor in planning. Requirements for equal 
employment opportunity and promotion call for more HR planning for women and other 
employees in minority groups and special categories. Other examples include the govern-
ment’s raising the age of mandatory retirement and its encouragement of hiring employees 
with disabilities and veterans (see Chapter 3). 
  The types of people employed and the tasks they perform also determine the kind of 
planning necessary. An organization may not need to plan very far in advance for unskilled 
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jobs, since there will usually be an abundant supply of readily available workers for these 
jobs. Certain high-skill jobs, on the other hand, may require planning activities that project 
a year or two into the future. When an organization plans for executive-level replacements, 
such as a new CEO, the planning process may have to anticipate the company’s needs 10 
or more years into the future. 

 Strategic and Human Resource Planning 

 Exhibit 5–1 models the HR planning process. As the model indicates, HR planning goes 
hand in hand with an organization’s strategic planning.  Strategic planning  refers to an 
organization’s decision about what it wants to accomplish (its mission) and how it wants to 
go about accomplishing it. 3  Although HR planning is important for developing a strategic 
plan, it is perhaps even more critical to the implementation of that plan. Thus, once the 
strategy is set, the HRM function must do its part to ensure the strategy’s success, thereby 
helping the organization achieve its objectives. 4  
  The acknowledgment that HR policies and practices have critical linkages with an orga-
nization’s overall strategy is generally termed  strategic human resource management 
(SHRM)  .  A central premise of the strategic perspective of HR is that human resource poli-
cies will have direct effects on an organization’s profitability. As such, HR must “fit” strate-
gically with the mission of the organization. For example, an organization in a stable 
environment whose goal is to maintain steady rates of growth may need an entirely different 
recruitment and selection perspective than an organization whose goal is rapid expansion 
into uncertain markets. While there is not yet a wealth of research supporting this premise, 
there is growing theoretical and practitioner evidence supporting the linkages. 5  

Variances

Technological forecasts
Economic forecasts
Market forecasts
Organizational planning
Investment planning
Annual operating plans

Strategic Planning

Annual employment
requirements
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Human Resource
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Planning Process 
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 The HR Planning Process 

 All effective HR planning shares certain features. It is generally agreed that HR planning 
involves four distinct phases or stages. 6  

 1. Situation analysis or environmental scanning. 

 2. Forecasting demand for human resources. 

 3. Analysis of the supply of human resources. 

 4. Development of plans for action. 

 Situation Analysis and Environmental Scanning 
 The first stage of HR planning is the point at which HRM and strategic planning initially 
interact. The strategic plan must adapt to environmental circumstances, and HRM is one of 
the primary mechanisms that an organization can use during the adaptation process. 7  For 
example, rapid technological changes in the environment can force an organization to 
quickly identify and hire employees with new skills that previously weren’t needed by the 
organization. Without an effective HR plan to support the recruitment and selection func-
tions in the organization, it would be impossible to move fast enough to stay competitive. 
Following the merger between United Airlines and Continental Airlines (valued at $3.2 bil-
lion) in 2010, the new company is pursuing several plans to integrate the firms’ distinct 
corporate cultures and leadership groups so that it can accomplish its strategic goals. 8  
  The problems associated with changing environments are greater today than ever before 
because success now depends on an ability to be a “global scanner.” Global scanning is, in 
fact, considered one of the essential strategic skills for modern management. 9  This conclu-
sion was supported in a study that asked senior decision makers from Compaq, AT&T, 
Microsoft, and IBM which approaches they find most valuable when scanning their envi-
ronment. The top approaches were (1) sensing changes early, (2) interpreting changes in a 
meaningful way, (3) communicating the implications of changes, (4) interacting inten-
sively with customers, and (5) maintaining an outward looking view. 10  

 Forecasting Demand for Employees 
 The next phase of an effective HR planning process is estimating not only how many 
but also what kinds of employees will be needed. Forecasting yields advance estimates or 
calculations of the organization’s staffing requirements. Although many quantitative tools 
can help with forecasting, it involves a great deal of human judgment. In addition, many 
successful HR planners rely heavily on their “gut instincts” about future conditions. For 
example, planners at Unilever attribute much of their global success to such instincts. 11  
  It should be obvious that the demand for employees is closely tied to the strategic direc-
tion that the organization has chosen. Are we in a growth mode? Or are we engaged in re-
engineering or outsourcing that will shrink our workforce in the coming years? Trying to 
estimate how many and what kind of workers will be needed in the future is an incredibly 
difficult task, especially for organizations that confront rapidly changing environments 
such as those found in the computer, smart phone, and video game industries. Nonetheless, 
a number of techniques available to organizations help reduce this kind of uncertainty. 
Four of these techniques will be briefly described in the following sections. These include 
expert estimates, trend projections, statistical modeling, and unit-demand forecasting. As 
will be seen, three of these strategies utilize a “top-down” perspective while the latter 
 attacks forecasting from the “bottom up.” In all cases, it is extremely important to under-
stand that virtually all planning activities in modern organizations require close collabora-
tion between the HR department and line management. One of the most important keys to 
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 effective planning is accurately and freely sharing all available information. This can occur 
only when everyone is involved in the process. 

 The Expert Estimate 
 The least mathematically sophisticated approach to employment forecasting is for an 
 “expert” or group of experts to provide the organization with demand estimates based on 
experience, guesses, intuition, and subjective assessments of available economic and labor 
force indicators. 
  Concerns over a single individual’s ability to provide accurate estimates of such com-
plex issues led to the development of the  Delphi technique  .  Originally developed by 
the Rand Corporation, 12  the Delphi technique elicits expert estimates from a number of 
individuals in an iterative manner—estimates are revised by each individual based on 
knowledge of the other individuals’ estimates. 
  Another group-based judgment forecasting method is called the  nominal group 
technique (NGT)  .  Individual generation of estimates is followed by group brainstorming 
sessions in the hope of generating one group decision that is preferred over any of the indi-
vidual decisions. 13  NGT can be an effective forecasting tool for environments and prob-
lems more complex than an individual can master. 14  It can also help offset domination 

 The baby boomers, or those born between 1946 and 
1964, represent a large share of the U.S. labor market. 
Over the next decade or so, many of these individuals 
are expected to retire, leaving large gaps to fill in the 
U.S. workforce. Given the fact that the United States has 
progressively moved toward a knowledge-based econ-
omy, many of these vacated jobs will require trained in-
dividuals with postsecondary education. Unfortunately, 
projections indicate that the United States could face 
shortages as high as 14 million postsecondary workers. 
  One solution? Entice these experienced, older work-
ers to continue working. There is evidence to support 
that many older individuals are willing to keep working 
well into their “golden years.” Between 2008 and 2018, 
the annual growth rate of the number of employees 
who are 55 years old and older is projected to be two 
and a half times that of the overall labor force. By 2018, 
these older employees will represent nearly 24 percent 
of the U.S. workforce. 
  Given that the traditional retirement age in the 
United States is 65 years old, why are so many baby 
boomers projected to keep working? Possible explana-
tions for this trend are that some older employees have 
insufficient savings, pension plans, and investment port-
folios that won’t allow them to retire; some individuals 
define themselves by their work and don’t want to lose 
this part of themselves; some are able to reduce their 
work hours in order to balance work with other family 
and personal interests; and many older workers are 

healthier and enjoy the social contact and personal re-
wards from working. 
  Tips for managing these valuable and experienced 
older workers include: 

 1.  Identify and utilize older workers’ knowledge, skills, and 
abilities  For example, an employee with 35 years of 
experience may be an excellent mentor and/or trainer 
of entry-level and less experienced employees. 

 2.  Provide older employees with flextime or other work–life 
balance options  Many older workers are more likely 
to be retained if they are allowed to balance their 
work schedule with family and personal interests, or 
other activities often pursued during retirement. 

 3.  Be prepared to provide alternative forms of training 
for older employees  For example, individuals have 
 different learning styles and often need to learn at 
their own pace. Training programs should be 
 adopted to these older individuals in order to keep 
their skills current. 

  Sources:  Kristina J. Bartsch (November 2009), “The Employ-
ment Projections for 2008–18,”  Monthly Labor Review, U.S. 
 Bureau of Labor Statistics; John   Hollon   (August 20, 2007), 
“Silencing the Alarmists,” Workforce Management, Vol. 86,   
Iss  . 14, pp. 58–59;  Symposium on Older Workers (February 9, 
2005),  co-sponsored by the AARP Global Aging Program, 
 Wharton School Center for Human Resources, and Boettner 
Center for Pensions and Retirement Research; Tony Carnevale 
(January 2005), “The Coming Labor and Skills Shortage,” 
  Training and Development , Vol. 59, Iss. 1, pp. 36–41. 

 HR Journal   Older Employees: A Solution to Pending Labor Shortages? 
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by a single person in group decision making by creating a situation where everyone has an 
equal opportunity to provide opinions. 15  

 Trend Projection 
 The second top-down technique develops a forecast based on a past relationship between a 
factor related to employment and employment itself. For example, in many businesses, 
sales levels are related to employment needs. The planner can develop a table or graph 
showing past relationships between sales and employment. Exhibit 5–2 gives an example 
of a trend-projection forecast for a hypothetical company, Connections Web Dating Com-
pany. Note that as Connections sales increased, so did the firm’s employment needs. But 
the increases were not linear. Suppose that in late 2009 Connections instituted a productiv-
ity plan that led to a 3 percent increase in productivity per year. As Connections forecasted 
employee needs, it adjusted them for expected productivity gains for 2013 and 2014. 

 Modeling and Multiple-Predictive Techniques 
 The third top-down approach to prediction of demand uses the most sophisticated forecast-
ing and modeling techniques. Trend projections relate a single factor (such as sales) to 
employment. The more advanced approaches relate many factors to employment such as 
sales, gross national product, and discretionary income. Or they mathematically model the 
organization and use simulations with methods such as Markov models and analytical for-
mulations such as regression analysis. 
  The use of the  Markov   chain analysis  involves developing a matrix to show the proba-
bility of an employee’s moving from one position to another or leaving the organization. A 
full treatment of HRM applications of Markov analysis is found in management science or 
operations management literature. 16  
  Markov analysis begins with an analysis of staffing levels from one period to another. 
Suppose that professional nursing employees have shifted from hospitals I, II, and III in the 
Houston Medical Center complex. That is, they quit working in one hospital and went to 
work for another in the medical center. An HR specialist in hospital I is interested in ana-
lyzing the human resource shifts that are occurring between her hospital and hospitals II 
and III. Exhibit 5–3 illustrates the movement of nurses across the three local hospitals. 

  EXHIBIT 5–2 
Sample Trend 
Projection 
Employment Forecast 
for Connections Web 
Dating Company 

    Employees Forecast 
   Adjusted for Annual 
   Productivity Rate Increase 
Year Actual Data Sales Employee Count of 3 Percent 

 2009 $100,000,000 5,000 5,000 
 2010 120,000,000 6,000 5,825 
 2011 140,000,000 7,000 6,598 
 2012 160,000,000 8,000 7,321 

 Forecast Sales Forecast Employee Forecast 

 2013 $180,000,000 9,000 7,996 
 2014 200,000,000 10,000 8,626 

  EXHIBIT 5–3 
Movement of Nurses 
across Three Local 
Hospitals during 
2011–2012 

 Hospital 2011 Level of Nurses Nurses Hired Nurses Lost 2012 Level of Nurses 

   I 200 60 40 220 
   II 500 40 50 490 

  III 300 35 45 290 
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  The HR specialists could calculate transition probabilities for all three hospitals. That is, 
the probability that a hospital will retain its nurses can be calculated. Exhibit 5–4 illustrates 
the transition probabilities for the retention of professional nurses. 
  The data in Exhibit 5–4 indicate that hospital I has a probability of .80 of retaining its 
nurses, while hospital II has a probability of .90 and hospital III has a probability of .85. 
Both hospitals II and III have a higher probability of retaining their nursing staff. There-
fore, the HR specialist in hospital I needs to study further the issue of why her hospital has 
a lower probability of retention. Is it because of some particular HRM program? Markov 
analysis can help identify the probability of lower retention, but it does not suggest any 
particular solution to the potential problem. 
   Regression analysis  is a mathematical procedure that predicts the  dependent variable  on 
the basis of knowledge of factors known as  independent variables.  When only one depen-
dent and one independent variable are studied, the process is known as  simple linear 
 regression.  When there is more than one independent variable being considered, the technique 
is referred to as  multiple regression.  17  
  Most uses of multiple regression emphasize prediction from two or more independent 
variables. As computer processing speed and capacity have increased, the number of vari-
ables used to predict the relevant outcome is virtually limitless. Thus, the HR planning 
specialist can quickly and easily determine the relationship between a large number of 
predictors and the dependent variable of interest using any one of a number of commer-
cially available statistical packages such as SPSS or SAS. 

 Unit-Demand Forecasting 
 The unit (which can be an entire department, a project team, or some other group of em-
ployees) forecast is a bottom-up approach to forecasting demand. Headquarters sums these 
unit forecasts, and the result becomes the employment forecast. The unit manager analyzes 
the person-by-person, job-by-job needs in the present as well as the future. By analyzing 
present and future requirements of the job and the skills of the incumbents, this method 
focuses on quality of workers. 
  In larger organizations, an HR executive at headquarters who is responsible for the em-
ployment demand forecast will improve the estimates by checking with the managers in 
the field. If the units forecast their own needs, the HR executive would sum their estimates 
to arrive at the forecast. 
  What happens if both bottom-up and top-down approaches are used, and the forecasts 
conflict? In all probability, the manager reconciles the two totals by averaging them or 
examining more closely the major variances between the two. The Delphi technique could 
be used to do this. NGT could also be useful in resolving any discrepancies between differ-
ent experts’ opinions. Thus, one or several of the previously mentioned forecast techniques 
can be used together to produce a single employment forecast. 
  It should be apparent that HR planning requires the cooperation of many people in the 
organization. A strategic plan must be communicated to operational managers and HR 
professionals, who must in turn provide higher levels of management with data about their 
human resource needs. The planners are major sources of data and information for devel-
opment of strategy. 18  Thus, the HR planning function plays a critical role in making sure 
that strategy implementation is effective throughout the organization. 

  EXHIBIT 5–4 
Probabilities of 
Retention of Nurses 
in Three Local 
Hospitals 

 Hospital 2011 Nurses Lost Nurses Retained Probability of Retention 

   I 200 40 160 160/200  5  .80 
   II 500 50 450 450/500  5  .90 
  III 300 45 255 255/300  5  .85 

 HRMemo   The 
Worker Adjustment 
and Retraining 
Notifi cation (WARN)
Act requires 
organizations with 
more than 100 
employees to provide 
60 days’ advance 
notice of plant 
closings and certain 
mass layoffs. For 
more information 
on WARN, visit www. 
doleta.gov/programs/ 
factsht/warn.htm. 
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 Analyzing the Current Supply of Employees 
 The third phase of HR planning is designed to answer the question, “How many and what 
kinds of employees do I currently have in terms of the skills and training necessary for the 
future?” It should be obvious that this phase of HR planning involves much more than 
simply counting the number of current employees in the organization. 

 The Skills Inventory 
 The major tool used to assess the current supply of employees is the  skills inventory  .  
In some organizations, there will also be a separate inventory just for managers called 
a  management inventory.  Both of these serve the same purpose: to note what kinds of 
skills, abilities, experiences, and training the employees currently have. By keeping 
track of these, the organization can quickly determine whether a particular skill is 
available when it is needed. Skills inventories are also useful in career planning, man-
agement development, and related activities. A  skills inventory  in its simplest form is a 
list of names, characteristics, and skills of the people working for the organization. It 
provides a way to acquire these data and makes them available where needed in an 
 efficient manner. 
  For a small organization, it is relatively easy to know how many employees there are, 
what they do, and what they can do. A mom-and-pop grocery store may employ only the 
owners and may have only two part-time helpers to plan for. When they see that one part-
time employee is going to graduate in June, they know they need to replace him or her. 
Sources of supply could include the owners’ children, their other part-time helper (who 
could be converted into a full-time assistant), and the local school’s career services 
department. 
  It is quite a different situation with, say, a school system employing hundreds of people 
at numerous locations, or such mammoth organizations as Shell Oil Company, Walmart, 
and Microsoft. These kinds of organizations must know how many full-time and peripheral 
employees they have working for them, and where. They must know what skills prospec-
tive employees would need to replace people who have quit, retired, or been fired or what 
skills current employees need in order to be relocated for new functions or more work. 
  Skills inventories vary greatly in their sophistication. Some are as simple as a file drawer 
containing index cards with relevant information typed on them. Others are tied into ex-
tremely expensive and complex computer databases. 

 Contents of the Skills Inventory 
 Once the decision has been made to create a skills inventory, the HR manager must 
 determine what information will be contained in the system. The only data available to the 
organization for later use will be whatever has been designed into the system. 
  The list of data that might be coded into skills inventories is almost endless, and it must 
be tailored to the needs of each organization. Some of the more common items include 
name, employee number, present location, date of birth, date of employment, job classifica-
tion, specific skills and knowledge, education, field of education (formal education and 
courses taken since leaving school), knowledge of a foreign language, professional qualifi-
cations, publications, licenses, patents, hobbies, a supervisory evaluation of the employee’s 
capabilities, and salary range. Items often omitted, but becoming increasingly important, 
are the employee’s own stated career goals and objectives, including geographical prefer-
ences and intended retirement date. 
  The components of a skills inventory are shown in Exhibit 5–5. Note the main category 
headings: (I) data summarizing the employee’s past, (II) data summarizing the status of 
present skills, and (III) data that focus on the future. 
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  EXHIBIT 5–5  Components of the Skills Inventory 

 Source: Reprinted with permission from Personnel Journal, March, 1987 © Crain Communications, Inc. 

 I. Data summarizing the employee’s past.

 A.  Titles and brief job description highlights from 
positions held in the last two to five years.

  1. This organization.

  2. Previous organization(s).

 B.  Critical skills needed or developed while in these 
positions.

  1. Manual.

  2. Cognitive.

  3. Creative.

 C.  Educational achievements.

  1. High school: job-relevant classes.

  2. College.
   a. Major.
   b. Minor.
   c. Job-relevant courses.

 D.  Significant special projects accomplished during the 
last three years.

  1. This organization.

  2. Previous organization(s).

II. Data summarizing the status of present skills.

 A.  Skill-related highlights: last three performance 
appraisals.

 B.  Employee’s perception of what is done well 
on present job, e.g., skill competencies, 
perceptions of how skills could be improved or 
augmented.

 C. Same data as II.B, from the employee’s superior.

III. Data that focus on the future.

 A. Personal career goals.

  1. One year.

  2. Three years.

  3.  Identify specific positions and aspirations. Avoid 
global generalities, i.e., “higher up.”

 B.  Views of the individual’s present superior(s) as to 
what he or she could be prepared to become. List 
specific positions.

 C.  Specific training and development efforts the 
individual is motivated to undertake.

  1. On-the-job.

  2. Off-the-job.

  3. Classroom.
  4. Experiential.

  The modern, sophisticated skills inventory is, however, much more than a simple listing of 
employees’ current skill levels. For example, AMP (Tyco Electronics), which manufactures 
electronic connection devices and currently employs about 16,000 workers, has a skills inven-
tory cataloging 94 different job classifications across 13 labor grades. The company’s Manu-
facturing Skills Inventory System (MSIS) helps it respond to a variety of complex issues: 19  

 Do workers have the skills necessary for developing and producing new and innovative 
products? 

 Which skills must be mastered before someone is hired? 

 Which skills will be learned after being hired? 

 What skills are necessary for a worker to receive a certain promotion? 

 Who is available to serve as a mentor for other workers? 

 How effective are the people who have been targeted to be mentors? 

 Maintaining the Skills Inventory 
 While designing the system is the most difficult part of developing a skills inventory, plan-
ning for the gathering, maintaining, handling, and updating of data is also important. The two 
principal methods for gathering data are the interview and the questionnaire. The question-
naire is faster and less expensive when many employees are involved, but inaccuracies often 
prevail. People often do not spend enough time on a questionnaire. Therefore, some experts 
contend that a trained interviewer can complete the reports more quickly and accurately, a 
procedure which in the long run more than offsets the costs of the interviewer. 
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  A procedure for keeping the files updated must also be planned. For some organiza-
tions, an annual update is adequate. In others, where changes are made often and use is 
frequent, shorter update periods may be necessary. Some organizations update changeable 
data monthly and less changeable data annually. 
  Finally, a decision whether to store the data manually or on the computer must be made. 
This decision is based on the cost of the computer and frequency of use of the data. The 
computer also provides the possibility of using comparative analyses of employment over 
a period of time. 
  Skills inventories are useful only if management uses the data in making significant 
decisions. Top-management support is necessary here. Before a manager uses the skills 
inventory as an aid in selection decisions, he or she must be trained to avoid abuse of the 
system. Examples of abuse are: 

 • Making requests simply on the basis that “it would be nice to know.” 

 • Making requests for searches that are not backed up by bona fide requisitions that have 
been budgeted. 

 • Specifying too many characteristics for a desired employee so that no one fits all the 
characteristics. 

 Action Decisions in Human Resource Planning 
 After the HR planning system has analyzed both the supply of and the demand for future 
workers, these two forecasts are compared to determine what, if any, action should be 
taken. Whenever there is a discrepancy between these two estimates, the organization 
needs to choose a course of action to eliminate the gap. 

 Action Decisions with a Shortage of Employees 
 When HR specialists comparing demand with supply find that the supply of workers is less 
than the demand, several possibilities are open to the organization. If the shortage is small 
and employees are willing to work overtime, it can be filled with present employees. If 
there is a shortage of highly skilled employees, training and promotions of present employ-
ees, together with the recruitment of less-skilled employees, are possibilities. This decision 
can also include recalling employees who were previously laid off. 
  Intense global competition, rapid technological change, and fears caused by recent 
workforce reductions have also led many organizations to increase their use of part-time 
workers, subcontractors, and independent professionals in response to changing 
 demands. And, while the number of these contingent workers in the United States has 
declined slightly, they still constitute a sizable portion of the workforce. In 2009, some 
experts suggested that contingent workers made up approximately 31 percent of the U.S. 
labor force. 20  
  Using contingent workers gives many organizations more flexibility in dealing with 
temporary shortages of labor than does maintaining more traditional full-time employees. 
From 1990 to 2008, the number of temporary workers in the United States has grown from 
1.1 million to 2.3 million. 21  More and more of these temporary jobs are in higher skill oc-
cupations like in the legal, business and financial, and computer areas. 22  

 Action Decisions in Surplus Conditions 
 When comparison of demand for and supply of employees indicates a surplus, the alterna-
tive solutions include attrition, early retirements, demotions, layoffs, and terminations. 
 Decisions in surplus conditions are some of the most difficult that managers must make, 
because the employees who are considered surplus are seldom responsible for the condi-
tions leading to the surplus. A shortage of a raw material such as fuel or a poorly designed 
or poorly marketed product can cause an organization to have a surplus of employees. 

  HRMemo      For 
years, companies 
tried to recruit college 
graduates by posting 
jobs on websites like 
Monster and 
CareerBuilder. 
Recently, companies 
like Ernst & Young LLP 
are setting up 
sponsored member-
ship groups for 
recruiting on popular 
social networking 
sites like Facebook; as 
of May 2011, 65,000 
people have signed 
up for the group. 
Social networks may 
be the future of online 
recruitment.   

  Sources: Alicia Clegg (July 
10, 2007), “Talent Hunt in 
Virtual World Employers 
Who Marry a Personal Touch 
with Social Network 
Websites May Have First Pick 
of the Best Young Brains,” 
 Financial Times,  p. 16; Erin 
White (January 8, 2007), 
“Theory & Practice: 
Employers Are Putting New 
Face on Web Recruiting,” 
 The Wall Street Journal,  p. B3.  
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    As a first approach to dealing with a surplus, most organizations avoid layoffs by relying 
on attrition, early retirement, and creation of work, and the like. Many organizations can re-
duce their workforce simply by not replacing those who retire or quit (attrition). Sometimes 
this approach is accelerated by encouraging employees close to retirement to leave early, but 
there are drawbacks to this approach if the early retirement program is not carefully planned. 
First, statistics indicate that workers over 50 tend to be healthier, have fewer work-related 
injuries, and are less likely to change jobs than their younger counterparts. 23  Also, large 
amounts of retirements are expected to lead to acute skills shortages that will negatively 

 Renewed focus on strategic goals, acceleration of regu-
latory and legal changes, pressure to increase efficiency 
and productivity, and continuous effort to reduce costs 
have forced many organizations to outsource part or all 
of their HR processes. Defined as contracting with a ser-
vice provider to manage people (e.g., recruiting), pro-
cesses (e.g., payroll), and technologies (e.g., HRISs) 
related to a company’s HR functions, HR business pro-
cess outsourcing (BPO) is fast becoming a viable option 
for many firms. As an indication of its growing popular-
ity, approximately 85 percent of companies are believed 
to outsource at least one component of their HR func-
tion. Some of the leading HR BPO firms are Aon Hewitt, 
IBM, ADP, Accenture, and Mercer. 
  There are several examples of companies that are 
 already outsourcing several aspects of their HR functions. 
Prudential Financial Inc. outsourced its human resources 
information systems and administrative functions at a 
cost of $700 million over 10 years. The state of Florida 
outsourced many of its HR activities to Convergys, a deal 
costing the state a total of $280 million over a seven-
year period. PepsiCo entered into a 10-year agreement 
with HR outsourcing firm Aon Hewitt to delegate its em-
ployee benefits administration, payroll, and call center 
services. The 10-year deal has been said to be valued at 
$200 million. 
  Similarly, International Paper Co. entered into a 
10-year, $600 million arrangement to outsource its 
 human resource functions. As with Prudential, Aon Hewitt 
manages International Paper’s payroll process, benefits 
administration, relocation and outplacement services, 
and human resource information services for 70,000 em-
ployees and 80,000 retirees. According to Paul Kerre, vice 
president of human resources, International Paper hired 
Aon Hewitt because of its guaranteed cost savings, reduc-
tions in business IT spending, and experience in manag-
ing third party vendors. In 2010, International Paper 
extended Aon Hewitt’s contract until 2014. Other organi-
zations that have outsourced large portions of their 
 human resource departments include Bank of America 
and Unilever, which signed a seven-year agreement with 

 Accenture. Accenture provides recruitment, payroll 
 administration, performance management, and several 
other core HR administration services for Unilever. 
  To find out if an organization is a candidate for HR 
outsourcing, ask the following questions: 

  Question 1  Does the HR department want to focus 
on core business outcomes? 

  Question 2  Has the HR department experienced 
rapid growth that has left your organization with a 
variety of complex processes? 

  Question 3  Is the HR budget too constrained to 
 support major technological upgrades or complete 
system overhauls? 

  If the answer is yes to any of the questions above, 
then it may make sense to contact some consulting 
firms and/or HRBPs to learn more about the HR out-
sourcing option. 

 www.prudential.com 

 www.unilever.com 

 www.aon.com 

 www.accenture.com 

 www.internationalpaper.com 

  Sources:  Ed Frauenheim (March 2010), “Engaged, and at 
Your Service,”  Workforce Management , Vol. 89, Iss. 3, pp. 23–27; 
“HR BPO Deals Expensive, Market Shows Potential,”  Society for 
Human Resource Management  Online (accessed on May 27, 2011); 
“Accenture to Help Unilever Transform Human Resources Oper-
ations in 100 Countries with a Seven-Year Outsourcing Agree-
ment” (June 6, 2006),  Business Wire,  p. 1; Gary McWilliams 
(April 13, 2005), “Business Processes Decline as Share of 
 Outsourcing,”  The Wall Street Journal , p. D13; Pamela Babcock 
(August 2004), “Hewitt and Exult Create Outsourcing Power-
house,”  HR Magazine , Vol. 49, Iss. 8, pp. 29–31; Denise Pelham 
(April 2002), “Is It Time to Outsource HR?”  Training,  pp. 50–52; 
Tischelle George (January 2002), “Prudential Outsources HR 
Systems to Exult,”  Informationweek.com;  Elisabeth Goodridge 
(October 2001), “Paper Vendor Outsources HR,”  Informa-
tionweek.com;  Louis Finan, James Konieczny, and Bill Zadell 
(2000), “For Better or for Worse: Questions for HR Professionals 
to Ask a Prospective Outsourcing Partner,”  Benefits Quarterly,  
pp. 7–13. 

HR Journal  HR Business Process Outsourcing: A Fast Growing Trend in the Industry 
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 affect companies’ ability to compete in the global marketplace. Thus, without proper plan-
ning and retention strategies, organizations run the risk of losing their best employees. 24  
Second, in the year 2010 the median age of the U.S. workforce was 48.7 years, which means 
more than half of all U.S. workers will be legally protected by the Age Discrimination in 
Employment Act. This act permits workers who are 40 years or older to bring lawsuits against 
their employers for age-based discrimination. From 2000 to 2010, the number of charges of 
age discrimination filed with the U.S. Equal Employment Opportunity Commission grew 
from 16,000 to over 23,000. 25  Organizations settled these charges for a 10-year cost of more 
than $700 million. 26    Thus, organizations will need to be very careful in terms of how they 
design, encourage, and implement early retirement programs in the future. 27  Third, care must 
be taken not to offer promises that won’t be kept. Once certain benefits are promised, it may 
be illegal to change them without approval of the early retirees. 28  
  If voluntary reductions in force such as early retirement programs aren’t successful in 
eliminating the gap between forecasted supplies of and demand for human resources, an 
 organization might have to contemplate temporary or permanent layoffs. Statistics indicate 
the unemployment rate as of April 2011 was 9.0 percent. 29  Since the start of the recession 
in 2007, it has been estimated that approximately 8.6 million jobs have been lost in the 
United States. 30  
  Some experts believe that in recent years, American corporations have too frequently and 
quickly turned to layoffs and have failed to fully plan for and evaluate the consequences of 
their actions. For example, research suggests that the survivors of layoffs (i.e., employees 
who remain employed at the organization) often experience a decrease in morale and produc-
tivity after they watch their friends and fellow workers lose their jobs. 31  In addition, data 
suggest that layoffs do not lead to better financial performance in the long run 32  and poorly 
planned reductions in the workforce can have disastrous effects on morale. 33  

 Human Resource Information Systems 

 It should be obvious by now that the key to successful HR planning is information. All of 
the activities discussed in this chapter assume that the organization is able to collect, store, 
and evaluate large amounts of information about the internal and external environments. 
For many organizations, mechanical techniques for dealing with these large amounts of 
information are no longer adequate. Fortunately, there now exist very sophisticated com-
puterized systems that allow organizations to cope with these information demands. 
  A  human resource information system (HRIS)  is much more than a computerized 
skills inventory. An HRIS is an integrated approach to acquiring, storing, analyzing, and 
controlling the flow of information throughout an organization. 34  Highly developed HRISs 
can be useful in nearly all HRM functions and can greatly increase efficiency and response 
times of various traditionally labor- and time-intensive human resource activities. 35  The 
system might contain a program for tracking applicants, a skills inventory, a career plan-
ning program, and employee service programs such as an electronic bulletin board. Its 
 applications are, therefore, almost endless. Some of the more popular HRIS software 
 programs include HRSOFT, SAP HR, PEOPLESOFT, and ORACLE HRMS. 36  
  One of the most common uses of an HRIS is in recruitment and tracking of applicants. 
By using its applicant tracking program, along with supply and demand analysis, Tata 
Consultancy Services of India is able to recruit and train over 25,000 multilingual employ-
ees in six months. Given the company’s ability to accomplish this major undertaking, Tata 
was the winner of the 2010 Optimas Award for General Excellence. 37  
  Many other organizations have developed highly sophisticated tracking programs, and 
most of these have proved cost-effective. For example, Merck & Company, Inc., determined 
that a typical applicant had to fill in his or her social security number on at least 22 different 
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occasions during the application process. Eliminating this kind of unnecessary redundancy 
saved the company considerable money. 38  MCI Telecommunications uses SmartSearch, an 
automated résumé tracking system, to identify qualified applicants quickly and accu-
rately. 39  The University of Michigan uses an HRIS to manage the pay, benefits, and pen-
sions of current and former faculty and administrators. 40  Each of these companies is 
convinced that its HR planning has improved with the use of such systems. 
  In contrast to these relatively specialized HRISs, computer technology has also made it 
possible for organizations to integrate multiple HR needs into a single system. Apple Com-
puter’s system allows employees to enroll in benefit programs directly from their personal 
computers. Line managers can process traditional employee transactions such as pay in-
creases, and they can use learning modules that instruct them in skill improvement programs 
such as conducting legal performance analysis. 41  Chevron has also moved toward general 
systems. The company had over 200 different HR systems, most of which couldn’t commu-
nicate with one another. Now there is one system with data on all Chevron employees world-
wide. The company estimates that it has saved nearly $2,000 per employee by removing 
these redundancies. And with over 50,000 employees, the savings have been substantial. 42  
  In contrast either to Apple Computer’s HRIS, which is designed to be used by every 
employee in the company, or to systems that serve a single function, a third kind of HRIS 
has been developed specifically for use by upper-level executives. Systems of this third 
kind are sometimes referred to as  executive information systems (  EISs  )  .  43  For exam-
ple, after a corporate restructuring eliminated several layers of management, Phillips Petro-
leum installed an EIS in order to support its managers and increase their span of control. 
The company estimates that its system was able to save over $100 million by decentraliz-
ing decision making and delivering needed information directly to the managers. 
  The introduction of computerized HRISs has allowed organizations to broaden their 
view of replacement planning.  Succession planning  has become more than simply 
charting expected replacements for a given position. Many experts now suggest that speci-
fying one particular replacement for a specific job is pointless, given the changing nature 
of business. Rather, succession planning is now considered an integral part of a compre-
hensive career planning program, which can be greatly assisted by a computerized HRIS. 44  
  Several factors are making succession planning for executive-level positions more im-
portant than ever before. 45  There are large numbers of aging executives at a point in their 
career where retirement is a distinct possibility. Some of the more popular HRIS software 
programs include HRSOFT, SAP HR, PEOPLESOFT, and ORACLE HRMS.46 Of the 
500 companies in the Standard and Poor’s Index, 20 percent have CEOs age 63 and older. 
And early retirement appears to be an increasingly popular choice among middle-level 
managers (those who might be expected to ascend to the executive ranks). When AT&T 
offered its voluntary retirement packages as a staff reduction strategy, 50 percent more 
middle-level managers accepted the buyout than the company had anticipated. Even chief 
financial officers (CFOs) are not immune to turnover, which has been reported to be higher 
than that of chief executive officers (CEOs) in recent years. 47  
  These statistics are especially sobering when one also considers that recent surveys 
 indicate that a majority of HR executives do not believe that their organizations are 
 adequately prepared for executive turnover because of an absence of effective succession 
planning. 48  In response, many organizations are creating mentoring or coaching programs 
in which soon-to-retire executives are paired with junior employees. The nearby Your 
 Career Matters explores how these programs function. 
  Clearly, succession planning must assume a higher priority in many corporations. In 
 addition, however, many progressive companies now realize that a critical part of any suc-
cessful succession plan is a comprehensive retention plan. One way to minimize the need for 
replacing senior executives is to strategically plan ways to entice them to delay retirement or 
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to alter their work arrangements with the company. Research suggests that companies can 
help encourage employees to work beyond retirement age by offering shorter and more flex-
ible work hours, allow more telecommuting, and job sharing.49 Also, corporations such as 
Chevron, Prudential Insurance, and Monsanto systematically offer consulting and part-time 
assignments to executives who might otherwise leave the organization. 50  These companies 
see this type of HR flexibility as an essential part of their future success. 
  Succession planning is not only a means for dealing with anticipated transitions in ex-
ecutive leadership, but also a way of coping with unanticipated departures, either from 
losses to competitors or to death, which is a reality of an aging executive workforce. This 
need for better succession planning could not be more immediate when one considers the 
results of a recent study by Drake Beam Morin (an outplacement and career development 
consulting group) that approximately half of the CEOs of 450 of the world’s largest corpo-
rations held their jobs for less than three years. This, combined with the fact that 35 percent 
of the largest corporations in the United States replaced their CEOs in 2005, underscores 
how important it is to develop tomorrow’s leaders. 51  

 Over the next couple of decades, hundreds of thousands 
of senior managers and executives will be retiring from all 
types of organizations, including hospitals, universities, 
government agencies, and public and private companies. 
Many experts are concerned that these retirees will take a 
great deal of intangible organizational knowledge with 
them. Examples of their hard-to-replace knowledge 
might include anything from how to win a large sales 
contract to how to keep the organization profitable dur-
ing a prolonged recession. Two things are certain: These 
upcoming mass retirements will create skills and knowl-
edge shortages, and organizations need to make sure 
that these intangible skills get “downloaded” to junior 
employees and managers before it’s too late. 
  Helping the organization deal with this issue will also 
help advance your own career. How? By finding a men-
tor within the organization. If the organization has a for-
mal procedure for matching mentors to mentees, sign 
up and try the program to see if it meets your needs and 
expectations. Unfortunately, sometimes the formal 
match approach does not work out because the mentor 
is too busy, there’s no chemistry between the mentor-
mentee, and so forth. Another approach is to search for 
your own mentor within the organization. Generally 
speaking, your immediate supervisor is not always the 
best choice because there may be things you want to 
share about your job that could upset him or her; so it is 
usually a good idea to look for someone that is senior in 
the organization and not directly linked to your supervi-
sor (i.e., your supervisor’s boss). 
  While it can be difficult to find the right mentor, one 
possible approach is to strike up conversations with a 
few different “mentor candidates” when you see them 

in the cafeteria, in the hallways, after a meeting, or in 
the break room. You may want to ask them for their 
opinion about some challenge you are having at work or 
a difficult project you’re working on; then listen carefully 
to how they respond. If they spend more than a few 
minutes with you giving meaningful and insightful feed-
back, that’s usually a good sign that they are taking an 
interest in you. If they seem rushed and slightly annoyed 
that you’re asking for their opinion, then chances are 
they are not interested in mentoring you, at least not 
right now. 
  Once you’re reasonably sure that you found some-
one from whom you can learn and who seems genu-
inely interested in mentoring, then you may want to 
cultivate your professional relationship with him by dis-
cussing additional work challenges, seeking his feed-
back, and listening to his advice. If it’s the right mentor, 
then the relationship will grow and the career benefits 
will be many. Research suggests that employees who 
have a good and supportive mentor are more likely to 
be promoted and make a higher salary within the orga-
nization, as well as having the emotional and psycho-
logical support that can help employees deal with the 
stresses of organizational life and politics. 

  Sources:  David D. Dawley, Martha C. Andrews, and Neil 
S. Bucklew (2010), “Enhancing the Ties That Bind: Mentoring 
as a Moderator,”  Career Development International,  Vol. 15, Iss. 3, 
pp. 259–78; W. Gentry and J. Sosik (2010), “Developmental 
Relationships and Managerial Promotability in Organizations: A 
Multisource Study,”  Journal of Vocational Behavior,  Vol. 77, Iss. 2, 
pp. 266–78; D. DeLong (2009), “Reducing Risk: Building the 
Business Case for Investing in Knowledge Retention,”  Interna-
tional Journal of Human Resources Development and Manage-
ment,  Vol. 9, Iss. 2/3, pp. 294–99. 

 Your Career Matters   Get Yourself a Mentor . . . Before It’s Too Late! 
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 Employees’ Privacy, Identity Theft, and HRIS 
 There is no question that HRISs have dramatically increased the effectiveness of HR plan-
ning. However, the introduction of these computer systems has not been without problems. 
One of the major concerns is that an HRIS makes it easier for someone from within (or 
outside) the organization to invade the privacy of employees. The friendlier the system, the 
easier it can be for unauthorized access to personnel files to occur. 52  
  Unlawful access to employees’ personnel records can lead to their identity being used 
by thieves for fraudulent reasons. This illegal activity, known as  identity theft,  occurs when 
someone uses another person’s name, address, social security number, or other identifying 
information without the person’s knowledge with the intent to commit fraud or other 
crimes. 53  Identity thieves often turn to unsuspecting organizations, for this represents one-
stop shopping for electronically stored personnel files, payroll and tax records, and benefits 
information. 54  The thieves use the employee’s personal information to engage in one or 
more of the following fraudulent acts: going on spending sprees with the employee’s debit/
credit cards, opening new credit card accounts in the employee’s name and then using all 
of the available credit to make big ticket purchases, taking out auto loans in the employee’s 
name, and opening a bank account in the employee’s name and writing bad checks on that 
account. 55  
  Identity theft is fast becoming a major national problem. According to the Federal Trade 
Commission (FTC), which monitors the issue, the number of complaints from victims of 
identify theft in the United States has increased from 31,140 in 2000 to 278,078 in 2009. 56  
Even though identity theft is a felony under the federal Identity Theft and Assumption 
Deterrence Act of 1998, over 3,000 complaints are being received each week at the FTC’s 
Identity Theft Clearinghouse, a help desk, databank, and law enforcement aid. 57  Projec-
tions indicate that complaints about identity theft will continue to escalate. 
  The costs of identity theft to the employee are numerous: it is estimated that a victim of 
identity theft will need to spend on average 175 hours researching and tracking the crime, 
23 months correcting credit reports, and $800 in out-of-pocket expenses to restore their 
financial health and standing. 58  
  Although it is impossible for an organization to guarantee that information about 
employees will not be seen or used inappropriately by unauthorized persons, several safe-
guards can help to minimize the risks to privacy in an HRIS. Exhibit 5–6 summarizes the 
steps that organizations should take to ensure that their HRIS is relatively secure and is 
used only for its intended purposes. 
  Employees’ rights should also be carefully guarded when an organization develops an 
HRIS. By their very nature, HRISs create the potential for significant amounts of private 
information about employees being disseminated. Because there is potential for abuse, 
 organizations should carefully evaluate their policies regarding access to HRIS data. An 
organization must also determine how much information, legally and ethically, it wishes to 

•  Before employee layoffs are implemented, add additional security measures to prevent  
retaliation. 

•       Review information-gathering practices to determine best way to collect data.  

•   Limit the information you collect to what’s relevant to a specific business decision.  

•    Inform employees about the types of information kept on file and how that information is used.  

•   Let employees inspect and, if necessary, correct the information maintained on them.  

•   Keep sensitive information separate from other records.  

•   Limit the internal use of personal information to those activities where it is necessary.  
•   Disclose personal information about an employee to outsiders only after the employee consents.      

EXHIBIT 5–6 
Safeguarding Privacy 
in an HRIS 

 Source: Adapted from Bill 
 Roberts (July 2009), “Protect 
Data during Layoffs,”  HR 
 Magazine  54, no. 7, pp. 59–61; 
Robert  Stambaugh (February 
1990), “Protecting Employee 
Data Privacy,”  Computers in 
HR Management,  pp. 12–20. 
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HR Challenge (continued from page 129)

 After reading this chapter, talking to friends from other firms, and examining some litera-
ture, Ted Sloane was not at all confused about HRISs. He called his vice president of human 
resource management, Anne Wilson, and said, “Anne, I want to thank you for calling my 
attention to how we could use and benefit from an HRIS. Without good forward planning, 
we are going to be in trouble with the law. Let’s move ahead and set up an HRIS. By the 
way, are you familiar with the IBM HRIS system? It’s a dandy.” 

disclose to the employee in question. Currently, there is no federal legislation guaranteeing 
employees the right to inspect and amend data in an HRIS. Many states have passed such 
legislation, however. Finally, an organization should determine how much control its em-
ployees should have over the release of personal information. Research has found that the 
release of information from an HRIS is perceived to be the greatest threat to privacy when 
employees don’t retain the right to authorize the release. 59  Thus, the organization must 
 attempt to strike a balance between employees’ privacy and having a user-friendly, easily 
accessible HRIS. 

 Summary   As with nearly all of the HRM activities discussed in this text, there is no one best method 
for conducting HR planning. How much planning is needed, which forecasting techniques 
will work best, and how far into the future these estimates should extend all differ from 
organization to organization. 
  Surveys indicate, however, that many companies probably do not devote enough time 
and energy to the HR planning process. Others are not aware that many solutions exist to 
any gap that might develop between the supply and demand of labor. Finally, organizations 
must begin to realize that an effective HR plan should work in partnership with a strategic 
plan. For this to happen, organizational goals must be clearly understood and effectively 
communicated to employees. Organizations throughout the United States now understand 
how critical HR planning is to this process. Companies around the world, such as Fiat, 
Pirelli, and Benetton of Italy, attribute much of their recent success to HR planning and its 
related policies and programs. 

  To summarize the major points covered in this chapter:  

 1.  The major reasons for formal employment planning are to achieve 

   a.  More effective and efficient use of human resources. 

   b.  More satisfied and better-developed employees. 

   c.  More effective equal opportunity planning. 

 2.  The human resource planning process is a joint responsibility of HR and operating man-
agers, with each performing specific functions in the process. 

 3.  Four forecasting techniques used to determine workforce needs described in the chapter 
are expert estimates, trend projection, modeling, and unit forecasting. 

 4.  An important step in the planning process is to determine the availability of those 
presently employed by the organization who can fill projected vacancies. The skills 
inventory can serve this purpose. 

 5.  Action decisions where there is a shortage of employees depend on the magnitude of 
the shortage and include overtime, retraining of less-skilled employees, hiring addi-
tional employees, and subcontracting some of the work. 
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 6.  A growing number of firms are now using computerized human resource information 
systems to help in the planning process. HRISs perform a number of functions, includ-
ing applicant tracking, succession planning, skills inventories, and employee services. 

 7.  Action decisions where there is a surplus of employees include attrition, early retire-
ment, demotions, layoffs, and terminations. 

 8.  Organizations need to analyze the supply of and demand for employees in advance so they 
can take necessary steps to reschedule, recruit, or lay off employees. The organization 
should analyze workforce composition to determine whether it meets legal constraints. 

  Human resource planning can be an integral part of the HRM program. It is directly 
related to recruitment, selection, training, and promotion. By matching supply and de-
mand, the organization can know how many people of what type it needs to fill positions 
from within (by promotion or training) and how many it must acquire from outside (by 
recruitment and selection). 
  Chapters 7 and 8 are devoted to recruitment and selection, of effective employees, in 
which employment needs are filled from outside the organization when personnel and 
 employment planning decisions show this need. 

 Key Terms  Delphi technique,  p.   132
 executive information 
systems (EISs),  p.   140
 human resource 
information system 
(HRIS),  p.   139

  1. What is human resource planning? How does it relate to other human resource man-
agement activities? 

  2. How can an HRIS help organizations respond to today’s pressures to reduce costs and 
be more efficient? 

  3. Describe the pros and cons associated with outsourcing most of your organization’s 
HR functions to an independent vendor for a contract period of 10 years. 

  4. What factors would affect your choice of an HR planning system? What factors would 
influence your choice of forecasting methods? 

  5. Assume that your organization wants to retain senior employees who might otherwise 
want to retire. What incentives and other retention techniques should you use to keep 
these valued employees? Explain. 

  6. Why should organizations keep their skills inventories up to date? Explain. 

  7. Assume that someone hacked into the HR records of your company. It appears that 
employee names, social security numbers, and home addresses were downloaded by 
the hacker. If you were the director of HR for this company, what would you do in 
this situation? For the employees today? To prevent this kind of identity theft from 
happening again in the future? 

  8. What kinds of action decisions are available to an organization when there is a surplus 
of labor? A labor shortage? 

  9. What is succession planning? How have HRISs helped companies integrate career 
planning with effective succession planning? 

  10. In your opinion, will HR planning become more or less important as we near the time 
in which the baby boom generation will begin to retire? Explain. 

 human resource planning, 
 p.   129
 nominal group technique 
(NGT),  p.   132
 skills inventory,  
p.   135

 strategic human 
resource management 
(SHRM),  p.   130
 strategic planning,  p.   130
 succession planning,
 p.   140

 Questions for 
Review and 
Discussion 
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 Application Case 5–1 

 Human Resource Planning and Virtual Human 
Resource Management 
 Just a few years ago, computer technology offered a revolutionary change in human 
resource management. Organizations experimented with computerized skills invento-
ries, pay and benefits administration, and applicant tracking systems. Today, the revolu-
tion continues but is undergoing fundamental changes as computer technology and the 
Internet grow at unprecedented rates. Human resource management is moving away 
from a mainframe technology to the world of virtual reality, with the Internet at its core. 
Although many forces drive this change, one of the most important is the globalization 
of business. As organizations spread their operations and personnel worldwide, the need 
for a truly global, integrated human resource information system has reached critical 
levels. The most obvious answer—virtual human resource management on the World 
Wide Web. 
  A 2006 survey of HR decision makers across 325 major organizations in North 
 America indicates that 9 out of 10 firms use the Web for HR-related activities such as 
benefit enrollment. This is in contrast to survey findings from 1977 which suggested that 
only 27 percent of surveyed organizations reported using the Web for its HR systems. 
Over the past 10 years, the number of U.S. companies using the Web for its HR system 
has more than tripled. 
  The most common uses of the Internet in human resource planning are in corporate 
communications, applicant and résumé tracking, and benefits and retirement planning. In 
the area of recruiting, Humana Inc. has created one of the most advanced applicant identi-
fication and tracking systems in the world. Humana is an HMO with approximately 20,000 
employees and 6 million subscribers. Its human resource recruiters can rapidly identify, 
contact, and track qualified applicants for virtually any job opening in their organization. 
Humana’s success revolves around a specialized software application, Softshoe Select,  provided 
by and linked to Hotjobs.com. This software automatically searches millions of individual 
Web pages looking for résumés that meet any need that Humana may have. While setup 
costs are relatively large (a one-time fee of $50,000 for licensing and configuration in 
 addition to a $2,000 per month lease), organizations such as Humana find that the costs are 
well worth the efforts. Humana, for example, estimates that it previously spent an average 
of $128 in advertising to find a single qualified applicant’s résumé. Today, it estimates 
that the cost is approximately $.06. For Humana, that translates into an annual savings of 
$8.3 million. 
  The Internet is also helping revolutionize a number of other human resource planning 
activities for many organizations. Citibank, for example, has a single global HRIS that 
maintains a detailed skills inventory, compensation database, and HR practices for 98 
countries and 10,000 managerial personnel worldwide. Numerous other global employers 
have created employee self-service compensation and benefits systems that allow employ-
ees from around the globe to manage many of their own HR activities. For example, em-
ployees at Shell Oil Company manage their retirement plans, maintain and/or change 
health care coverage, and track other personally relevant information all through an auto-
mated, self-service system. 
  Use of the Internet in these kinds of human resource planning activities is not, however, 
without danger. The ease of access to so much information always has the potential to cre-
ate both legal and ethical abuse, both by employees and by hackers, or unauthorized users 
of the system. Organizations must take all necessary precautions to safeguard the privacy 
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and integrity of these virtual human resource systems. The challenges are immense, but the 
organizational consequences can be invaluable. 

  Sources:  Prepared by James Phillips using information from “2006 HR Service Delivery Survey 
 Report—Executive Summary,” Towers Perrin (http://www.towersperrin.com accessed on January 28, 
2008);  Samuel Greengard (August 1998), “Humana Takes Online Recruiting to a Hire Level,”  
Workforce,  p. 75; Scott Hays (March 1999), “Reach Out to Expats via the Web,”  Workforce,  pp. 46–47; 
Gary Meyer (April 1999), “Softshoe Select: An Engine for Internet-Based Recruiting,”  HR Magazine,  
pp. 112–16; Steven McCormick (October 1998), “The Virtual HR Organization,”  Management 
 Accounting,  pp. 48–51; Linda Stroh, Sven Grasshoff, Andre Rude, and Nancy Carter (April 1998), 
“Integrated HR Systems Help Develop Global Leaders,”  HR Magazine,  pp. 14–17. 

 Discussion Questions 

 1. How has the emergence of the Internet changed the way that organizations plan and 
manage their human resource needs? 

 2. What kinds of future human resource activities might we see developed over the next 
several years? 

 3. What are the legal and ethical issues surrounding the use of the Internet by individual 
employees for human resource activities? Are you concerned about violations of your 
own privacy because of these kinds of Web applications? 

 4. What specialized skills will the future HRIS professional need in order to effectively 
manage an organization’s virtual human resource function? 
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6 
 Chapter

  Job Analysis 
and Design 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Define  the terms job analysis, job description, and job specification. 

 2.  Examine  how job analysis is used to inform an organization’s 
HRM practices. 

 3.  Compare  four methods used to collect job analysis information. 

 4.  Analyze  occupational data available from the Occupational Information 
Network. 

 5.  Discuss  the five core job dimensions used in job enrichment programs. 

 6.  Compare  the strengths and weaknesses of the mechanistic and 
 motivational approaches to job design. 

 7.  Describe  why competencies are becoming more popular with some 
organizations. 
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 HR Challenge 

 Jean Davis is the new manager of human resources of Made Right Manufacturing, a division 
of the MBTI Corporation. Jean wanted to start a job analysis program immediately. Six 
weeks after she took over, job analysis questionnaires (six pages each) were given to em-
ployees. The results were puzzling. Responses from the operating employees (machinists, 
lift operators, technicians, draftspeople, and mechanics) were quite different from  responses 
from their supervisors about these jobs. 
  The fact that supervisors viewed the jobs differently from those doing the work fueled 
Jean’s desire to do a job analysis. She wanted to study and specifically define the jobs so 
that misunderstandings, arguments, and false expectations could be kept to a minimum. 
  The supervisors listed job duties as simple and routine. The operating employees dis-
agreed and claimed that their jobs were complicated and constrained by limited resources. 
They complained that work areas were hot, stuffy, and uncomfortable. These disagree-
ments soon became the basis for some open hostility between supervisors and workers. 
Finally, Nick Mannis, a machinist, confronted a supervisor, Rog Wilkes, and threatened to 
punch him over the “lies” Rog and other supervisors had concocted in the job analysis. 
  Jean was worried that the job analysis program was getting totally out of hand. She had 
to do something about it. Everyone was getting upset over a program Jean felt was 
necessary. 
  Should a manager like Jean, who knows a lot about HRM, but who was not trained in 
the specifics of job analysis, undertake this kind of program? 

151

 Organizations have evolved because the overall mission and objectives of most institutions 
are too large for any single person to accomplish. Consequently, the organization must 
have a systematic way to determine which employees are expected to perform a particular 
func tion or task that must be accomplished. The cornerstone of the organization is, therefore, 
the set of jobs performed by its employees. These jobs, in turn, provide the mechanism for 
coordinating and linking the various activities of the organization that are necessary for 
 success. As a result, studying and understanding jobs through the process known as  job 
 analysis  is a vital part of any HRM program. 
  Job analysis provides answers to questions such as these: 1  

 How much time is taken to complete important tasks? 

 Which tasks are grouped together and considered a job? 

 How can a job be designed or structured so that the employees’ performance can be 
enhanced? 

 What kinds of behaviors are needed to perform the job? 

 What kind of person (in terms of traits and experience) is best suited for the job? 

 How can the information acquired by a job analysis be used in the development of 
HRM programs? 

  This chapter clarifies the contributions made by job analysis to an organization’s HRM 
program and specific activities. Furthermore, the careful planning needed and the various 
techniques of a job analysis program are highlighted. Finally, the importance of job analysis 
in the design of jobs is discussed. The chapter shows that job analysis is a necessary part of 
HRM and in many respects is the foundation upon which all other HRM activities must be 
constructed. The nature of the work to be performed is one of the fundamental inputs into all 
major HRM functions. This is another way of saying that how workers’ responsibilities and 
duties are segmented helps shape and determine virtually all other facets of organizational 
functioning. As such, understanding exactly what constitutes any particular job is critical to 
developing HRM activities that support the organization’s mission. 
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 The Vocabulary of Job Analysis 

 Before considering the process and techniques involved in job analysis, one should learn 
the language of work analysis. Although many of these terms are often used interchange-
ably by people who are unfamiliar with job analysis, the expert will use them more pre-
cisely in order to avoid confusion and misinterpretation. Precision in the use of these terms 
is, in fact, required by federal and state legislation. It is therefore important for the HR 
manager to use each of them in a way that is consistent with such legislation. 
  The following definitions are consistent with those provided by the U.S. Employment 
Service and the U.S. Office of Personnel Management: 2  

  Job analysis     A systematic process of gathering, documenting, and analyzing infor-
mation about the content, context, and requirements of a job. 3  

  Job description  The principal outcome of a job analysis. It represents a written 
summary of the job as an identifiable organizational unit. 

  Job specification    A written explanation of the knowledge, skills, abilities, and other 
characteristics (KSAOs) necessary for effective performance on a given job. 

  Tasks  Coordinated and aggregated series of work elements used to produce an output 
(e.g., a unit of production or service to a client). 

  Position  Consists of the responsibilities and duties performed by an individual. There 
are as many positions in an organization as there are employees. 

  Job  Group of positions that are similar in their duties, such as computer programmer 
or compensation specialist. 

  Job family  Group of two or more jobs that have similar duties. 

 The Steps in Job Analysis 

 The job analysis process involves a number of steps, which are outlined in Exhibit 6–1. 4  
As it appears in the exhibit, the process assumes that the job analysis is being conducted 
in an existing organization, in other words, an organization that is already in operation as 
 opposed to a new venture. 

Step 1
Examine the
total organi-
zation and
the fit of
each job

Step 2
Determine
how job 
analysis
information 
will be used

Step 3
Select jobs
to be 
analyzed

Step 5
Prepare job
description

Step 6
Prepare job
specification

Use information from
steps 1–6 for:

Job design
Planning
Recruitment
Selection and training
Performance evaluation
Compensation and benefits
EEO compliance
Follow-up evaluations

Step 4
Collect data
by using 
acceptable
job analysis
techniques

EXHIBIT 6–1 Steps in the Job Analysis Process (1–6) and Its Relationship to HRM and Job Design

iva29120_ch06_150-185.indd Page 152  12/9/11  2:13 PM user-f462iva29120_ch06_150-185.indd Page 152  12/9/11  2:13 PM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 6  Job Analysis and Design  153

  Step 1 provides a broad view of how each job fits into the total fabric of the organiza-
tion. Organization charts and process charts (discussed later) are used to complete the first 
step. Step 2 encourages those involved to determine how the job analysis and job design 
information will be used. This step is further explained in the next section. Since it is usu-
ally too costly and time-consuming to analyze every job, a representative sample of jobs 
needs to be selected. In step 3, jobs that are to be analyzed are selected. 
  Step 4 involves the use of structured job analysis techniques. The techniques are used to 
collect data on the characteristics of the job, the required behaviors, and the characteristics 
an employee needs to perform the job. The information collected in step 4 is then used in 
step 5 to develop a job description. Next, in step 6, a job specification is prepared. 
  The knowledge and data collected in steps 1 through 6 are used as the foundation for 
virtually every other HRM activity. As shown in Exhibit 6–1, these include activities such 
as recruitment, selection, training, performance evaluation, and compensation. The infor-
mation gathered during job analysis is essential to each of these. 
  As is also shown in the exhibit, the information gathered is used in job design and rede-
sign, which are discussed in detail later in this chapter. Job analysis provides information 
necessary for organizing work in ways that allow employees to be both productive and satis-
fied. Finally, information from job analysis can be used in an organization’s follow-up eval-
uations of its job design. At this step, it is important for an organization to evaluate its efforts 
and determine whether the goals of productivity and satisfaction are in fact being achieved. 

 The Uses of Job Analysis 

 HR managers, specialists, and managers in general know that job analysis has many uses. 
Some of these individuals now believe that there is no longer even a choice about whether 
job analysis should be conducted. Administrative guidelines accompanying various civil 
rights and EEO laws and judicial recommendations are clear. The question has become how 
to conduct a legally defensible job analysis rather than whether to conduct such an analysis 
at all. 5  In terms of staffing and selection activities, job analysis plays an important role in the 
 Uniform Guidelines on Employee Selection Procedures  (1978), a set of policies designed to 
minimize or prevent workplace discrimination practices. The UGESP emphasizes that job 
analysis should be used when validating or assessing the accuracy of organizational selec-
tion procedures. 6  In addition, job analysis is critical to assessments of discrimination under 
most employment-related laws, including the Civil Rights Act of 1991 and the Americans 
with Disabilities Act of 1990. Job analysis is linked with these discrimination laws through 
rulings from numerous Supreme Court decisions. The quality of job analysis conducted by 
an organization is frequently a primary determinant of whether it has acted properly. 
  On the basis of these court decisions, a good job analysis must provide the following if 
it is to be viewed favorably: 7  

 1. It should yield a thorough, clear job description. 

 2. The frequency and importance of task behaviors should be assessed. 

 3. It must allow for an accurate assessment of the knowledge, skills, abilities, and other 
characteristics (KSAOs) required by the job. 

 4. It must yield information about the relationship between job duties and these KSAOs. 
That is, it must clearly determine which KSAOs are important for each job duty. 

  In addition to helping organizations satisfy their legal requirements, job analysis is closely 
tied to HRM programs and activities. It is used extensively in each of the following areas: 

 1.  Recruitment and selection  Job analysis information helps recruiters seek and find the 
right persons for the organization. And, to hire the right person, selection testing must 
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assess the most critical skills and abilities needed to perform a job. This information 
comes from job analysis. 

 2.  Training and career development    Knowing the skills necessary for jobs is essential to 
building effective training programs. Moreover, helping people move efficiently from 
one career stage to another can only be accomplished with information from job 
analysis. 

 3.  Compensation  Compensation is usually tied to the duties and responsibilities of a job. 
Thus, proper compensation demands accurate assessments of what various jobs entail. 

 4.  Strategic planning    More and more, managers are beginning to realize that job analysis 
is another important tool in an organization’s overall strategic planning efforts. Effective 
job analysis can help organizations change, eliminate, or otherwise restructure work 
and work flow processes to meet the changing demands of uncertain environments. 

  It should be obvious from this list that the potential uses of job analysis cover the entire 
domain of HRM activities. It is, in fact, difficult to imagine how an organization could 
 effectively hire, train, appraise, compensate, or utilize its human resources without the 
kinds of information derived from job analysis. But the value of job analysis doesn’t end 
with HRM. Managers involved in virtually all aspects of planning, organizing, controlling, 
and directing in the organization also benefit from job analysis information. 

   Who Should Conduct the Job Analysis? 

 The steps spelled out in Exhibit 6–1 suggest that care and planning are important features 
of any job analysis. Part of that planning should involve carefully choosing the people who 
will conduct the analysis. If an organization has only an occasional need for job analysis 
information, it may hire a temporary job analyst from outside. Other organizations will 
have job analysis experts employed full time. Still other organizations will use supervisors, 
job incumbents, or some combination of these to collect job analysis information. 
  Each of these choices has strengths and weaknesses. For example, job incumbents are a 
good source of information about what work is actually being done rather than what work 
is supposed to be done. In addition, involving incumbents in the job analysis process might 
increase their acceptance of any work changes stemming from the results of the analysis. 8  
On the other hand; job analysis should describe the work activities of a job independent of 
any personal attributes of a given job incumbent. Because incumbents tend to exaggerate 
the responsibilities and importance of their work, this objectivity might be difficult to 
achieve when incumbents conduct the job analysis. Thus, the choice of who should analyze 
a job depends on many factors, including the location and complexity of the jobs to be ana-
lyzed, how receptive incumbents might be to an external analyst, and the ultimate intended 
purpose of the results of the analysis. 9  
  Regardless of who collects the information, the individuals should thoroughly under-
stand people, jobs, and the total organizational system. They should also have considerable 
knowledge about how work is expected to flow within the organization. 

 The Use of Charts 

 The job analyst has to select the best methods and procedures available to conduct the 
analysis. However, even before this selection is made, an overview of the organization and 
its jobs is required. An overview provides the job analyst with an informed picture of the 
total arrangement of departments, units, and jobs. Additionally, this overview will provide 
the job analyst with a better understanding of the flow of work through the organization. 

HRMemo Before 
asking employees 
and supervisors for 
their assistance in 
conducting several 
job analyses, HR 
managers need to 
communicate to 
these individuals 
why job analyses are 
important and how 
the information will 
be used. If not, the 
HR manager may 
encounter resistance 
from busy employees 
and managers.
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Over the past two decades, several companies have fol-
lowed Michael Hammer’s advice and have reengineered 
the way they do business. Michael Hammer, a well-
known author of books and research articles on reengi-
neering, suggests that the heart of reengineering is the 
need for organizations to break away from their tradi-
tional rules about work and from their traditional rules 
about how that work is efficiently accomplished. This 
 requires a completed redesign of existing work into jobs 
that previously didn’t exist. Specifically, reengineering 
designs jobs around important outcomes like perfor-
mance rather than specific tasks.
 In response to the frequent reengineering that is 
characteristic of some jobs, the use of competencies has 
emerged to complement the traditional job analysis pro-
cess. Often used for managers, competencies are indi-
vidual characteristics that are associated with successful 
performance of the individual’s job. Competencies can 
be linked to job categories or to the goals of the organi-
zation, and are often used as part of a performance 
management program. For example, a retail store chain 
may use such competencies as oral and written commu-
nication, leadership, attitude, and organization to evalu-
ate and develop its managerial staff.
 Some decision makers use competencies to move the 
organization in a particular strategic direction, for ex-
ample toward higher levels of innovation or market re-
sponsiveness. In this regard, the competency modeling 
is more geared toward the future as opposed to job 
analysis, which focuses on the tasks, duties and respon-
sibilities of current jobs in the organization. Of course, 
job analysis tends to be very popular and will not be re-
placed anytime in the near future. However, it appears 
that some combination of job analysis and competency 
modeling is a popular choice of many organizations.
 One example of a job that has undergone dramatic 
change over the past several years is that of HR profes-
sional. Findings from the 2007 Human Resource Compe-
tency Study (HRCS) that assessed what HR professionals do 
in over 400 companies in the United States, Latin America, 

Europe, China, and Australia suggest six core competencies 
that high-performing HR professionals should possess:

1. Credible Activist—HR professionals need to be re-
spected, proactive and able to advocate for their 
own position with top management of the company.

2. Cultural Steward—Helps the organization evolve and 
improve through more effective HR systems and 
practices.

3. Talent Manager/Organizational Designer—HR needs to 
attract, manage, and motivate talent while also shaping 
an organizational structure that utilizes this talent.

4. Strategy Architects—HR professionals need to create 
successful strategies that align an organization’s talent 
with its HR practices and competitive requirements.

5. Business Ally—Professionals need to know how the 
business makes money, what products/services it 
sells, and who the customers are.

6. Operational Executor—The traditional responsibilities 
of HR, recruitment, selection, compensation, train-
ing, and so on, need to be well managed.

 These competencies reflect a major departure from 
the days when the HR (or Personnel) was seen as an ad-
ministrative department responsible for payroll, applica-
tion processing, legal compliance, and other routine 
administrative tasks and duties. Due to the reengineering 
of work in general, and HR jobs in particular, these six 
competencies are necessary for a successful career in HR.

Sources: Adapted from H. John Bernardin (2007), Human Re-
source Management, 4th ed. (New York: McGraw-Hill/Irwin); 
Robert J. Grossman (June 2007), “New Competencies for HR,” 
HR Magazine, Vol. 52, Iss. 6, pp. 58–63; Andrew N. Garman 
and Matthew P. Johnson (2006), “Leadership Competencies: 
An Introduction,” Journal of Healthcare Management, Vol. 51, 
Iss. 1, pp. 13–17; James C. Hayton (2006), “Competencies in 
Practice: An Interview with Hanneke C. Frese,” Human Resource 
Management, Vol. 45, Iss. 3, pp. 495–500; Michael Hammer 
and Steven A. Stanton (1995), The Reengineering Revolution 
(London: HarperCollins); Michael Hammer (July–August 1990), 
“Reengineering Work: Don’t Automate, Obliterate,” Harvard 
Business Review, pp. 104–12.

HR Journal Six Must-Have Competencies of HR Professionals

  To gain these useful insights about the structure and process of the organization, two 
types of charts are especially helpful. An  organization chart  presents the relationships 
among departments and units of the firm. The line functions (the individuals performing 
the work duties) and staff functions (the advisers) are also spelled out. A typical organi-
zation chart will yield information about the number of vertical levels in the organiza-
tion, the number of different functional departments, and the formal reporting 
relationships that exist. 
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  A second type of chart, the  process chart  ,  shows how a specific set of jobs are related 
to each other. 10  Thus, rather than simply showing the structural relationships among job 
titles (as in a typical organization chart), the process chart shows the flow of activities 
and work necessary to produce a desired product or service. 

 Methods of Data Collection 

 There are four basic methods, which can be used separately or in combination, of collect-
ing job analysis data—observation, interviews, questionnaires, and job incumbent diaries 
or logs. In each of these methods, the information about the job is collected and then the 
job is studied in terms of tasks completed by the job incumbent (person presently working 
on the job). This type of job analysis is referred to as  job-oriented.  On the other hand, a job 
can be analyzed in terms of behaviors or what the job incumbent does to perform the 
job (such as computing, coordinating, or negotiating). This is referred to as  work-oriented  
job analysis. 11  Both of these orientations are acceptable under the  Uniform Guid  e  lines on 
Employee Selection Procedures  as long as they identify job duties and behaviors that are 
critical to performing the job. 
  The four methods—or any combination of them—must focus on critical information. 
Since time and cost are considerations, managers need to collect comparable, valid data. 
Consequently, some form of core information is needed no matter what data collection 
method is used. 12  A professional job analyst typically conducts extensive interviews with 
incumbents and supervisors, collects records about the job, and, if feasible, directly 
 observes the job incumbents performing the job. 13  
  A questionnaire called the  job analysis information format (JAIF)  can provide the 
basic core information for use with any job analysis method—observation, interview, ques-
tionnaire, or incumbent diary or log. It permits the job analyst to collect information that 
provides a thorough picture of the job, job duties, and requirements. 
  Job incumbents are asked to complete the JAIF. These answers (of course, some ques-
tions may not be answered or can’t be answered because the job incumbent doesn’t know 
the answer) are then used to specifically structure the data collection technique that will 
eventually be implemented. Exhibit 6–2 presents a portion of one type of JAIF. 
  Differences among job incumbents should be considered during the analysis of JAIF 
information, in addition to the actual job analysis. The job analyst should not assume 
that all incumbents or their supervisors will view a job in the same way. A safeguard 
against developing a distorted picture of a job is for the job analyst to collect informa-
tion from a variety of incumbents, including males and females, older and younger 
workers, majority and minority employees, and high- and low-performing incumbents. 
Finally, the job analyst should not assume that all incumbents and supervisors have the 
same amount of knowledge about a job. This is important because research indicates 
that too little knowledge about a job can lead to inaccurate job descriptions. 14  

 Observation 
 Direct observation is used for jobs that require manual, standardized, and short-job-cycle 
activities. Jobs performed by an automobile assembly-line worker, an insurance company 
data entry specialist, and an inventory stockroom employee are examples of these. The job 
analyst must observe a representative sample of individuals performing these jobs. Obser-
vation is usually not appropriate where the job involves significant mental activity, such as 
the work of a research scientist, a lawyer, or a mathematician. 
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EXHIBIT 6–2 

JOB ANALYSIS INFORMATION FORMAT

Your Job Title _________________________________________ Code ___________________ Date_______________________

Class Title ____________________________________________ Department __________________________________________

Your Name ___________________________________________ Facility ______________________________________________

Supervisor’s Title ______________________________________ Prepared By __________________________________________

Superior’s Name _______________________________________ Hours Worked to

1. What is the general purpose of your job?

2. What was your last job? If it was in another organization, please name it.

3. To what job would you normally expect to be promoted?

4. If you regularly supervise others, list them by name and job title.

5. If you supervise others, please check those activities that are part of your supervisory duties:

__ Hiring __ Developing __ Directing __ Disciplining

__ Orienting __ Coaching __ Measuring performance __ Terminating

__ Training __ Counseling __ Promoting __ Other ______________

__ Scheduling __ Budgeting __ Compensating

6. How would you describe the successful completion and results of your work?

7. Job Duties. Please briefly describe what you do and, if possible, how you do it. Indicate those duties you consider to be
most important and/or most difficult.

a. Daily duties—

b. Periodic duties (please indicate whether weekly, monthly, quarterly, etc.)—

c. Duties performed at irregular intervals—

d. How long have you been performing these duties?

e. Are you now performing unnecessary duties? If yes, please describe.

f. Should you be performing duties not now included in your job? If yes, please describe.

(continued on next page)

______________ AM

PM
______________ AM

PM
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EXHIBIT 6–2 (continued)

8. Education. Please check the blank that indicates the educational requirements for the job, not your own educational
background.

List advanced degrees or specific professional license or certificate required.

Please indicate the education you had when you were placed on this job.

9. Experience. Please check the amount needed to perform your job.

Please indicate the experience you had when you were placed on this job.

10.   Skills. Please list any skills required in the performance of your job. (For example, degree of accuracy, alertness, precision
in working with described tools, methods, systems)

Please list skills you possessed when you were placed on this job.

11. Equipment. Does your work require the use of any equipment? Yes _____ No _____ If yes, please list the equipment and
check whether you use it rarely, occasionally, or frequently.

Equipment

a.

b.

c.

d.

___________________

___________________

___________________

___________________

Rarely

______

______

______

______

Occasionally

______

______

______

______

Frequently

______

______

______

______

a. ______ No formal education required.

b. ______ Less than high school diploma.

c. ______ High school diploma or equivalent.

d. ______ Two-year college certificate or equivalent.   

e. ______ Four-year college degree.  

f. ______ Education beyond undergraduate degree and/or
professional license.

a. ______ None.

b. ______ Less than one month.

c. ______ One month to less than six months.

d. ______ Six months to one year.

e. ______ One to three years.

f. ______ Three to five years.

g. ______ Five to 10 years.

h. ______ Over 10 years.
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  The observation technique requires that the job analyst be trained to observe  relevant  
job behaviors. In conducting an observation, the job analyst must remain as unobtrusive as 
possible. He or she must stay out of the way so that the work can be performed. 

 Interviews 
 Interviewing job incumbents is often done in combination with observation. Interviews are 
probably the technique used most widely in collecting data for job analysis. They permit the 
job analyst to talk face to face with job incumbents. The job incumbent can ask questions of 
the job analyst, and this interview serves as an opportunity for the analyst to explain how the 
knowledge and information gained from the job analysis will be used. 
  Interviews can be conducted with a single job incumbent, with a group of individuals, or 
with a supervisor who is knowledgeable about the job. Usually a structured set of questions 
will be used in interviews so that answers from individuals or groups can be compared. 
  Although interviews can yield useful job analysis information, an awareness of their 
potential limitations is also needed. Interviews are difficult to standardize—different 
 interviewers may ask different questions and the same interviewer might unintentionally 
ask different questions of different respondents. There is also a real possibility that the 
information provided by the respondent will be unintentionally distorted by the inter-
viewer. Finally, the costs of interviewing can be very high, especially if group interviews 
are not practical. 15  

 Questionnaires 
 The use of questionnaires is usually the least costly method for collecting information. It is an 
effective way to collect a large amount of information in a short period of time. The JAIF in 
Exhibit 6–2 is a structured questionnaire. It includes specific questions about the job, job re-
quirements, working conditions, and equipment. A less structured, more open-ended approach 
would be to ask job incumbents to describe their job in their own terms. This open-ended for-
mat would permit job incumbents to use their own words and ideas to describe the job. 
  The format and degree of structure that a questionnaire should have are debatable is-
sues. Job analysts have their own personal preferences on this matter. There really is no 
best format for a questionnaire. However, here are a few hints that will make the question-
naire easier to use: 

 •  Keep it short —people do not generally like to complete long, time-consuming forms. 

 •  Explain  what the questionnaire is being used for—people want to know why it must be 
completed. Jean Davis (in this chapter’s HR Challenge) failed to explain her job analy-
sis questionnaire. Employees wanted to know why the questions were being asked and 
how their responses would be used. 

 •  Keep it simple —do not try to impress people with technical language. Use the simplest 
language to make a point or ask a question. 

•   Test  the questionnaire before using it—in order to improve the questionnaire, ask some 
job incumbents to complete it and to comment on its features. This test will permit the 
analyst to modify the format before using the questionnaire in final form. 

 Job Incumbent Diary or Log 
 The diary or log is a recording by job incumbents of job duties, frequency of the duties, 
and when the duties are accomplished. This technique requires the job incumbent to keep 
a diary or log. Unfortunately, most individuals are not disciplined enough to keep such a 
diary or log. If a diary or log is kept up to date it can provide good information about the 
job. Comparisons on a daily, weekly, or monthly basis can be made. This permits an 
 examination of the routineness or nonroutineness of job duties. The diary or log is useful 
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when attempting to analyze jobs that are difficult to observe, such as those performed by 
engineers, scientists, and senior executives. 

 Which Method to Use? 
 Although any of these four basic methods can be used either alone or in combination, there is 
no general agreement about which methods of job analysis yield the best and most up-to-date 
information. 16  Many experts agree that, at the very least, interviews should not be relied on 
as the sole data collection method. 17  In addition, the various methods may not be inter-
changeable; certain methods seem to be better suited to a given situation than others. 18  
  In the absence of a strong theoretical reason why one method should be superior to an-
other, most organizations base their choice on their current needs. 19  In other words, the 
choice of a method is determined by circumstances such as the purpose of the analysis and 
time and budget constraints. 
  Since these four basic methods seem to have different strengths and weaknesses, many 
organizations are turning to a  multimethod   job analysis approach  .  20  In this approach, 
the job analyst first conducts interviews with incumbents and supervisors in conjunction 
with on-site observation. Next, a task survey based on expert judgments is constructed and 
administered. Finally, a statistical analysis of the responses to the task survey is conducted 
in order to assess their consistency and to identify any systematic variation in them. There 
might, for example, be variation in the descriptions provided by incumbents and supervi-
sors, by incumbents at different geographic locations, or by members of different depart-
ments. Regardless, differences in how the job has been described need to be resolved so 
there is general agreement about its true nature. 
  Using a comprehensive process such as the multimethod job analysis approach will, of 
course, be relatively expensive and time-consuming. However, it does offer one distinct 
advantage over any of the basic methods used alone: the quality of information derived 
from a more comprehensive approach is strongly endorsed by the courts in cases that rely 
on job analysis information. 21  

 Specific Quantitative Techniques 

 The four methods of data collection for job analysis just described were presented in gen-
eral terms. They form the basis for construction of specific techniques that have gained 
popularity across many types of organizations. When they are used properly, these specific 
techniques can provide systematic and quantitative procedures that yield information about 
what job duties are being accomplished and what knowledge, skills, abilities, and other 
characteristics (KSAOs) are needed to perform the job. Three of the more popular quantita-
tive techniques are functional job analysis, the position analysis questionnaire, and the 
management position description questionnaire. 

 Functional Job Analysis 
  Functional job analysis (FJA)  is the cumulative result of approximately 60 years of re-
search on analyzing and describing jobs. It was originally conceived in the late 1940s and 
was developed as a mechanism for improving the classification of jobs contained in the 
 Dictionary of Occupational Titles  (DOT), 22  which was the primary source used by the U.S. 
Employment Service for descriptive information about jobs. 
  When someone was interested in a general description of a job, the DOT served as a 
good starting point. DOT descriptions helped a job analyst begin learning what was 
 involved in a particular job. FJA was then used to elaborate and more thoroughly describe 
the content of a job. The main focus of FJA was to create a common language for accurately 
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describing a large number of jobs in ways that can be reliably reproduced by other experts. 
Empirical research regarding the validity of the FJA model has been reported. 23  Following 
is a brief summary of FJA. A thorough description of FJA procedures can be found in works 
by Fine and colleagues. 24  
  FJA assumes that jobs can be described in terms of three basic relationships that the 
incumbent has with his or her work. In order to complete the tasks involved in a job, the 
worker must physically relate to “things,” use mental resources to process “data,” and in-
teract with “people.” The extent to which a job involves each of these three components 
forms the basis for a job description prepared with FJA. Using behavioral terms, each of 
these relationships with work can be organized along a continuum of complexity (lowest to 
highest). Exhibit 6–3 provides one scale and examples for each of the scale items. 
  One advantage of the FJA is that each job has a quantitative score. Thus, jobs can be 
arranged for compensation or other HRM purposes because jobs with similar ratings are 
assumed to be similar. For example, all jobs with 5, 6, 2 or 2, 0, 1 scores could be grouped 
together and treated in much the same way. 25  
  In the 1990s, the U.S. Department of Labor Employment and Training Administra-
tion undertook a major job analysis initiative known as the  Occupational Information 
Network (O*NET)  .  The O*NET, which has replaced the DOT, is a comprehensive and 
flexible Internet accessible database that describes occupations, worker KSAOs, and work-
place requirements. 26  

EXHIBIT 6–3 Worker Function Scale and Examples from Functional Job Analysis (FJA)

Source: Reprinted by permission of Taylor & Francis. From Functional Job Analysis: A Foundation for Human Resources Management by Sidney A. Fine. Copyright 1999 by 
Lawrence Erlbaum Associates, Inc., all rights reserved.

 Organizational Examples

People Functions Scale Entry-Level Salesperson Company Trainer

1A: Taking instructions—helping Stays within assigned territory. Delivers requested programs.

1B: Serving Sends product samples to customers. Answers trainees’ questions.

2: Exchanging information Asks questions to assess needs of customers. Asks trainees for feedback.

3A: Sourcing information Refers customer to production manager. Directs trainees to additional resources.

3B: Persuading Convinces customer to purchase product. Persuades trainees of importance of topic.

3C: Coaching Gives encouragement to new assistant  Checks on and helps trainees 
 salesperson. postprogram.

3D: Directing Lightens mood with customer when  Creates entertaining class 
 appropriate. environment.

4A: Consulting Informs customer about product  Defines and clarifies key concepts.
 specifications.

4B: Instructing Demonstrates how product works. Teaches trainees new computer software.

4C: Treating n/a n/a

5: Supervising Structures job of assistant salesperson. Evaluates learning of trainees.

6: Negotiating Bargains over price with customer. Asks for larger budget from vice 
  president of human resource department.

7: Mentoring Counsels assistant salesperson on career Advises new trainer on how to deliver a 
 issues. training program.

8: Leading Models behavior for new salespeople.  Sets a vision as to why development is 
important.
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  Encompassing over 60 years of occupational information, the O*NET allows individuals 
to describe work accurately and efficiently. It is a much more user-friendly source for 
 occupational data (compared to the DOT) because of the ease and flexibility associated with 
Web access and the fact that 12,000 different occupations of the DOT were reduced to just 
under 1,000 in the O*NET. As illustrated in Exhibit 6–4, the data contained in the O*NET 
are categorized into six separate groups referred to as the O*NET Content Model. 
  Who are the typical users of the O*NET? A wide variety of individuals can use these 
occupational data, for example: 27  

 • Human resource professionals can use it to develop job descriptions and specifications, 
develop employee training programs, and structure compensation and reward systems. 

 • Career counselors can use the information to advise students and clients about the 
 requirements of different occupations. 

 • Recruiters can use the data to identify candidates who are more likely to fit well with 
their organization. 

 • Trainers and educators can use this information to match training objectives with job 
tasks or requirements. 

 Position Analysis Questionnaire 
 A structured questionnaire for quantitatively assessing jobs was developed by researchers 
at Purdue University. It is called the  position analysis questionnaire (PAQ)  .  28  The 
PAQ contains 195 items (11 of these are shown in Exhibit 6–5). Because the questionnaire 
requires considerable experience and a high level of reading comprehension to complete 
properly, it is often filled out by a trained job analyst. The job analyst must decide whether 
each item applies to a particular job. For example, measuring devices (item 6) play a very 
substantial role (5) for the job being analyzed in Exhibit 6–5. 

EXHIBIT 6–4 
The O*NET Content 
Model

Source: http://www.
onetcenter.org/content.html.
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EXHIBIT 6–5 Portions of a Completed Page from the Position Analysis Questionnaire

Source: Reprinted by permission of Taylor & Francis. From Functional Job Analysis: A Foundation for Human Resources Management by 
Sidney A. Fine. Copyright 1999 by Lawrence Erlbaum Associates, Inc., all rights reserved.

Written materials (books, reports, office notes, articles, job instructions, signs,
etc.)

Quantitative materials (materials which deal with quantities or amounts, such
as graphs, accounts, specifications, tables of numbers, etc.)

Pictorial materials (pictures or picturelike materials used as sources of
information, for example, drawings, blueprints, diagrams, maps, tracings,
photographic films, x-ray films, TV pictures, etc.)

Patterns/related devices (templates, stencils, patterns, etc., used as sources of
information when observed during use; do not include here materials described
in item 3 above)

Visual displays (dials, gauges, signal lights, radarscopes, speedometers, clocks,
etc.)

Measuring devices (rulers, calipers, tire pressure gauges, scales, thickness
gauges, pipettes, thermometers, protractors, etc., used to obtain visual
information about physical measurements; do not include here devices
described in item 5 above)

Mechanical devices (tools, equipment, machinery, and other mechanical 
devices which are sources of information when observed during use or
operation)

Materials in process (parts, materials, objects, etc., which are sources of
information when being modified, worked on, or otherwise processed, such as
bread dough being mixed, workpiece being turned in a lathe, fabric being cut,
shoe being resoled, etc.)

Materials not in process (parts, materials, objects, etc., not in the process of
being changed or modified, which are sources of information when being
inspected, handled, packaged, distributed, or selected, etc., such as items or
materials in inventory, storage, or distribution channels, items being inspected,
etc.)

Features of nature (landscapes, fields, geological samples, vegetation, cloud
formations, and other features of nature which are observed or inspected to
provide information)

Man-made features of environment (structures, buildings, dams, highways,
bridges, docks, railroads, and other “man-made” or altered aspects of the
indoor and outdoor environment which are observed or inspected to provide
job information; do not consider equipment, machines, etc., that an individual
uses in his or her work, as covered by item 7)

1. INFORMATION INPUT

1.1 Sources of Job Information

Rate each of the following items in terms of
the extent to which it is used by the worker
as a source of information in performing his
or her job.

Extent of Use (U)

NA Does not apply

1 Normal/very infrequent

2 Occasional

3 Moderate

4 Considerable

5 Very substantial

1 4

2 2

3 1

4 1

5 2

6 5

7 4

8 3

9 4

10 3

11 2

1.1.1 Visual Sources of Job Information

Note: This shows 11 of the “information input” questions or elements. Other PAQ pages contain questions regarding mental processes, 
work output, relationships with others, job context, and other job characteristics.
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164  Part Two  Acquiring Human Resources

  The 195 items contained on the PAQ are placed in six major sections: 

 1.  Information input  Where and how does the job incumbent get job information? 

 2.  Mental processes  What reasoning, decision-making, and planning processes are used to 
perform the job? 

 3.  Work output    What physical activities and tools are used to perform the job? 

 4.  Relationship with other people    What relationships with others are required to perform 
the job? 

 5.  Job context  In what physical and social context is the job performed? 

 6.  Other job characteristics  What activities, conditions, or characteristics other than those 
described in sections 1 through 5 are relevant? 

  Computerized programs are available for scoring PAQ ratings on the basis of seven 
 dimensions—(1) decision making, (2) communication, (3) social responsibilities, (4) per-
forming skilled activities, (5) being physically active, (6) operating vehicles or equipment, 
and (7) processing information. These scores permit the development of profiles for jobs 
analyzed and the comparison of jobs. 
  Like other job analysis techniques, the PAQ has advantages and disadvantages. One of 
its biggest advantages is that it has been widely used and researched. The available evi-
dence indicates that it can be an effective technique for a variety of intended purposes. 29  It 
is reliable in that there is little variance among job analysts’ ratings of the same jobs. 
It seems to be an effective way of establishing differences in abilities required for jobs. 30  It 
also seems valid in that jobs rated higher with the PAQ prove to be those that are compen-
sated at higher rates. 
  A major problem with the PAQ is its length. It requires time and patience to complete. 
In addition, since no specific work activities are described, behavioral activities performed 
in jobs may distort actual task differences in the jobs. For example, the profiles for a data 
entry specialist, video game tester, and male ballet dancer may be quite similar, since all 
involve fine motor movements. 31  Some research suggests that the PAQ is capable only of 
measuring job stereotypes. 32  If this is true, then the PAQ may be providing little more than 
common knowledge about a job. That is, ratings on the PAQ might represent information 
that makes up the job analyst’s stereotype about the work in question rather than actual 
differences among jobs. 

 Management Position Description Questionnaire 
 Conducting a job analysis for managerial jobs offers a significant challenge to the analyst 
because of the disparity across positions, levels in the hierarchy, and type of industry (for 
example, industrial, medical, governmental). An attempt to systematically analyze mana-
gerial jobs was conducted at Control Data Corporation. The result of the work is the 
  management position description questionnaire (MPDQ)  .  33  
  The MPDQ is a checklist of 208 items related to the concerns and responsibilities of 
managers. It is designed to be a comprehensive description of managerial work, and it is 
intended for use across most industrial settings. The latest version of the MPDQ is classified 
into 15 sections. Items were grouped into sections in order to reduce the time it requires to 
complete the questionnaire, and to help with the interpretation of responses: 34  

  1. General information. 

  2. Decision making. 

  3. Planning and organizing. 

  4. Administering. 

  5. Controlling. 

  6. Supervising. 
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  7. Consulting and innovating. 

  8. Contacts (section 8 appears in Exhibit 6–6 on pages 166–167). 

  9. Coordinating. 

  10. Representing. 

  11. Monitoring business indicators. 

  12. Overall ratings. 

  13. Knowledge, skills, and abilities. 

  14. Organization chart. 

  15. Comments and reactions. 

  Although the FJA, PAQ, and MPDQ are all intended for use across a large range of jobs, 
many other methods of quantitative job analysis are also receiving attention. The   common 
metric questionnaire (CMQ)  ,  35  which is completed by an incumbent, is a job analysis 
instrument with several potential advantages over existing measures. The items are at a 
reading level more appropriate for many jobs; they are more behaviorally concrete, thereby 
making it easier for incumbents to rate their jobs; and the CMQ is applicable to both ex-
empt and nonexempt positions, which may increase the number of intrajob skill-based 
comparisons that may be made. 

 Job Descriptions and Specifications 

 As previously mentioned, the job description (see Exhibit 6–1) is one of the primary outputs 
provided by a systematic job analysis. Simply stated, a job description is a written descrip-
tion of what the job entails. It is, however, difficult to overemphasize how important thor-
ough, accurate, and current job descriptions are to an organization. Many changes occurring 
in recent years have increased the need for such job descriptions. These changes include 
(1) the incredible number of organizational restructurings that have occurred (e.g., downsizing); 
(2) the need to implement new and creative ways to motivate and reward employees; (3) the 
accelerated rate at which technology is changing work environments; and (4) new, more 
stringent federal regulation of employment practices through legislation like the Americans 
with Disabilities Act and the Civil Rights Act of 1991. 36  Though some HR managers feel 
that technology and rapidly changing jobs will eventually decrease the need for job descrip-
tions, 37  it still seems unlikely that there are any relevant aspects of human resources that do 
not depend on accurate job descriptions. The nearby Your Career Matters provides several 
job search websites that individuals can visit for samples of current job descriptions. 
  While there is no standard format for a job description, almost all well-written, useful 
descriptions will include information on: 38  

 •  Job title —title of the job and other identifying information such as its wage and benefits 
classification. 

 •  Summary —brief one- or two-sentence statement describing the purpose of the job and 
what outputs are expected from job incumbents. 

 •  Equipment —clear statement of the tools, equipment, and information required for ef-
fectively performing the job. 

 •  Environment —description of the working conditions of the job, the location of the job, 
and other relevant characteristics of the immediate work environment such as hazards 
and noise levels. 

 •  Activities —includes a description of the job duties, responsibilities, and behaviors per-
formed on the job. Also describes the social interactions associated with the work (for 
example, size of work group, amount of dependency in the work). 
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Mark an “X” in the box to the left of the
kinds of individuals that represent your
major contacts internal and external to
Control Data Corporation.

For each contact checked, print a num-
ber between 0 and 4 in each column to
indicate how significant a part of your
position that PURPOSE is. (Remember
to consider both its importance in light
of all other position activities and its 
frequency of occurrence.)

0-Definitely not a part of the position.
1-A minor part of the position.
2-A moderate part of the position.
3-A substantial part of the position.
4-A crucial and most significant part
     of the position.

STEP 3

If you have any other contacts please
elaborate on their nature and purpose
below.

226

STEP 2

STEP 1

DIRECTIONS:

Describe the nature of your contacts by
completing the charts on the opposite
page as follows:

To achieve organizational goals,
managers and consultants may be
required to communicate with
employees at many levels within
the corporation and with influential
people outside the corporation.

The purposes of these contacts
may include such functions as:

• Informing
• Receiving information
• Influencing
• Promoting
• Selling
• Directing
• Coordinating
• Integrating
• Negotiating

EXHIBIT 6–6  Rating Internal and External Contacts Using the Management Position Description 
Questionnaire (MPDQ)

  The job specification evolves from the job description. It addresses the question 
“What personal traits and experience are needed to perform the job effectively?” The job 
specification is especially useful in offering guidance for recruitment and selection. For 
example, suppose that you were looking for an HR professional to fill the position de-
scribed in  Exhibit 6–7. From the job specification, you would know that the successful 
applicant would have a college education and would already have at least six years of 
experience in HRM. 
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Executive or senior vice
president and above

Vice president

General/regional manager,
director, or executive consultant

Department/district manager,
or senior consultant

Section/branch manager or
consultant

Unit manager

Exempt employees

Nonexempt employees

159

160

161

162

163

164

165

166

INTERNAL

Share information
regarding past,

present, or anticipated
activities or decisions

167

168

169

170

171

172

173

174

Influence others
to act or decide in a
manner consistent
with my objectives

175

176

177

178

179

180

181

182

Direct and/or
integrate the plans,

activities, or
decisions of others

183

184

185

186

187

188

189

190

Customers at a level
  equivalent to or above
  a Control Data general/
  regional manager

Customers at a level lower
  than a Control Data general/
  regional manager

Representatives of major
  suppliers, for example, joint
  ventures, subcontractors for
  major contracts

Employees of suppliers who
  provide Control Data with
  parts or services

Representatives of
  influential community
  organizations

Individuals such as
  applicants, stockholders

Representatives of federal
  or state governments such
  as defense contract auditors,
  government inspectors, etc.

191

192

193

194

195

196

197

EXTERNAL

Provide, obtain,
or exchange

information or
advice

198

199

200

201

202

203

204

Promote the
organization or

its products/
services

205

206

207

208

209

210

211

Negotiate
contracts, 

settlements, etc.

219

220

221

222

223

224

225

212

213

214

215

216

217

218

Sell products/
services

CONTACTS PURPOSE

STEP 2
STEP 1

EXHIBIT 6–6  (continued)

  Determining what skills, knowledge, or abilities are required for performing a particular 
job must be done systematically. R. J. Harvey offers the following guidelines for arriving 
at the characteristics that should be included on a job specification: 39  

 1. All job tasks must be identified and rated in terms of importance using sound job analy-
sis techniques. 

 2. A panel of experts, incumbents, or supervisors should specify the necessary skills for 
performing each of the job tasks identified. 
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Assume you’re working as an HR professional for a one-
year-old company that makes apps for smart phones. 
Also assume that the company is planning to expand by 
creating several new positions in app development, sales, 
customer service, and the HR department. Within HR, 
you will need to hire a compensation analyst, a recruiting 
assistant, and a HRIS specialist over the next two months. 
You’re planning to hire a consultant to help analyze each 
of these new positions, but your boss just asked you to 
submit an initial rough draft of the HR positions within a 
few days. Where can you find job descriptions in a hurry? 
One approach is to do a keyword search (i.e., compensa-
tion analyst) on a variety of popular Web-based job 
boards. Within an hour or two, you’ll probably have a 
basic idea of how other organizations are wording their 
job descriptions for similar HR positions. Again, this is 
only an initial snapshot of a limited number of job de-
scriptions posted by other organizations, but it can give 
you some preliminary information (and allow you to 
meet the boss’s deadline in a few days!).
 A sample of Web-based job boards includes:

Indeed.com—This website searches and combines 
 results from other job boards. Search by job title/
keywords/company (compensation analyst) and 
 location (“Austin, TX”).

CareerBuilder.com—Has 1.6 million jobs listed on 
the website. Users can search by keywords (com-
pensation analyst), location (Austin, TX) and 
 career category (HR).

Monster.com—Search by job title (compensation 
 analyst), skills/keywords (job evaluation and com-
pensation survey) and location (Austin, TX).

Craigslist.com—Though not as polished or broad 
reaching as other job boards, this site can offer a very 
large number of job listings in the local community.

The Ladders—Search for reportedly high-paying jobs 
(i.e., $100,000 or higher) by entering job title 
 (compensation analyst) and location (New York).

Simplyhired.com—This site claims to have approxi-
mately 4.7 million jobs that can be searched by 
 users. Searches by can be done by keyword 
 (compensation analyst) or location (Austin, TX).

Sources: Adapted from Alexis Grant (April 19, 2011), “When 
Using Job Boards, It Pays to Go Niche,” U.S. News & World 
 Reports (http://money.usnews.com accessed on June 8, 2011); 
Brian Burnsed (May 2010), “Is Your Next Job a Click Away?” 
U.S. News & World Report, p. 31 (http://www.usnews.com 
 accessed on June 8, 2010); Sean Ludwig (March 11, 2009), 
“The 20 Best Job Search Web Sites,” PC Magazine 
(http://www.pcmag.com  accessed on June 8, 2011).

Your Career Matters Web-Based Job Boards: A Good Source for Job Descriptions

 3. The importance of each skill must be rated. 

 4. Any other characteristics necessary for performing the job should be identified. These 
include things such as physical requirements and professional certification. 

 5. Each skill that has been identified needs to be specifically linked to each job task. 

  Any trait or skill that is stated on the job specification should actually be required for 
performance of the job. The Americans with Disabilities Act makes the job analyst’s 
 responsibilities even greater in this area. Job specifications need to differentiate clearly 
between  essential  and  nonesse  n  tial  skills. 40  Essential skills are those for which alternative 
ways of accomplishing the job are not possible. Nonessential skills can be accommodated 
by changing the structure or work methods of the job. If people who are disabled could 
accomplish the job successfully after such accommodation, then it should be done. 

 Job Analysis and Strategic Human Resource Management 
 The HR Journal appearing earlier in this chapter suggests that process and work reengi-
neering will be the strategic HR challenge for the coming years. There are many signs that 
the fundamental nature of work may be changing. Functional areas are not as important as 
they once were for defining a person’s job. Instead, interdisciplinary or cross-functional 
teams consisting of persons with extremely diverse backgrounds are becoming increasingly 
common. Not surprisingly, therefore, one of the major complaints about reengineering is 
that once an organization’s processes have been reconstructed, new job responsibilities 
may be poorly defined for the new environment. 41  
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  Despite these potential difficulties, organizations will have to continually adapt to rap-
idly changing business environments. Thus, reengineering of one kind or another is likely 
in a majority of organizations. This inevitability creates a new problem for the job analyst. 
While the job analyst has traditionally been charged with creating descriptions of jobs as 
they exist in an organization, the new job analyst will also have to describe jobs that will 
exist in the  future  organization. As mentioned elsewhere in this text, there is a growing 
acknowledgment of the need to match human resource activities with an organization’s 
strategic planning. 42  An important part of this task will be an ability for job analysts to 
write job specifications that accurately detail the knowledge and skills that will comple-
ment the future strategic initiatives of the organization. 43  In the future, job descriptions will 
no longer be snapshots of a static entity called a “job.” To the contrary,  strategic job 
analysis  will have to be capable of capturing both the present and the future. 44  
  Compounding the potential problems that reengineering can introduce, many work 
 environments will also offer employees much greater flexibility in when and how they 
work. Organizations such as Citigroup, AT&T, Hewlett-Packard, and Pfizer have all 
 implemented flexible working environments to meet the needs of an increasingly diverse 

Job Title: Human Resource Manager

General description of the job

Performs administrative work managing HR activities of a large state agency or institution. Work involves responsibility for the 
planning and administration of an HRM program that includes recruitment, selection, evaluation, appointment, promotion, 
transfer, and recommended change of status of agency employees, and for ongoing systemwide communication of necessary 
information to employees. Works under general supervision, exercising initiative and independent judgment in the 
performance of assigned tasks.

Job activities

Participates in overall planning and policy making to provide effective and uniform personnel services. 
Communicates policy through organization levels by bulletins, meetings, and personal contact.

Interviews applicants, evaluates qualifications, classifies applications.

Recruits and screens applicants to fill vacancies and reviews applications of qualified persons.

Confers with supervisors on personnel matters, including placement problems, retention or release of probationary 
employees, transfers, demotions, and dismissals of permanent employees.
Supervises administration of applicant tests.

Initiates personnel training activities and coordinates these activities with work of officials and supervisors. 
Establishes effective service rating system; trains unit supervisors in making employee evaluations.

Maintains employee personnel files.

Supervises a group of employees directly and through subordinates.

Performs related work as assigned.

General qualification requirements

Experience and training 
Should have considerable experience in area of HRM administration. Six-year minimum.

 Education

   Graduation from a four-year college or university, with major work in human resources, business administration, 
or industrial psychology.

 Knowledge, skills, and abilities

   Considerable knowledge of principles and practices of HRM selection and assignment of personnel; 
job evaluation.

 Responsibility

  Supervises a department of three HRM professionals, one HR assistant, and one administrative assistant.

Department: HRM
Date: January 2, 2012

EXHIBIT 6–7 Job Description of a Human Resource Manager
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workforce. These programs include variations on traditional work such as compressed work 
schedules, telecommuting, job sharing, and flexible hours. 45  Although it is currently unclear 
whether these new work arrangements will lend themselves to accurate description through 
the quantitative methods covered in this chapter, it is safe to assume that effective organiza-
tional functioning will require some type of job analysis to be competently conducted. 46  

 Competency Modeling 
 An important goal of job analysis is to identify “what” the differences are between jobs. An 
alternative approach to analyzing work, known as competency modeling, focuses more on 
“how” work goals and objectives are accomplished. 47  A  competency  is defined as an under-
lying characteristic of a person that contributes to successful job and organizational perfor-
mance. 48  While related to KSAOs, competencies are broader in nature and are necessary 
for employees to do well in multiple jobs within an organization. For example, competencies 
for a social networking company might include “teamwork,” “creativity,” “leadership,” and so 
on.   Competency modeling  is the process of identifying key characteristics that not only lead 
to successful job performance but also support the organization’s culture, goals, and strategies. 
Competency modeling helps organizations pursue long-term goals as the development of 
training programs, performance management systems, and career development tracks. 49  Some 
of the other ways that HR professionals use competency models include: 50  

 • Hiring new employees by using selecting tools that measure competencies that align 
with organization culture and business strategies; 

 • Promoting employees who demonstrate proficiency in key competencies; 

 • Evaluating employees based on competency-oriented performance criteria; and 

 • Compensating and rewarding employees for mastering competencies. 

 Many companies are developing and using competency models to manage their human 
 talent. At Fluor Corporation, a project management company with over 42,000 employees, 
managers are given a one- to two-page developmental framework for each job that 
 describes key competencies required for a successful performance as a supervisor or a 
mid- and senior-level manager. The framework also states required training, reading, and 
documentation skills as well as key experiences that will lead to eventual promotion. 51  HR 
executives at Nationwide Mutual Insurance Company developed a competency model to 
identify skills gaps across the organization. Nationwide used this information to implement 
development programs for employees and succession plans to fill key positions. 52  

 Job Design 

 Once a thorough job analysis has been conducted and there are high-quality job descrip-
tions and job specifications available, an organization can use this information for design-
ing or redesigning jobs. This information is very useful for structuring job elements, duties, 
and tasks in a manner that will help achieve optimal performance and satisfaction. 
  There is, however, no one best way to design a job. Different situations call for different 
arrangements of job characteristics. In addition, approaches to job design place different 
emphasis on performance and satisfaction as desired outcomes. In other words, certain 
methods of job design are primarily interested in improving performance; others are more 
concerned with job satisfaction. Thus, it is unlikely that any one approach will fully satisfy 
all of the goals of a manager. This means that the choice of job design will involve making 
trade-offs based on the more critical needs of the organization. 53  
  Perspectives on the design of work can be classified into four major categories: (1) the 
perceptual-motor approach, (2) the biological approach, (3) the mechanistic approach, and 
(4) the motivational approach. 54  Both the perceptual-motor approach and the biological 
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approach have their roots in human factors engineering. Their major focus is on the inte-
gration of human and machine systems. Thus, they emphasize equipment design and the 
proper match between machines and operators. 
  The two remaining approaches more clearly highlight the potential trade-offs that must 
frequently be made by organizations with regard to job design. They are also the two that 
have received the most attention in the management literature. The mechanistic approach 
is best exemplified by Taylor’s scientific management and the motivational approach by 
job enrichment. 

 Scientific Management and the Mechanistic Approach 
 Job design was a central issue in F. W. Taylor’s model of scientific management. His use of 
job design is an excellent example of the rational approach and shows how certain perspec-
tives focus more heavily on productivity than on satisfaction. In 1911, he stated: 

 Perhaps the most prominent single element in modern scientific management is the task 
idea. The work of every workman is fully planned out by the management at least one day in 
advance, and each man receives in most cases complete written instructions, describing in 
detail the task which he is to accomplish. . . . This task specifies not only what is to be done 
but how it is to be done and the exact time allowed for doing it. 55  

  The work of Taylor and the principles of scientific management initiated a great deal of 
interest in systematically studying the structure of jobs. The emphasis was clearly on struc-
turing jobs so that they were broken down into simple, repetitive tasks. Once learned, these 
tasks could be done quickly and efficiently. 
  Although the principles of scientific management were formally introduced in the early 
1900s and many current methods of job design criticize the use of the repetitive-task struc-
ture, many of the principles are still relevant today. Among these are recommendations 
stemming from Taylor’s scientific management, such as the following: 

 • Work should be studied scientifically. (This is what job analysis attempts to do.) 

 • Work should be arranged so that workers can be efficient. 

 • Employees selected for work should be matched to the demands of the job. (Job 
 descriptions and job specifications used in recruitment and selection should achieve this.) 

 • Employees should be trained to perform the job. 

 • Monetary compensation should be tied directly to performance and should be used to 
reward the performance of employees. 

  Many managers find the scientific management approach to job design appealing be-
cause these kinds of recommendations point toward improving organizational perfor-
mance. It is assumed that the specialization and routine nature of jobs designed according 
to scientific management principles will lead to higher levels of output and require mini-
mal training  before employees are able to master the work. Despite the appeal of these 
potential advantages, research has found that repetitive, highly specialized work can lead 
to dissatisfaction among employees. 56  Thus, the gains in efficiency that scientific manage-
ment may offer can be offset by losses in satisfaction and higher levels of absenteeism 
and turnover. 
  Early strategies for overcoming some of the problems associated with jobs designed 
according to scientific management focused on job enlargement. 57   Job enlargement  
 attempts to increase satisfaction by giving employees a greater variety of things to do. The 
expansion of the work is, however, considered horizontal, since the employees are not 
given more responsibility or authority in decision making. Rather, they are merely allowed 
to do a greater number of tasks. Thus, an enlarged job is not as specialized or routine as a 
job designed according to scientific management, but it may not be any more meaningful. 
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 Job Enrichment: A Motivational Approach 
 In the past two decades, much work has been directed at changing jobs in more meaningful 
ways than job enlargement was able to do. Rather than simply increasing the variety of 
tasks performed by an employee,  job enrichment  tries to design jobs in ways that help 
incumbents satisfy their needs for growth, recognition, and responsibility. Thus, enrich-
ment differs from enlargement because the job is expanded vertically; employees are given 
responsibility that might have previously been part of a supervisor’s job. 58  
  The notion of satisfying employees’ needs as a way of designing jobs comes from Fred-
eric Herzberg’s two-factor theory of work motivation. His basic idea is that employees will 
be motivated by jobs that enhance their feelings of self-worth. 59  
  Although there are many different approaches to job enrichment, the  job   characteristics 
model  is one of the most widely publicized. 60  This model is depicted in Exhibit 6–8. It 
shows that for a job to lead to desired outcomes it must possess certain “core job dimen-
sions.” These include 

 •  Skill variety —degree to which the job requires a variety of different activities in carrying 
out the work, which involves the use of a number of an individual’s skills and talents. 

 •  Task identity —degree to which the job requires completion of a “whole” and identifi-
able piece of work—that is, doing a job from beginning to end with a visible outcome. 

 •  Task significance —degree to which the job has a substantial impact on the lives or work 
of other people, whether in the immediate organization or in the external environment. 

 •  Autonomy —degree to which the job provides substantial freedom, independence, and 
discretion to the individual in scheduling the work and in determining the procedures to 
be used in carrying it out. 

 •  Feedback —degree to which carrying out the activities required by the job results in the 
individual’s obtaining direct and clear information about the effectiveness of his or her 
performance. 

EXHIBIT 6–8 
The Job 
Characteristics 
Model of Work 
Motivation

Source: Reprinted from 
 Organizational Behavior and 
Human Performance, volume 16 
issue 2, Hackman and Oldham, 
“Motivation through the Design 
of Work:  Test of a Theory, 
p. 256, 1976, with permission 
from Elsevier.

Skill variety

Task identity

Task significance

Core job
dimensions

Critical psychological states

High internal
work motivation

High-quality
work performance

High satisfaction
with work

Low absenteeism
and turnover

Personal and work
outcomes

Autonomy

Experienced
responsibility
for outcomes
of work

Feedback
Knowledge of
actual results of
work activities

Experienced
meaningfulness
of work

Strength of
employees’ need
for growth
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  If these core dimensions are present in a job, they are expected to create three critical 
psychological states in job incumbents. 61  The key psychological states that are necessary 
for motivation and satisfaction are: 

 1.  Experienced meaningfulness —degree to which the job incumbent experiences work as 
important, valuable, and worthwhile. 

 2.  Experienced responsibility —extent to which the job incumbent feels personally respon-
sible and accountable for the results of the work performed. 

 3.  Knowledge of results —understanding that a job incumbent receives about how effec-
tively he or she is performing the job. 

  The more these three states are experienced, the more internal work motivation the job 
incumbent will feel. To the extent that these three states are important to the job incumbent, 
he or she will then be motivated to perform well and will be satisfied with the job. 
  As presented in Exhibit 6–8, three job dimensions— skill variety, task identity  ,  and 
 task significance —all contribute to a sense of meaningfulness.  Autonomy  is directly 
related to feelings of responsibility. The more control job incumbents feel they have over 
their jobs, the more they will feel responsible.  Feedback  is related to knowledge of 
 results. For job incumbents to be internally motivated, they must have a sense of the quality 
of their performance. This sense comes from feedback. 
  The job characteristics model describes the relationships that are predicted to exist 
among four sets of factors—(1) core job dimensions, (2) psychological states, (3) personal 
and work-related outcomes, and (4) strength of needs. Since different people have different 
capabilities and needs, it is important to be aware of the potential for individual differences 
to moderate the linkages shown in Exhibit 6–8. If, for example, a person does not have a 
strong need for personal growth, then job enrichment will probably have less effect than it 
would for a person who values personal growth. 
  Many job enrichment programs have been implemented in the United States and in 
other countries around the world. After 20 years of research, however, there are no clear 
answers about the effectiveness of enrichment. Generally, studies support the expectation 
that jobs perceived to possess the core dimensions of the job characteristics model are 
more satisfying. 62  On the other hand, the relationships between the critical psychological 
states and employees’ reactions to enrichment are not yet fully understood. 63  Research also 
suggests that increasing the scope of a job beyond certain levels can have detrimental 
 effects on workers. 64  

 Work–Family Balance and Job Design 
 Organizations are directing more attention and resources toward helping employees bal-
ance their work and family demands. Driving this work–family tension are a number of 
variables related to the changing demographics of the workforce. For example, the number 
of women and single parents entering the workforce is expected to continue increasing. 
Often viewed as primary caregivers, these individuals will experience stress as they  attempt 
to balance career and family priorities. Another example of demographic changes includes 
the increase in dual-career couples. In some cases, caregiving responsibilities may be 
shared, leading both working spouses to require flexible work arrangements to meet family 
life and career cycle needs. The aging population will be another factor that requires a 
 response from working-age caregivers. As the baby boom generation reaches retirement 
age, this issue will grow in importance. 
  How are organizations responding to these challenges? Although not as dramatic as 
originally anticipated, a trend is emerging in which some organizations are trying to 
 accommodate diverse employees’ needs by offering flexible work arrangements. Examples 
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of flexible work arrangements include job sharing, flextime, and telecommuting. It is be-
lieved that by allowing employees more control over their work lives, they will be better 
able to balance their work–home demands. Many have argued that companies that offer and 
encourage participation in such family-friendly work arrangements will reap one or more 
of the following benefits: higher recruitment and retention rates, improved morale, lower 
absenteeism and tardiness, and higher levels of employee productivity. 
   Job sharing  is a work arrangement in which two or more employees divide a job’s re-
sponsibilities, hours, and benefits among themselves. 65  Some companies, in order to save 
costs during a period of financial difficulty, may reduce the hours that some of their full 
time employees work by moving them to job-sharing arrangements.66 Several steps are 
critical to the success of such job-sharing programs, including identifying those jobs that 
can be shared, understanding employees’ individual sharing style, and matching “partners” 
who have complementary scheduling needs and skills. 67  Companies such as Ford Motor 
Company, CoreStates Financial, Bank of America, AT&T, Kraft, and Household Interna-
tional all have job-sharing options available for their employees. 
   Flextime  is another type of flexible work arrangement in which employees can choose 
when to be at the office within certain limits. 68  For example, employees may decide that 
instead of working 5 days a week for 8 hours a day, they may prefer to work a 4-day,
10-hour-per-day work schedule. With this schedule, the employees do not have to be at the 
office on Friday. To avoid peak rush hour, other employees might use their flextime to ar-
rive at and leave from work one hour later Monday through Friday. For example, account-
ing, taxation, and consulting firm KPMG offers flextime to 22,000 employees throughout 
the United States. 69  One research study concluded that flexible workweek schedules had a 
positive influence on employee performance, job satisfaction, and  absenteeism. 70  These 
authors also reported that flextime programs should not be too unstructured and that they 
lose some of their effectiveness over time. Companies that offer flextime options include 
Scripps Health, Dell, KPMG, Accenture, All State Insurance, and Bank of America. 71  
   Telecommuting  refers to the work arrangement that allows employees to work in their 
homes part- or full-time, maintaining their connection and communication with the office 
through phone, fax, and computer.   For the past 15 years, Deloitte LLP permits most of its 
45,000 U.S. employees to telecommute. 72  The company has saved millions of dollars by 
reducing office space and energy costs. Offices at Deloitte LLP have been redesigned to 
accommodate employees who reserve a work space when they come to work at the of-
fice. 73  A recent meta-analysis of 46 studies involving approximately 13,000 employees 
found that telecommuting increases job satisfaction and job performance while decreasing 
work–family conflict, role stress, and intent to leave the job. 74  Though oftentimes resisted 
by managers who fear loss of control and subordinate accessibility, one company has taken 
a methodical approach to implementing a telecommuting program. Pfizer Inc., a large 
health care company, took the following steps to establish its program: 

 1. Chose a small division to pilot the telecommuting initiative. 

 2. Limited the number of days to work at home to two per week. 

 3. Opened the program to all employees of the division. 

 4. Required interested employees to satisfy a formal proposal and performance standards. 

 5. Required demonstration that the work could be accomplished off-site and that the em-
ployee could sustain and/or enhance performance. 

  Although organizations like Pfizer and the other family-friendly firms are moving forward 
to attract, motivate, and retain employees with diverse nonwork needs, organizations need to 
consider three important issues when developing and implementing such flexible work 
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HR Challenge (continued from page 151)

What do you now think about Jean Davis’s job analysis process? Do you see why some type 
of training in job analysis is required? Jean really lacked sufficient training, and this knowl-
edge gap was clearly revealed as the process got out of hand.
 Using questionnaires requires preparation and careful initial steps. A trained job analyst 
knows that distribution of questionnaires without an explanation is bound to set off nega-
tive feelings. Jean failed to plan thoroughly what she wanted to do. She was a new man-
ager, and this alone was threatening to many people. A new person has to establish rapport 
with employees before changing things.
 In the case of Made Right Manufacturing, Jean’s haste and lack of preparation have now 
caused the situation to reach a boiling point. She needs to backtrack and slow down. Per-
haps sending e-mails, holding open discussions with informal leaders, and using the exper-
tise of trained job analysts can improve the atmosphere at Made Right.
 What would you advise Jean to do about job analysis at this point?

175

 arrangement options. First, every attempt should be made to open these programs to all em-
ployees. The risk here is that if only certain groups are offered these options, then excluded 
groups may feel discriminated against. Managers need to be aware that excluded employees 
can create a backlash against work–family programs. 75  Second, having the CEO of an orga-
nization announce these programs is not enough to effect change. Many career-minded em-
ployees do not take advantage of job sharing, flextime, or telecommuting for fear of being 
derailed from their career progression. 76  In order to make these programs an accepted part of 
the organization, managers need to be trained and rewarded for encouraging their subordi-
nates to use them without fear of derailing their good standing within the firm. Third, organi-
zations need to be mindful of the laws that may impact how these flexible work arrangement 
policies are developed and managed. Some applicable laws  include the Fair Labor Standards 
Act, workers’ compensation, and the Occupational Safety and Health Act. 77  

 Job Design in Teams 
 One of the more pressing current challenges for organizations is how to design jobs for 
employees who work in one or more teams. Teams have become very common as organi-
zations aggressively pursue ways to lower costs, decrease product and service cycle times, 
increase customer responsiveness, and integrate more fully with suppliers and other exter-
nal stakeholders. A  work team  has two or more employees who work together toward a 
common organizational objective or goal. 78  For example, employees from different func-
tional areas (e.g., sales, marketing, and customer service) may be placed on a team to de-
velop and launch a new product or service. Or, a team of assembly-line workers may be 
formed to solve a recurring problem with part of the assembly process. In another instance, 
key personnel from several international locations of a global oil company may be brought 
together to develop a new and safer offshore drilling rig. 
  Two of the more popular forms of work teams are self-managed and virtual teams. Self-
managed teams have a considerable amount of autonomy and freedom in how they decide 
to accomplish their objectives and goals. For example, self-managed teams may exert con-
trol over what type of work assignment the team will pursue, how that work assignment is 
going to be accomplished, how resources are going to be allocated, and how team members 
are going to be trained, appraised, and compensated. 79  Many major companies use self-
managed teams, including Boeing, Caterpillar, Ford, General Electric, Apple, Google, 
Procter & Gamble, and Fisher-Price. 
  Another popular type of team is the virtual team in which members are geographically 
dispersed and collaborate on projects through the use of communications technology (e.g., 
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texting, videoconferences, telephone calls, e-mails, webinars, etc.). Virtual teams are seen 
as a cost-effective and flexible alternative to traditional teams that rely on frequent face-to-
face meetings. For example, virtual teams allow individuals from different countries to work 
together without the need for frequent air travel, hotel stays, and other time-consuming 
and expensive practices. Several companies are using virtual teams, including Alcoa, 
AT&T, Pfizer, Ernst & Young, Shell Oil, and Sun Microsystems. 80  
  Two major components related to job analysis need to be considered when analyzing 
the work of self-managed and virtual team members. First, recruitment and selection of 
team members need to emphasize job specific knowledge, skills, abilities, and other char-
acteristics as well as job-spanning competencies such as problem solving, group dynamics, 
and leadership skills. 81  Team members are often required to do many different jobs while 
on a self-managed or virtual team. Second, if team members are going to be working very 
closely with one another (high-task interdependence), then the team will need to select 
members who have strong interpersonal skills such as communication, collaboration, and 
conflict resolution skills. 82  In addition, the team may require members to complete training 
programs that further develop and refine these interpersonal skills. The hope is that teams 
with high levels of interpersonal skills will function and perform at a higher level than 
those teams that lack these important characteristics. 
  As can be seen with team-based jobs, the nature of a job seems to be undergoing signifi-
cant and radical changes. Several factors appear to be contributing to these changes, in-
cluding the increased use of self-managed teams, reengineering of how work is performed, 
continuous advances in information technology, limited assurance of long-term or perma-
nent work, multiple responsibilities beyond employees’ “main” jobs, and the use of flexi-
ble work arrangements like telecommuting and job sharing. 83  What will the future of work 
look like? No one knows for sure, but researchers and HR managers alike will still be very 
interested in how to structure work-related activities so that employees are both satisfied 
and productive. 

Summary  This chapter has emphasized the major role that job analysis plays in HRM activities and 
programs. Each part of the diagnostic HRM model is in some way affected by job analysis. 
The job is the major building block of an organization. Therefore, it is essential that each 
characteristic of each job in an organization be clearly understood. 

  To summarize the major points covered in this chapter:  

  1. There are six sequential steps in job analysis, starting with examining the total organi-
zation and the fit of jobs and concluding with the preparation of a job specification 
(see Exhibit 6–1). 

  2. The uses of job analysis information seem endless. Strategic planning, recruitment, 
selection, training, compensation, and job design all benefit immensely from job anal-
ysis information. 

  3. Conducting job analysis is not for amateurs. Training is required. 

  4. Before conducting a job analysis, organization and process charts should be consulted 
to acquire an overview of the organization. 

  5. Four general job analysis techniques can be used separately or in combination: obser-
vation, interviews, questionnaires, and job incumbent diaries or logs. 

  6. The multimethod approach to job analysis uses a combination of these four general 
methods. It is a comprehensive approach and is currently viewed very favorably from 
a legal perspective. 
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  7. Functional job analysis (FJA) is used to describe the nature of jobs, prepare job de-
scriptions, and provide details on job specifications. The job is described in terms of 
data, people, and things. 

  8. The  Dictionary of Occupational Titles  is a listing of over 20,000 jobs on the basis of 
occupational code, title, industry. 

  9. The position analysis questionnaire (PAQ) is a 195-item structured instrument used to 
quantitatively assess jobs on the basis of decision making, communication and social 
responsibilities, performing skilled activities, being physically active, operating vehi-
cles or equipment, and processing information. 

  10. The management position description questionnaire (MPDQ) is a checklist of 208 
items that assesses the concerns and responsibilities of managers. 

  11. Job design involves structuring job elements, duties, and tasks to achieve optimal per-
formance and satisfaction. 

  12. Job design was a concern of F. W. Taylor, the famous industrial engineer and father of 
what is called  scientific management.  

  13. Job enrichment involves designing jobs so that employees’ needs for growth, recogni-
tion, and responsibility are satisfied. 

  14. Reengineering is more than job redesign. It is taking a new look at the entire flow of work 
through an organization. Without adaptable job descriptions, however, it cannot succeed. 

 Key Terms  autonomy,  p.  173
 common metric 
questionnaire (CMQ),  p.  165
 competency,  p.170  
 competency modeling,  p.170  
 feedback,  p.173  
 functional job analysis 
(FJA),  p.160  
 job,  p.152  
 job analysis,  p.152  
 job analysis information 
format (JAIF),  p.156  

 job characteristics 
model,  p.172  
 job description,  p.152  
 job enlargement,  p.171  
 job enrichment,  p.172  
 job family,  p.152  
 job specification,  p.152  
 management position 
description questionnaire 
(MPDQ),  p.164  
 multimethod job analysis 
approach,  p.160  

 Occupational Information 
Network (O*NET), p.161   
 organization chart,  p.155  
 position,  p.152  
 position analysis 
questionnaire (PAQ), p.162   
 process chart,  p.156  
 skill variety,  p.173  
 strategic job analysis,  p.169  
 task,  p.152  
 task identity,  p.173  
 task significance,  p.173  

  1. Why is it important to conduct a job analysis on key jobs within the organization? 

  2. Job analysis often serves as a “cornerstone” of HRM. Describe how job analysis helps 
with the recruiting and selection, and training and career development functions. 

  3. Assume that you’ve been asked to conduct a job analysis on an entry-level administra-
tive assistant position at your organization. Which job analysis method would you be 
most likely use to collect data about the job: observation, interviews, questionnaires, 
or incumbent diary/log? Explain. 

  4. As a current (or future) manager, how will you communicate the requirements of an 
entry-level customer service representative to a candidate who just arrived at your 
 office for an interview? Will you describe the job in terms of competencies? Knowl-
edge? Skills? Abilities? Explain your answer. 

  5. What core information should be included in most job descriptions and job 
specifications? 

 Questions for 
Review and 
Discussion 
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  6. What is the difference between an essential and a nonessential skill? How are these 
related to the Americans with Disabilities Act? 

  7. Describe the mechanistic and motivational models of job design. What is the emphasis 
of each? 

  8. Assume that you’re a manager who needs to design three new jobs for your depart-
ment in a company. Will you apply the job characteristics model of job enrichment to 
these new jobs? Why or why not? 

  9. What are the six major components of the O*NET Model? How many occupations are 
included in the O*NET database? 

  10. Explain the difference between competency modeling and job analysis? Why do some 
companies prefer to use competency modeling? 

 Application Case 6–1 

 Job Analysis: Assistant Store Managers at 
Today’s Fashion 
 Marina Jackson was recently promoted to the position of regional sales manager for 
 Today’s Fashion, a national chain of specialty clothing stores with 200 outlets across the 
country. Marina is the regional manager for the Pacific Coast, which is one of Today’s 
Fashion’s largest markets. She manages 35 outlets in California and Oregon; each of these 
outlets has a store manager who reports directly to Marina. 
  Each outlet has between three and five assistant store managers, depending on the num-
ber of specialty departments. Each assistant manager is responsible for one particular spe-
cialty department. These departments vary considerably in size and in the number of sales 
clerks reporting to the assistant manager. Because the chain’s success lies in being recep-
tive to local customers’ tastes and buying habits, each store has a different collection of 
merchandise, and several different combinations of departments can be found in Marina’s 
region. The departments include casual wear, formal wear, shoes, cosmetics, and jewelry. 
  Prior to being appointed to the regional sales manager position, Marina had been both a 
store manager and an assistant manager in a casual-wear department. While she was an 
assistant manager, Marina had often thought that she was responsible for many aspects of 
store management that other assistant managers were not held responsible for. In addition, 
she never really felt comfortable that her store manager had clearly defined her areas of 
responsibility. Thus, despite the chain’s success, Marina felt that there was considerable 
room for improvement in how Today’s Fashion was managed. As a result, one of the first 
things Marina did after being appointed to the regional sales position was to initiate a job 
analysis for the job of assistant store manager. 
  Marina had earned a BBA degree with a marketing emphasis from the University of 
California at Los Angeles. Although she had no formal training in job analysis, she was 
confident that she could construct an accurate and useful job description and specification 
for the assistant manager job, primarily because of her personal experience with that posi-
tion. However, rather than simply writing from her own experience, Marina interviewed 
three current assistant store managers from the outlet closest to her regional office in 
 Sacramento. On the basis of these interviews and her own experience, Marina constructed 
the job description and job specification shown in Exhibit 6A–1. She hopes that these 
documents will form the basis of a new selection program that she wants to implement for 
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Job Title: Assistant Store Manager 
Reports to: Store Manager

General Description of the Job

Manages the daily functions of a specialty department in the retail operations. The assistant 
store manager has responsibility for customer service, supervision of associates training of new 
employees, merchandising, and maintenance of inventory.

Principal Duties and Responsibilities

1. Assists customers in merchandise selections, returns, and layaway as needed.

2. Clarifies any questions or problems that a sales associates encounters.

3. Trains, coordinates, directs, and supervises department sales associates daily.

4. Maintains inventory records.

5. Prepares the department for opening at the beginning of each day.

6. Ensures that the department remains professionally organized and orderly.

General Qualification Requirements

Education:

1. Minimum:  Four-year college degree in marketing or related discipline from an accredited 
program.

Experience:

1. Minimum: Six months to one year in a retail environment.

2. Preferred: One to three years as a sales associate for Today’s Fashion.

Knowledge, skills, abilities:

1. Basic math

2. Effective interpersonal skills

3. Good judgment and independent thought

4. Self-starter/highly motivated

5. High integrity

6. Good typing and computer skills

Physical requirements:

1. Standing and walking required for more than 90 percent of work time.

2. Ability to lift and carry boxes weighing approximately 15 pounds or less.

EXHIBIT 6A–1
Today’s Fashion 
Job Description/Job 
Specification

her region. She believes that the best way to improve store management is to hire assistant 
store managers who are qualified to perform successfully. 

 Discussion Questions 
 1. Critically evaluate the job analysis that Marina conducted for the position of assistant 

store manager. Has she used appropriate methods? What are the strengths and weak-
nesses of her efforts? 

 2. What kinds of factors about Today’s Fashion and its operations should Marina have 
examined more seriously in order to improve her job analysis? 

 3. Carefully read the job description and job specification that Marina prepared. Do they 
appear to be thorough? Do you think that they are adequate to serve as a basis for a new 
selection system? How well do you think these documents will work if Marina is sued 
for discrimination in her hiring practices? Why? 
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 Application Case 6–2 

 Job Analysis and Maternity Leave: Calming the 
Boss’s and Co-workers’ Nerves 
 Maternity leave occurs when a female employee, upon giving birth to a child, takes time 
off to care for the child. This leave can be either paid or unpaid and is usually limited to 
six weeks. However, the new mother may decide to take up to six months away from 
work, though this is almost always without pay.  Are there any negative repercussions 
associated with taking time off to care for an infant?  Apparently, the answer is yes. 
 Female employees who participate in maternity leave sometimes feel that their co-workers 
and supervisors question their commitment to the organization and to their own  career 
progression due to their decision to stop working for a short period of time. Also, 
 co-workers and supervisors sometimes feel overwhelmed with having to deal with the 
extra work that has to be absorbed from the individual who is taking maternity leave. 
In extreme cases, these individuals may feel “put upon” or “betrayed” by the once com-
mitted individual who is now taking “time off.” Of course, anyone who has dedicated 
themselves to caring for an infant understands very well that such a responsibility is a 
24 hours a day, 7 days a week endeavor. 
  So, what can an individual who is planning to take maternity leave do to ease the ten-
sion and misperceptions among her colleagues and supervisor? It is suggested that the 
pregnant individual create a detailed job analysis that includes which tasks/projects need to 
be accomplished before she leaves on maternity leave, which tasks/projects can be dele-
gated to which co-workers, and which tasks/projects can wait until she returns from mater-
nity leave. Though there are many other steps that can be taken to ease the transition 
between work and maternity leave, the job analysis will help break down and possibly 
prevent the “maternal wall” from being a barrier to the long-term retention and utilization 
of a valued employee. 

 Discussion Questions 
 1. Assume that you (male or female) were going to take a 6-week leave of absence from 

your job 5 months from now. How do you think your supervisor and co-workers would 
react to the news? Explain. 

 2. Do a brief job analysis of your current (or a past) job, including a job description and 
job specification/qualifications. Which tasks, duties, or responsibilities could you finish 
before your leave of absence? Which could you delegate to your co-workers? Which 
would have to wait until you return from the leave of absence? 

 3. Assume that you received a lot of negative comments from your supervisor and 
 co-workers when you announced that you’d be taking a 6-week leave of absence. How 
would that make you feel? Would it have any impact on your commitment to the 
organization? 

  Sources:  Sue Shellenberger (September 28, 2006), “The Mommy Drain: Employers Beef Up Perks 
to Lure New Mothers Back to Work,”  The   Wall Street Journal , p. D1; Joan C. Williams (October 
2004), “The Maternal Wall,”  Harvard Business Review , Vol. 82, Iss. 10, p. 26; Meina Liu and Patrice 
M. Buzzanell (2004), “Negotiating Maternity Leave Expectations: Perceived Tensions between 
Ethics of Justice and Caring,”  Journal of Business Communication , Vol. 41, Iss. 4, pp. 323–50; Sue 
Shellenbarger (May 20, 2004), “Baby Blues: The Dangers of the Trend toward Shorter Maternity 
Leaves,”  The Wall Street Journal , p. D1. 
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7
Chapter

 Recruitment 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Discuss  how to develop an effective recruiting program for an 
organization. 

 2.  Describe  the recruiting process: who does it, how recruiters do it, and 
where they find recruits. 

 3.  Differentiate  between realistic and unrealistic job previews. 

 4.  Determine  a cost–benefit analysis of a recruiting program. 

 5.  Analyze  different strategies that organizations might use to recruit 
 blue-collar, white-collar, managerial, technical, and professional 
applicants. 
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 HR Challenge 

 Clark Kirby was just entering the office of the vice president of human resource manage-
ment, Lois Yates. Clark had worked for Gunther Manufacturing for 10 years in Bridgewater, 
New Jersey. After a short management training program, Clark spent almost 2 years as 
operating supervisor in a plant. After that, a position opened up in the HR department. 
Clark had majored in HR management at Rutgers University and wanted to try HRM work. 
He moved up in the department headquarters during the next 7 years. 
  Gunther was a growing firm. For a medium-sized operation, it had one of the fastest 
growth records in the industry. Now Gunther was opening a new plant in the quickly 
 expanding Tampa market. 
  Lois had selected Clark to be the human resource manager for the Tampa plant. This was 
what Clark had been waiting for: a chance to be on his own and to show what he could do 
for Lois, who had been very supportive of his career, and for Gunther. He was very excited 
as he entered Lois’s office. 
  Lois greeted him with, “Well, Clark, I hope you realize how much we are counting on 
you in Tampa. Shortly you’ll be meeting your new plant manager, Ed Humphrey. You’ll be 
working for him but responsible to me to see that Gunther’s HRM policies are carried out. 
  “The plant will be staffed initially with the following employees. These are, in effect, your 
recruiting objectives: 

 Managers 38 
 Professional and technical 10 
 Administrative assistants 44 
 Skilled employees 104 
 Semiskilled employees 400 

  “You’ll receive a budget for maximum initial pay for this group shortly. 
  “You and Ed should work out the details. You can recruit some employees from the 
home office and other plants, but excessive raiding is not allowed. Remember, too, that 
Gunther has an equal employment opportunity problem. Wherever possible, try to hire 
qualified minorities and women to help us meet our internal goals. 
  “Your own HR office consists of yourself, one HR specialist to help you run the employ-
ment office, and one administrative assistant. Good luck!” 
  Clark quickly arranged for a meeting with Ed, his new boss. Ed, about 50 years old, was a 
high school graduate who had started with Gunther as a blue-collar employee when he was 
18 years old. After 10 years in various blue-collar positions, Ed became a foreman. Eight years 
later he was selected as an assistant to the plant manager. After several years in this position, 
he was made one of three assistant plant managers at a Gunther plant in Chicago. He held 
that position until being given this new position of plant manager at the Tampa plant. 
  After introductions, Clark and Ed talked. 

Clark  Here are the figures for employees that Lois gave me. She also said we could 
recruit some people from Gunther, but not to raid beyond company policy. Also, 
Lois said we needed to do an exceptional job recruiting minorities and women 
because we have an EEO problem.

 Ed   Let’s get something straight right off. You work for me now, not Lois. Here’s a 
list of 20 managers I want to take with me. It’s your job to persuade them to 
come to Tampa with me. In cases where my help might persuade some to 
come along, call on me. But I’m very stressed now trying to get machinery 
ordered, the plant laid out, financing arranged, and so on. Call on me only 
when you must, understand?
Oh, one more thing. That EEO #@&^—you can forget that. The Tampa plant is 
going to be the most efficient in the company, or else! And if that means hiring 
the best workers and they all turn out to be white men, that’s tough, you get 
me? Keep me posted on what’s happening. Good to have you on board.

187

(continued on next page)
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HR Challenge (continued)

  After some thought, Clark decided to use job posting on the company’s intranet as a 
method of attracting professional-technical and managerial employees at the Bridgewater 
office to the new plant in Tampa. He also made the personal contacts Ed asked for in 
recruiting managerial employees, and the skills inventory database was used to come up 
with more applicants. Clark contacted these also. He did not use job posting or the skills 
inventory for administrative, skilled, or semiskilled employees. He knew that for Gunther, 
as with most organizations, these categories of employees rarely wish to move to another 
location. Most companies don’t want to pay relocation costs for these categories of 
 employment, either. 
  Clark went to Tampa and set up the employment office at the new location. He ran an 
ad in Tampa’s afternoon paper and placed a job listing with a private employment agency 
for the HR specialist and clerk-typist for his office. Then he hired these two employees and 
set up the office to receive walk-ins. He provided application blanks and policy guidelines 
on when selection would proceed. 
  Clark listed the available positions with the U.S. Employment Service, Monster, Career-
Builders, and Craigslist. He also contacted private (head hunter) job placement agencies. 
He selected the private agencies after calling a number of HR managers in the Tampa 
area in similar businesses who were also members of the Society for Human Resource 
Management. The HR specialist notified all the vocational-technical schools, junior or 
community  colleges, and four-year colleges in the Tampa area. Also, all high school 
guidance counseling  departments were notified. Clark wondered what other media he 
ought to use to publicize the positions. 
  Clark found out quickly, as you will find in this chapter, that recruitment is a little more 
complicated than he originally thought. 

 Before an organization can fill a job vacancy, it must find people who not only are qualified 
for the position but also want the job. This chapter describes the recruiting process as one 
of the ways that an organization can deal with shortages in its human resources needs. 
 Recruitment  refers to organizational activities that influence the number and types of ap-
plicants who apply for a job and whether the applicants accept jobs that are offered. 1  Thus, 
recruitment is directly related to both human resource planning and selection. In addition, 
recruiting often represents the first contact between organizations and prospective em-
ployees. As such, care should be taken to create a positive first impression with these job 
applications. 
  Although recruitment can be quite expensive, organizations have not always treated it as 
systematically as other HR functions, such as selection. During the next decade, however, 
the importance of recruitment will probably increase for many organizations. Even with 
the increase in recession-based unemployment during the first decade of the 21st century, 
fears of a looming tight labor market in the United States and in other countries continue to 
plague organizations of all sizes. 2  According to a recent survey, 80 percent of Japanese 
companies, 66 percent of Indian firms, 57 percent of Brazilian organizations, and 24 per-
cent of Chinese employers are having difficulties hiring the right talent. 3  Driven by the 
 inevitable retirements of baby boomers, slow but steady economic growth, and fewer 
numbers of young people entering into the workforce, 4  the labor shortage has caused many 
companies to develop retention strategies to hold onto their valued employees. For exam-
ple, Hewlett-Packard Co. and Charles Schwab Corp. have preferred freezes or cut pay to 
avoid layoffs. 5  Freightliner, a large truck manufacturer based in Portland, Oregon, devel-
oped strategies to identify “at risk, unique key knowledge holders” to transfer their techni-
cal skills and customer knowledge before their retirement. 6  Despite the fact that 
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organizational layoffs reached a 10-year high at the end of the 1990s, experts anticipate a 
growing number of labor shortages in high-skills areas. 7  
  The recruiting process begins with an attempt to find employees with the abilities and 
attitudes desired by the organization and to match them with the tasks to be performed. 
Whether potential employees will respond to the recruiting effort depends on the attitudes 
they have developed toward those tasks and the organization on the basis of their past so-
cial and working experiences. Their perception of the task will also be affected by the work 
climate in the organization. 
  How difficult the recruiting job is depends on a number of factors: external influences 
such as government and union restrictions and the labor market, plus the employer’s re-
quirements and candidates’ preferences. External factors are discussed first, and the impor-
tant interaction of the organization as a recruiter and the employee as a recruit is examined 
in the next section. 

 External Influences 

 Government and Union Restrictions 
 Government regulations prohibiting discrimination in hiring and employment have a direct 
impact on recruiting practices. As described in detail in Chapter 3, government agencies 
can and do review the following information about recruiting to see if an organization has 
violated the law: 

 • List of recruitment sources (such as job search websites, employment agencies, civic 
organizations, schools) for each job category. 

 • Recruiting advertising. 

 • Estimates of the firm’s employment needs for the coming year. 

 • Statistics on the number of applicants processed by demographic category (sex, race, 
and so on) and by job category or level. 

 • Checklists to show what evidence was used to verify the legal right to work. 

  Although there is no guaranteed way to avoid legal entanglements associated with 
 recruiting, Exhibit 7–1 provides some basic principles of sound recruiting practices. 
  The  Immigration Reform and Control Act (IRCA) of 1986  has placed a major 
responsibility on employers for stopping the flow of illegal immigration to the United 
States. The  employer—not the government—is the chief enforcer of the prohibition 
against the unauthorized recruitment and employment of foreign-born individuals. 8  Under 
the law’s “employer sanctions” arrangement, all employers are required to screen every 
applicant’s eligibility for lawful employment and maintain records demonstrating em-
ployment authorization. 

EXHIBIT 7–1
Guidelines for Legal 
Recruitment

Source: Jonathan A. Segal 
(2001), “An Offer They 
Couldn’t Refuse,” HR 
 Magazine, Vol. 46, Iss. 4, 
pp. 131–39.

1. Establish general guidelines for recruiters.
2.  Make sure applicants complete, sign, and date an application for employment, including 

certain legal certifications.
3. Use outcome-oriented job descriptions.
4. Utilize an offer letter that outlines the commitments the organization is prepared to keep.
5. State that employment is “at-will.”
6. List salary, frequency of pay increases, and benefits.

7. State conditions upon which employment may be subject.
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  The IRCA is a complex piece of legislation, but its basic features fit into four broad 
categories: 

 1. Employer’s duty not to recruit, hire, or continue to employ “unauthorized aliens.” 

 2. Employer’s duty to verify the identity and work authorization of every new employee. 

 3. Employer’s duty not to discriminate on the basis of citizenship or national origin. 

 4. Amnesty rights of certain illegal aliens who are eligible to achieve temporary or perma-
nent resident status in the country. 

  Despite the difficulty that organizations have determining whether a worker is legally 
employable, the government has increased its enforcement of the IRCA. 
  For example, in 2010, U.S. Immigration and Customs Enforcement (ICE) announced 
that it was planning to audit employers to check if they had engaged in hiring unauthorized 
workers. These audits, which also investigated the hiring actions of company executives 
and managers, could result in fines and civil and criminal penalties. In that same year, ICE 
announced that it reached a settlement of $1.04 million with Abercrombie & Fitch for pen-
alties following an audit for some of its stores in Michigan. 9  One of the more common 
 areas of noncompliance focuses on whether an employer has a completed an accurate I-9 
form for each of its employees. The I-9 form (available at www.uscis.gov/i-9) is completed 
by the new hire on or before his or her first day of work and its purpose is to verify the 
 individual is eligible to work in the United States. 10  Unfortunately, some employers do not 
comply with this regulation and are susceptible to the consequences of an ICE audit. 11  
  In addition to having applicants complete an I-9 form, the U.S. government offers a free 
web-based program called “E-Verify” so that employers can check on the new hire’s work 
eligibility. 12  In 2011, it was estimated that about 11 percent (or 7.7 million) of U.S. 
 employers are using this voluntary service. 13  E-Verify is not a foolproof system in that 
there have been reported cases in which a new hire’s eligibility was verified when in fact 
the newly hired worker engaged in identity fraud. 14  However, the U.S. government contin-
ues to take steps to improve the E-Verify system. In 2011, it rolled out E-Verify Self-Check 
where individuals can voluntarily check their eligibility for work in the United States 
 before applying for a job. 15  
  These fairly recent changes in immigration enforcement seem to represent a fundamen-
tal shift in U.S. governmental policy toward preventing the employment of undocumented 
workers. In May of 2011, the U.S. Supreme Court backed an Arizona state law (the Legal 
Arizona Workers Act) that requires employers in the state to use E-Verify to check the 
work eligibility of all new hires and revokes the business license of any employer that 
 receives a second violation for employing an undocumented worker. 16  Other states like 
Florida and Mississippi have also passed stricter immigration laws. 17  

 Labor Market Conditions 
 Another external environmental factor affecting recruiting is labor market conditions (these 
were described in some detail in Chapter 2). If there is a surplus of labor at recruiting time, 
even informal attempts at recruiting will probably attract more than enough applicants. 
However, when full employment is nearly reached in an area, skillful and prolonged re-
cruiting may be necessary to attract any applicants who fulfill the expectations of the orga-
nization. Obviously, how many applicants are available also depends on whether the 
economy is growing. When companies are not creating new jobs, there is often an over-
supply of qualified labor. 
  An employer can find out about the current employment picture in several ways. The 
federal Department of Labor issues employment reports, and state divisions of employ-
ment security and labor usually can provide information about specific types of employees. 
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There are also sources of information on local employment conditions as they affect their 
members. Current college recruiting efforts are analyzed by the Conference Board and 
A.C. Nielsen. Various personnel journals, the  Monthly Labor Review, Financial Times,  and 
 The Wall Street Journal  also regularly report on employment conditions. 

 Composition of Labor Force and Location of Organization 
 The influence of HRM law on activities was noted in Chapter 3. As the number of legal 
requirements has increased, it has become important for an organization to analyze the 
composition of its workforce. Such an analysis is done to determine whether the firm’s 
employment practices are discriminatory. 
  The location of the organization and the relevant labor market will play a major role 
in the composition of the workforce. That is, the number of African American, Hispanic, 
Asian or Pacific Islander, Native American, or Alaska Native employees in the work-
force depends largely on the availability of these minority employees in the relevant 
 labor market. 
  Regardless of the location of the organization, an aggressive diversity management pro-
gram will be essential for organizations during the 21st century. Due in part to skills short-
ages, progressive organizations now understand that effective diversity management is an 
integral strategic tool for enhancing competitiveness. For diversity management to work, 
however, it must be valued by the organization. 18  But for those organizations such as All-
state Insurance with the foresight to embrace diversity, the benefits can be tremendous in 
terms of outcomes ranging from higher productivity to increased customer satisfaction. 19  

 Interactions of the Recruit and the Organization 

 After considering how external factors such as government, unions, labor market condi-
tions, composition of the workforce, and location of the organization restrict recruiting 
options, the next step in understanding the recruiting process is to consider the interaction 
between the applicants and the organization in recruiting. 
  In Exhibit 7–1, the guidelines for legal recruitment are highlighted. The techniques used 
and sources of recruits vary with the job. As far as the applicants are concerned, their abili-
ties and past work experience affect how they go about seeking a job. 

 The Organization’s View of Recruiting 
 Several aspects affect recruiting from the organization’s viewpoint: the recruiting require-
ments set, organizational policies and procedures, and the organization’s image. 

 Recruiting Requirements 
 The recruiting process necessarily begins with a detailed job description and job speci-
fication. 20  Without these, it is impossible for recruiters to determine how well any par-
ticular applicant fits the job. It should be made clear to the recruiter which requirements 
are absolutely essential and which are merely desirable. This can help the organization 
avoid unrealistic expectations for potential employees: An employer might expect 
 applicants who finish first in their graduating class, are presidents of extracurricular 
organizations, have worked their way through school, are good-looking, have 10 years’ 
experience (at age 21), and are willing to work long hours for almost no money. Con-
trasting with this unrealistic approach, the effective organization examines the specifi-
cations that are absolutely necessary for the job. Then it uses these as its beginning 
expectations for recruits (see the sections on job analysis, job description, and job spec-
ifications in Chapter 6). 
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 Organizational Policies and Practices 
 In some organizations, HRM policies and practices affect recruiting and who is recruited. 
One of the most significant of these is promotion from within. For all practical purposes, 
this policy means that many organizations recruit from outside the organization only at the 
initial hiring level. Most employees favor this approach. They feel this is fair to present 
loyal employees and assures them of a secure future and a fair chance at promotion. Some 
employers also feel this practice helps protect trade secrets. The techniques used for inter-
nal recruiting will be discussed later in this chapter. 
  Is promotion from within a good policy? Not always. An organization may become so 
stable that it is set in its ways. The business does not compete effectively, or the govern-
ment bureau will not adjust to legislative requirements. In such cases, promotion from 
within may be detrimental, and new employees from outside might be helpful. 
  Other policies can also affect recruiting. Certain organizations hire more than their fair 
share of veterans. In 2011, JPMorgan Chase recruited 10 other companies to enter into a 
partnership to hire a total of 100,000 veterans by 2020. 21  Some of the partner companies in 
this “100,000 Jobs Mission” include Verizon, NCR, Cisco, Cushman & Wakefield, and 
Universal Health Services. 22  Other companies strive to be an employer of choice for indi-
viduals with disabilities. For example, the Walgreens Distribution Center in Anderson, 
South Carolina, recruited 250 people with physical or cognitive disabilities. 23  Also, other 
organizations may favor hiring friends and family members of current employees. All of 
these policies affect an organization’s recruiting efforts. 

 Organizational Image 
 The image of the employer generally held by the public can also affect recruitment. All 
else being equal, it should be easier for an organization with a positive corporate image to 
attract and retain employees than an organization with a negative image. 24  Thus, for those 
organizations that reach the top of 2010  Fortune  magazine’s “most admired” list, such as 
Apple, Google, Berkshire Hathaway, Johnson & Johnson, and Amazon.com. 25  the time and 
effort needed to recruit high-quality workers may be less than for competitors who rank 
poorly. Recruitment should also be somewhat easier for companies that exude a strong 
community presence or positive name recognition. 26  
  In sum, the ideal job specifications preferred by an organization may have to be  adjusted 
to meet the realities of the labor market, government, or union restrictions; the limitations 
of its policies and practices; and its image. If an inadequate number of high-quality people 
apply, the organization may have to adjust the job to fit the best applicant or increase its 
recruiting efforts. 

 The Potential Employee’s View of Recruiting 
 Exhibit 7–1 highlighted several factors relevant for recruitment. The applicant has abilities, 
attitudes, and preferences based on past work experiences and influences of parents, teach-
ers, and others. These factors affect recruits in two ways: how they set their job preferences, 
and how they go about seeking a job. Understanding these is vital to effective recruiting. 

 Preferences of Recruits for Organizations and Jobs 
 Just as organizations have ideal specifications for recruits, so do recruits have a set of 
preferences for jobs. A student leaving college generally expects to obtain a job that actu-
ally requires college-level education and skills. The graduate might also have strong geo-
graphic preferences and expectations about salary and may anticipate that advancement 
will occur rapidly. However, many new college graduates do not find their ideal job im-
mediately.  According to a 2010 report from the U.S. Bureau of Labor Statistics, 19 percent 
(or 2.1 million) of college graduates are unemployed. 27  Of these, 1 in 5 college graduates 
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have been unemployed for one year or longer. 28  The weak economic recovery has led to 
many older workers applying for and staying in jobs longer. 29  One of the effects of these 
two trends is that fewer jobs are available for college graduates, causing many of them to 
delay their job searches. 30  Of those college graduates who are working, many may be 
underemployed (i.e., working in jobs that do not require a bachelor’s degree) in retail 
sales, and as food servers, motor vehicle operators and in administrative support posi-
tions. 31  Recruits also face barriers to finding their ideal job, barriers created by economic 
conditions, government and union restrictions, and the limits of organizational policies 
and practices. The recruit must anticipate compromises, just as the organization must. 
  From the individual’s point of view, choosing an organization involves at least two major 
steps. First, the individual chooses an occupation—perhaps in high school or early in college. 
Then she or he chooses the organization to work for within that broader occupation. 
  What factors affect the choice of occupation and organization? Obviously, there are 
many, many factors that influence these decisions. But a survey conducted by the National 
Association of Colleges and Employers found that occupational choice is most heavily 
influenced by parents, followed by teachers, career counselors, friends, and relatives. 32  As 
previously mentioned, choice of an organization might be influenced by corporate image. 
Additionally, many recruits prefer larger, well-established firms over smaller organiza-
tions. 33  Research also suggests that satisfaction with the communication process in recruit-
ment is critical to attracting applicants. 34  In reality, however, this decision isn’t always 
purely rational; it is also affected by unconscious processes, chance, and luck. 

 Job Search and Finding a Job: The Recruit 
 People who are successful at finding the “right job” tend to follow similar research pro-
cesses. It is not always enough to simply be in the right place at the right time. The effec-
tive job searcher creates opportunities in a systematic way. An effective  job search  
involves several steps including self-assessment, information gathering, networking, tar-
geting specific jobs, and successful self-presentation. 35  
  The job search is a process that begins with self-assessment. The purpose of self- 
assessments is for job searchers to recognize their career goals and their strengths and 
weaknesses, interests and values, and preferred lifestyles. This information is used later 
in the search to help the applicant assess whether there is a fit with a particular job offer. 
The assessment is similar to what organizational recruiters will be doing, but from the 
perspective of the applicant. 
  Information gathering and networking are methods for generating lists of potential em-
ployers and jobs. Sources of information include newspapers, trade publications, college 
recruitment offices, and organizational “insiders.” 
  Many questions about possible employers must be answered before a list of alternatives 
can be generated. 

 1. Do I have a size preference: small, medium, or large organization? 

 2. Do I have a sector preference (private, not for profit, or public sector)? 

 3. What kinds of industries interest me? This question is usually based on interests in 
products or services. Do I prefer working with computers or counseling people? 

 4. What types of people do I want to work with and what geographic locations appeal to me? 

 5. Have I checked to make sure that the sector, product, or service has a good future and 
will lead to growth and opportunity? 

  Once these kinds of questions have been answered, the job seeker can generate a list of 
prospective employers using a wide variety of sources including newspapers, business 
journals, personal contacts, company websites, and job boards. When the job seeker has 

HRMemo Finding 
someone within the 
company to “walk” 
your résumé into the 
recruiter or hiring 
manager’s hands 
can substantially 
increase the 
applicant’s chances 
of being interviewed 
and hired. Social 
networking leads 
to jobs!

Source: Jessica Mintz 
(March 1, 2005), “Large 
Firms Increasingly Rely on 
Employees for Job Referrals,” 
The Wall Street Journal, p. B4.
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decided where he or she will post a résumé (whether online or via e-mail or U.S. mail), 
self-presentation becomes critical. Research suggests that recruiters want to see a résumé 
and cover letter that is tailored to the position and is truthful. 36  The cover letter and 
résumé should include these items, in order of importance: 

 1. Position you seek. 

 2. Your specific job objectives. 

 3. Your career objectives. 

 4. Reason you seek employment. 

 5. An indication that you know something about the organization. 

  Unfortunately for the organizational recruiter, not all job seekers provide truthful 
 résumés. 37  A survey conducted by Reid Psychological Systems (part of Pearson Perfor-
mance Solutions) found that as many as 95 percent of college students are willing to be 
less than truthful about themselves when they are searching for a job. 38  And with the use of 
résumé databases constantly increasing as an initial screening tool, 39  the temptation to 
embellish one’s own qualifications might be difficult to ignore. But job seekers need to 
understand that in the long run little can be gained from such practices, especially since 
falsification of an application is typically grounds for dismissal. 

Being a good interviewee takes a lot of practice, skill, 
and preparation. There are literally thousands of “How 
to” resources available that provide strategies for navi-
gating the interview process and receiving job offers. 
Given the near record levels of unemployment in the 
United States, it’s very important to make the most 
out of each and every interview that a job seeker 
receives.
 While there are several factors that are beyond 
the control of the job seeker in the interview process, 
how an applicant presents herself is very much within 
the applicant’s control. Impression management (IM) 
 refers to the behaviors that individuals (e.g., job seek-
ers) use to preserve their self-image and influence the 
ways in which others (e.g., interviewers) perceive 
them. In the context of an interview, the job seeker 
uses IM techniques to create a favorable impression 
with the interviewer so that the candidate will move 
on to the next round of interviews or receive a job 
 offer. This isn’t to say that an unqualified candidate 
should use IM techniques to get hired, but rather that 
a qualified candidate should display these behaviors to 
signal to the interviewer that she is the best person for 
the job.
 IM behaviors are typically divided into two catego-
ries, self-presentation and other-enhancement. Here are 
some examples of the behaviors that fit within each 
category:

Impression Management Behaviors

Self-Presentation Other-Enhancement
Smiling Doing favors for others
Making eye contact Using flattery
Positive tone of voice Showing interest in others
Appropriate dress Being an active listener
High level of energy Agreeing with others’ opinions

 Does research support the effectiveness of IM tech-
niques in interview settings? Yes. Several research studies 
have found that job seekers that display the above 
 behaviors during interviews are likely to receive higher 
ratings from the interviewer. In today’s competitive job 
market where job seekers need to be really skilled at in-
terviewing, using IM techniques in interviews could be 
the difference in landing a good job offer or progressing 
to the next round of interviews.

Sources: Adapted from Murray R. Barrick, Jonathan A. Shaffer, 
and Sandra W. DeGrassi (2009), “What You See May Not Be 
What Your Get: Relationships Among Self-Presentation Tactics 
and Ratings of Interview and Job Performance,” Journal of 
 Applied Psychology, Vol. 94, Iss. 6, pp. 1394–1411; Lynn A 
 McFarland, Ann Marie Ryan, and S. David Kriska (2003), “Im-
pression Management Use and Effectiveness across Assessment 
Methods,” Journal of Management, Vol. 29, Iss. 5, pp. 641–61; 
Sandy Wayne and Robert Liden (1995), “Effects of Impression 
Management on Performance Ratings,” Academy of Manage-
ment Journal, Vol. 38, pp. 232–52; Barry R. Schlenker (1980), 
 Impression Management: The Self-Concept, Social Identity, and 
Interpersonal Relations (Monterey, CA: Brooks-Cole).

Your Career Matters Impression Management Leads to Successful Interviews!
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  Successful job seekers also prepare carefully for job interviews. They do their “home-
work” and learn as much about the company as possible. As the nearby Your Career 
 Matters suggests, successful job seekers use “impression management” tactics (e.g., smil-
ing, good eye contact, and proper attire) to their advantage. 40  Although it is not a good idea 
to present an unrealistic picture of one’s qualifications, interviewers are strongly influ-
enced by an applicant’s interpersonal and communication styles during the interview. In 
fact, characteristics such as these are primary determinants of recruiters’ firm-specific 
judgments about an applicant’s suitability. 41  

 Methods of Recruiting 

 Once an organization has decided it needs additional or replacement employees, it is faced 
with the decision of how to generate the necessary applications. The organization can look 
to sources internal to the company and, if necessary, to sources external to the company. 
Most organizations have to use both internal and external sources to generate a sufficient 
number of applicants. Whenever there is an inadequate supply of labor and skills inside the 
organization, it must effectively “get its message across” to external candidates. It is here 
that the organization’s choice of a particular method of recruitment can make all the differ-
ence in the success of the recruiting efforts. 

 Internal Recruiting 
 Job Posting 
 Organizations can make effective use of skills inventories for identifying internal appli-
cants for job vacancies. It is difficult, however, for HR managers to be aware of all current 
employees who might be interested in the vacancy. To help with this problem, they use an 
approach called job posting. 
  In the past,  job posting  was little more than the use of bulletin boards and company 
publications for advertising job openings. Today, however, job posting has become one of 
the more innovative recruiting techniques being used by organizations. Many companies 
now see job posting as an integrated component of an effective career management system. 
Some of the advantages to posting jobs on a company’s intranet are that it encourages man-
agers to discuss career opportunities with employees; motivates employees by showing 
that hard work and performance can result in promotion; makes the internal promotion 
more transparent and fairer; and reinforces to employees that they need to continuously 
enhance their skills and experience. 42  
  A model job posting and career development program was implemented at Deloitte 
LLP, a large financial advisory and taxation services firm. The program called Deloitte 
Career Connections allows more than 12,000 employees to view internal job openings, 
speak to confidential career coaches, and make internal career changes. 43  Deloitte Career 
Connections has been credited with saving the company approximately $14 million by 
 retaining key personnel within the firm. 44  

 Internal Moonlighting and Employee Referrals 
 If there is a short-term shortage, or if no great amount of additional work is necessary, the 
organization can use internal moonlighting. It could offer to pay bonuses of various types 
to people not on a time payroll to entice workers into wanting to take on a “second” job. 
 Nationally, it is estimated that approximately 6 percent of all employed people have held 
more than one job at the same time. 45  Moonlighting is so common at some organizations 
that HR departments consider issuing “moonlighting policies” that include the communi-
cation of performance expectations, prevention of conflict of interest, and protection of 
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proprietary information. 46  Thus, some persons will clearly be motivated to accept the ad-
ditional work if they are fairly compensated. 
  Before going outside to recruit, many organizations ask present employees to provide 
referrals by encouraging friends or relatives to apply. Some organizations even offer find-
ers fees in the form of monetary incentives for a successful referral. When used wisely, 
referrals of this kind can be a powerful recruiting technique. For example, Destination 
Hotels & Resorts and Nintendo report that over half of their new hires are a result of em-
ployee referrals. 47  Organizations must be careful, however, not to accidentally violate equal 
employment laws while they are using employee referrals. For example, in  EEOC  v. 
  Detroit Ed  i  son  (1975), 48  the U.S. Court of Appeals, Sixth Circuit, found a history of racial 
discrimination that was related to recruitment. The court stated: 

 The practice of relying on referrals by a predominantly white workforce rather than seeking 
new employees in the marketplace for jobs was found to be discriminating. 

  This case suggests that employee referrals should be used cautiously, especially if the 
workforce is already racially or culturally imbalanced. It also suggests that it might not be 
wise to rely exclusively on referrals but rather to use them as supplements to other kinds of 
recruiting activities. 

 External Recruiting 
 When an organization has exhausted its internal supply of applicants, it must turn to exter-
nal sources to supplement its workforce. Research indicates that walk-ins provide an im-
portant external source of applicants. As labor shortages increase, however, organizations 
are becoming more proactive in their recruitment efforts. 
  A number of methods are available for external recruiting. Media advertising,  
e-recruiting  ,  social media, employment agencies, executive search firms, special-
events recruiting, and summer internships are discussed here. There is also a separate 
section on college recruitment of potential managers and professionals. 

 Media Advertisements 
 Organizations advertise to acquire recruits. Various media are used, the most common tradi-
tional form being help-wanted ads in daily newspapers. Organizations also advertise for 
people in trade and professional publications. Other media used are billboards, subway and 
bus cards, pop-up ads on the Internet, radio, and television. Some job seekers do a reverse 
twist: they advertise for a situation wanted and reward anyone who tips them off about a job. 
  In developing a recruitment advertisement, a good place to begin is with the corporate 
 image. General Mills used its Trix cereal logo to create instant recognition among MBA 
graduates. The ad featured the Trix rabbit with the headline, “It’s Not Kid Stuff Anymore.” 
The copy continued, “Now you’re an MBA who’s looking for a dynamic growth-directed 
career environment . . . Look to General Mills. Because it’s not kid stuff anymore. It’s your 
future.” 49  
  Simply using a corporate logo is not enough, however. Effective recruiting advertising 
is consistent with the overall corporate image; that is, the advertisement is seen as an ex-
tension of the company. Therefore, it must be representative of the values that the corpora-
tion is seeking in its employees. Booz-Allen Hamilton’s advertising campaign has 
successfully achieved this congruence by conveying in its ads the importance of employee 
work–life balance: “We believe business should always have a human side.” 50  
  An innovative way to attract nurses was used in an ad campaign for Children’s Hospital 
Medical Center in Cincinnati. The ad appealed to nurses’ sense of pride in themselves and 
their profession. The ad ran in the  Cincinnati Enquirer  newspaper. The headlines— 
“Nurses are smart and they know how to make you feel better,” “Nurses are there to make 

HRMemo Several 
new job websites have 
been created to help 
stay-at-home mothers 
who want to return 
to the workforce: 
jobsandmoms.com, 
womenforhire.com, and 
womenatworknetwork.
com.

Source: Hilary Stout and 
Anne Marie Chaker (May 6, 
2004), “Mom for Hire: 
Industry Springs Up around 
Mothers Returning to Work,” 
The Wall Street Journal, p. D1.
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sure you don’t get real scared,” “Nurses are kind and they don’t laugh when you cry”—
were written in a child’s handwriting and combined with pictures of nurses and children in 
the style of a child’s drawing. 
  Another innovative way to attract prospective employees with particular skills is the 
use of recruitment videos that can be downloaded from the Internet. In 2011, Monster.
com and CareerBuilder.com invited companies to create and post recruitment videos 
that are designed to grab job seekers’ attention by showing a “day in the life” at the 
company and explaining why the company should be applicants’ first choice. Compa-
nies that post videos hope to differentiate themselves from other recruiters by providing 
additional information about the company brands and organizational culture while help-
ing viewers (i.e., potential applicants) make more informed decisions when  applying 
for jobs. 51  
  Help-wanted ads must be carefully prepared. Media must be chosen, coded for study, 
and analyzed for impact afterward. If the organization’s name is not used and a box num-
ber is substituted, the impact may not be as great, but if the name is used, too many appli-
cants may appear, and screening procedures for too many people can be costly. This is a 
difficult decision to make in preparing recruitment advertisements. 
  In addition, ads need to comply with EEO requirements and not violate the law. For 
example, HR recruiters find that including diversity in recruitment ads helps attract more 
employees from diverse populations. 52  Ads need to be written to avoid indicating prefer-
ences for a particular race, religion, or gender or a particular place of national origin. The 
advertisement shown in Exhibit 7–2 is the type that will create trouble for a firm. Look at 
the questions that could be raised by this ad. 

 E-Recruiting 
 Perhaps no method has ever had as revolutionary an effect on organizational recruitment 
practices as the Internet. 53  According to Forrester Research of Cambridge, Massachusetts, 
there are approximately 30,000 different websites devoted in some manner to job posting 
activities; 54  and approximately 71 percent of all job listings occur on just a handful of the 
“big boards” such as Monster (monster.com), CareerBuilder (careerbuilder.com), and 
America’s Job Bank (jobsearch.org). Some of the large job-placement websites have 
 reported large numbers of résumés posted and searches conducted on a daily basis. For 
example, Monster.com reports that job seekers post over 25,000 new résumés each day and 
host 46 million visitors globally each month; and CareerBuilder.com states that its website 
has 1 million job posts and hosts 23 million unique visitors each month. 55  
  Overall, the e-recruiting market in the United States has grown rapidly from just $500 
million in 2000 to nearly $6 billion in 2007. 56  Quite obviously, the Internet has become one 
of the most prominent of all worldwide recruiting methods. It is no wonder why it has been 

EXHIBIT 7–2 
A Questionable 
Want Ad

Is sex a bona fide occupational
qualification for this job?

Probably not under federal
laws. You’re in trouble.

HELP WANTED

Telephone Sales

Women, age 25–40, needed 
for telephone sales. Must 
have high school diploma 
and good credit rating. Call
Mr. Smith at Acme Manu-
facturing Co. Inc., 555-3333.

Can you prove the age
requirement is a business necessity?

If you can’t show that someone
over age 40 is unable to do the job,
you might be subject to a bias suit.

Is this necessary for the
successful performance
of the job? Another
strike against you.

Will your business suffer
without this condition?
Is a person’s credit rating
important when you’re
talking about his or her
ability to sell by phone?
Think again.
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estimated that over 95 percent of all U.S. companies now utilize the Internet for some or all 
of their recruitment-related activities. 57  
  There are many reasons for the popularity of the Internet as a method of recruitment. 
From the organization’s perspective, it is a relatively inexpensive way to attract qualified 
applicants. For example, using an executive search firm might cost an organization as 
much as one-third of a position’s first-year salary as a commission. A large, multicolored 
advertisement in a professional journal can easily cost $10,000 or more. Compare these 
figures with the cost of posting a standard job on Monster.com (www.monster.com) in 
which a job is posted for 60 days in a single geographic location at a cost of about $400. 
This e-recruiting option provides almost immediate access to thousands of prospective 
applicants. 
  From the job seeker’s perspective, the Internet allows for searches over a broader array 
of geographic and company postings than was ever before possible. To assist them, job 
searchers can use any number of the following Internet-based job searching websites (for 
more information, see http://jobsearch.about.com/): 

 • www.Indeed.com Search by job title, keywords, company name, and/or location. 

 •  www.CareerBuilder.com  Search by location, job title, keyword, and salary. 

 •  www.Dice.com  Leading technology job board with permanent and contract jobs. 

 •  www.FlipDog.com  Search thousands of employment opportunities gathered directly 
from organizations’ websites. 

 •  www.Jobs.com  Search for jobs, post your résumé, and review career resources. 

 •  www.NationJob.com  Job listings will be identified and sent to personal e-mail 
addresses. 

 •  www.Jobcentral.com    Search job listings by keyword, state, and metro area linked directly 
to the websites of large employers. 

  Organizations realize that having their own human resources web page can be an effec-
tive addition to their overall recruitment strategy. A typical organizational home page will 
provide background information about the company, its products and services, and em-
ployment opportunities and application procedures. Many also include online résumé tem-
plates that can be completed and posted to the company’s web page. 58  A recent survey 
found that the majority of organizations require electronic delivery of resumes; 46 percent 
prefer delivery by e-mail and 38 percent prefer it via the company’s website.59 
  As such job search websites proliferate on the web, recruiters need to be aware of some of 
the legal risks of using e-recruiting at their companies. Application Case 7–1, E-Recruiting: 
Too Much of a Good Thing? reviews four of the potential risks that need to be considered. 

 Recruiting and Social Networking Sites 
 Many organizations from colleges to companies are experimenting with the use of social 
networking sites like Facebook, Twitter, and LinkedIn to recruit applicants. 60  According to 
a 2010 survey of 2,500 employers by CareerBuilder, 21 percent of companies use social 
media to recruit potential employees. 61  One of the primary goals of these organizations is 
to engage and connect with members of the Millennial or Net generation (born between 
1978 and 1997) and others who spend a considerable amount of time using social media 
sites. 62  The potential payoff to organizations is to attract the best candidates from the po-
tentially largest applicant pools in the world. In December of 2010, Facebook had over 
150 million unique visitors within the United States, with each user visiting the site about 
35 times that month. 63  This number pales when considering that Facebook reported over 
500 million registered users that year. 64  LinkedIn has over 75 million registered users 
and Twitter reports about 100 million users. 65  
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  So, what are companies doing to attract individuals? In 2010, UPS updated its online 
recruitment strategy by posting videos and updates about job opportunities and why people 
should work for “Brown.” 66  The company even created a way for interested individuals to 
apply for a job from their smartphones. 67  Results were promising. UPS hired 955 employ-
ees who applied through social media sites like Twitter and Facebook. 68  The cost of hiring 
a candidate this way was about $70 per hire, compared with about $600 per hire using print 
advertising. 69  Other firms provide detailed information about the company and give spe-
cific information about a particular job or jobs on corporate Facebook, Twitter, or Flickr 
pages. 70  Employee or executive blogs, YouTube videos, and testimonials from new hires 
often supplement this information. 71  
  How do companies use these social media websites to identify qualified job candidates? 
LinkedIn allows companies to search by keyword, post jobs, send private messages to 
 users about job openings, and manage profiles of job prospects. 72  Twitter also allows 
 keyword searches and direct communication to candidates, but job postings are posted to 
the company’s Twitter account in the form of a URL on which interested individuals can 
click to be taken to the corporate website. 73  
  It is clear that the use of social networking sites like Facebook, Twitter, and LinkedIn is 
an exciting addition to the field of external recruiting. While the technology is exciting and 
has considerable potential to attract potentially strong job candidates from huge applicant 
pools, it should be seen as a supplement (and not a substitute) for a well-established and 
effective recruiting program. 74  

 Employment Agencies and Executive Search Firms 
 Although similar in purpose,  employment agencies  and  executive search firms  
 differ in many important ways. Executive search firms tend to concentrate their efforts on 
higher-level managerial positions with salaries in excess of $50,000, while agencies deal 
primarily with middle-level management or below. Most executive search firms are on re-
tainer, which means that the organization pays them a fee whether or not their efforts are 
successful. In contrast, agencies are usually paid only when they have actually provided a 
new hire. Finally, executive search firms usually charge higher fees for their services. One 
of the reasons that organizations are willing to pay these higher fees is that executive search 
firms frequently engage in their recruiting efforts while maintaining the confidentiality of 
both the recruiting organization and the person being recruited. 75  

 Special-Events Recruiting 
 When the supply of employees available is not large or when the organization is new or not 
well known, some organizations have successfully used special events to attract potential 
employees. They may stage open houses, schedule visits to headquarters, provide litera-
ture, and advertise these events in appropriate media. To attract professionals, organiza-
tions may have hospitality suites at professional meetings. Executives also make speeches 
at association meetings or schools to get the organization’s image across. Ford Motor 
Company has conducted symposia on college campuses and sponsored cultural events to 
attract attention to its qualifications as a good employer. 
  One of the most interesting approaches is to provide job fairs. A group of firms sponsors 
a meeting or exhibition at which each has a booth to publicize jobs available. Though 
sometimes challenging to manage in times of higher unemployment, 76  some experts claim 
recruiting costs have been reduced by 80 percent using these methods. They may be sched-
uled on holidays to reach college students and other unemployed groups who are home at 
that time or to give people who are already employed a chance to look around. This tech-
nique is especially useful for smaller, less well-known employers. It appeals to job seekers 
who wish to locate in a particular area and those wanting to minimize travel and interview 

 HRMemo     Some 
job fairs have gone 
virtual and reach 
applicants world-
wide. Online visitors 
can see  company 
 presentations, 
visit booths, leave 
résumés, and engage 
in online chats with 
recruiters. 

  Source:  Gary M. Stern 
(February 2011), “Virtual 
Job Fairs Becoming More 
of a Reality,”  Workforce 
Management , Vol. 90, Iss. 2, 
p. 11; Elizabeth Agnvall (July 
2007), “Job Fairs Go Virtual,” 
 HR Magazine  ,  Vol. 52, Iss. 7, 
pp. 85–89.   
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time. As a result of the recent recession, job-fair attendance from 2007 to 2008 increased 
nationwide by approximately 40 percent. 77  For example, a job fair held in Denver was able 
to generate 8,300 job candidates in one day. 78  And, yes, there is an Internet site to help the 
recruit. The website www.jobweb.com provides current listings of when and where job 
fairs will be held in the United States. 

 Summer Internships 
 Another approach to recruiting and getting specialized work done that has been tried by 
organizations is to hire students as interns during the summer or part-time during the school 
year. The list of organizations using internships is extensive; it includes AT&T, General 
 Motors, most major accounting firms, the life insurance industry, and so forth. The use of 
internships is, in fact, dramatically increasing. Some estimates suggest that nearly one out of 
every three students at four-year universities will have one or more  internship experiences 
before graduation. 79  Internship programs have a number of purposes. They allow organiza-
tions to get specific projects done, expose themselves to talented potential employees who 
may become their “recruiters” at school, and provide trial-run employment to determine if 
they want to hire particular people full-time. 80  According to a 2009 survey by the National 
Association of Colleges and Employers, approximately 70 percent of graduating students 
with internship experience received full-time employment from their internship hosts. 81  
  The realities of the job market have also introduced two new reasons for internship pro-
grams. First, many organizations now see them as a way to attract the best people in areas 
where there are labor shortages. To do so, companies such as Accenture and BAT Indus-
tries (a tobacco firm) actually begin identifying talented students in their senior year in 
high school, help them with college expenses, and provide paid work experiences. Their 
hope is to develop a lasting relationship with these talented young people. 82  

The large job search websites like Monster and Career-
builder offer job seekers a wide variety of useful and free 
online resources that can help with all aspects of their 
 careers, from preparing for interviews to learning how to 
negotiate for higher starting salaries. Here are some of the 
resources available on Monster’s Career Advice web page:

1. Interview Center Job seekers can complete virtual 
 interviews that ask random questions; also, they can 
receive expert advice and learn several tips about eti-
quette. For example, job seekers can take the “virtual 
campus interview” where they answer questions on-
line (and get immediate feedback) that are typically 
asked during on-campus interviews.

2. Job Profiles From accountant to CIA agent, job seek-
ers can get the scoop on 120 real-world professions 
by reading realistic job descriptions.

3. Resume Center Learn how to write a persuasive, 
 targeted resume and cover letter.

4. Salary Center Job seekers can key in a job category 
(e.g., bank teller) that they’re interested in and the 

zip code where they live; the salary calculator pro-
duces real salary information of the job category in 
that zip code area.

5. Self-Assessment Center These tests and quizzes can 
help job seekers improve their interview skills and learn 
more about which careers fit with their personalities.

 Similarly, the Careerbuilder website offers advice 
about resume writing and interviewing, but this web-
site also includes job seeker advice blogs, continuing 
education, an e-newsletter with job postings sent to 
users, and a job seeker toolkit that includes a profes-
sional  resume critique. Most of these online services 
are free and available to job seekers who have an Inter-
net connection.

Sources: Lauren McKay (December 2008), A Newsletter 
 Employs New Tactics,” Customer Relationship Management, 
Vol. 12, Iss. 12, p. 43; David Brown (April 5, 2004), 
 “Unwanted Online Jobseekers Swamp HR Staff,” Canadian HR 
Reporter, Vol. 17, Iss. 7, pp. 1–3; www.monster.com (click on 
“Advice”); and www.careerbuilder.com (click on “Advice and 
Resources”).

HR Journal Free Online Resources for Job Hunters
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  A second new reason that organizations are using more internships is to improve the 
 diversity of their recruitment efforts. Many companies claim that they want to be more 
 aggressive in recruiting minorities but say that the competition for talented people is severe. 
To help, Inroads Inc. of St. Louis locates and places over 2,000 high-performing minority 
students in internship programs at 200 companies. Inroads has working relationships with 
organizations in 33 different states. Its major supporters in 2010 included United Technologies, 
Deloitte & Touche, MetLife, Quest Communications, and PricewaterhouseCoopers. 83  
  From the student’s point of view, the summer internship means a job with pay. Another 
example is CVS/pharmacy. In partnership with America’s Promise, CVS/pharmacy plans 
to provide up to 1 million paid internships for inner-city and rural students who may want 
to pursue future careers as pharmacists and pharmacy technicians. This program, which 
costs CVS/pharmacy approximately $4 million, is driven by the fact that many current 
pharmacists will be retiring in the next decade. 84  An internship can also mean real work 
experience for the student, a possible future job, a chance to use one’s talents in a realistic 
environment, and in some cases earn course credit hours. In a way, it is a short form of 
some co-op college work and study programs. 
  There are costs to these programs, of course. Sometimes the interns take up a lot of 
 supervisory time, and their work is not always the best. But the major problem some orga-
nizations have encountered concerns the expectations of students. Some students expect 
everything to be perfect at work. When it is not, they get negative impressions about the 
organization they have worked for, assuming that it is less well organized than others in the 
field. Such disillusioned students become reverse recruiters. 

   College Recruiting 
 There is a growing gap between the skills that organizations will need over the next several 
years and those currently possessed by potential employees. College recruiting can be 
 extremely difficult, time-consuming, and expensive for the organization. Nonetheless, 
 recruiters generally believe that college recruiting is one of the most effective ways of 
identifying talented employees. 85  All this suggests that college recruiting will continue to 
play an important role in organizations’ overall recruitment strategies, but that organiza-
tions will be careful about controlling expenses. 
  The college recruiting process is similar in some ways to other recruiting. However, in 
college recruiting, the organization sends an employee, usually called a  recruiter,  to a cam-
pus to interview candidates and describe the organization to them. Coinciding with the 
visit, brochures and other literature about the organization are often distributed. The orga-
nization may also run ads to attract students or may conduct seminars at which company 
executives talk about various facets of the organization. 
  In the typical procedure, those seeking employment register at the college placement 
service. This placement service is a labor market exchange providing opportunities for 
students and employers to meet and discuss potential hiring. During the recruiting season 
(from about mid-October to mid-March), candidates are advised of scheduled visits 
through student newspapers, mailings, bulletin boards, and so forth. At the placement ser-
vice, they reserve preliminary interviews with employers they want to see and are given 
brochures and other literature about the firms. After the preliminary interviews and before 
leaving the campus, the recruiter invites the chosen candidates to make a site visit at a later 
date. Those lower on the list are told they are being considered and are called upon if stu-
dents chosen first decide not to accept employment with the firm. 
  Students who are invited to the site are given more job information and meet appropri-
ate potential supervisors and other executives. They are entertained and may be given a 
series of tests as well. The organization bears all expenses. If the organization wants to hire 
an individual, he or she is given an offer before leaving the site or shortly thereafter by mail 

 HRMemo     
RateMyPlacement.
com posts students’ 
opinions about 
internship and job 
placement 
experiences. The 
reviews are meant to 
help other students 
make better decisions 
about whether or not 
to take a particular 
internship or job.

  Sources:  http://www.
ratemyplacement.com; 
Harriet Arnold (October 16, 
2007), “Any Job Is Better 
Than None,”  Financial Times,  
p. 21.    
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or phone. 86  Some bargaining may take place on salary and benefits, depending on the 
 current labor market. The candidate then decides whether to accept or reject the offer. 
  As with other forms of recruiting, organizations are becoming more creative in their use 
of colleges and universities. Many of the changes are designed to reduce overall recruiting 
costs while maintaining a strong flow of applicants into the organization. The trend seems 
to be for an organization to develop a stronger, ongoing relationship with a relatively select 
number of schools. 

 The Effective College Recruiter 
 Various people influence the applicant during the process of choosing a job: peers, family, 
spouse, friends, and professors. One of the most important influences remains, however, the 
recruiter. The recruiter is the filter and the matcher, the one who is actually seen by the ap-
plicants and is viewed as an extension of the organization. The recruiter is seen as a primary 
example of the kind of person the organization values and wants to attract in the future. 
  For these reasons, recruiters must be carefully chosen by the organization. Good recruit-
ers convey an image and appearance that reflect favorably on the organization. They must 
be outgoing, self-motivated, and obviously good salespeople. In addition, however, good 
recruiters also possess well-developed interpersonal skills because part of their responsibil-
ity should be to determine why job offers are accepted or rejected by candidates. Finally, 
recruiters should be very familiar with the company they represent, for at least two reasons. 
First, applicants want to discuss opportunities with someone they perceive to be knowl-
edgeable about the company. Second, the recruiters need to be able to determine whether 
the applicant will fit into the value system of the organization. 
  Students prefer recruiters who have work experience in their specialties and have some 
personal knowledge of the university they are visiting. Students also have preferences for 
specific behavior during the recruiting interview. Characteristics they want most in the re-
cruiter are friendliness, knowledge, personal interest in the applicant, and truthfulness. 
Some applicants prefer enthusiastic and knowledgeable communicators. 87  
  Good recruiters are not going to guarantee success in filling positions, however. 
 Although they can and do make a difference, applicants’ decisions are affected more by the 
overall job market, characteristics of the job and the organization than they are by particu-
lar characteristics of recruiters. Other research also suggests that recruiters may have very 
little positive influence on an applicant’s choice. Recruiters do make a difference when 
they do not present themselves well. In this case, they can have a negative effect on appli-
cants even when the job and the organization are both appealing. 88  

 Realistic Job Previews 

 It is important for recruiters to provide realistic expectations about the job. When they do 
so, there is significantly lower turnover of new employees, and the same number of people 
apply. Researchers have found that most recruiters give general, glowing descriptions of 
the company rather than a balanced or truthful presentation. 
  Research suggests that recruitment can be made more effective through the use of 
  realistic job previews (  RJPs  )  .  89  A realistic job preview provides the prospective 
 employee with pertinent information about the job without distortion or exaggeration. In 
traditional job previews, the job is presented as attractive, interesting, and stimulating. 
Some jobs are all of these things. However, most jobs have some unattractive features. 90  
The RJP presents the full picture, warts and all, as suggested in Exhibit 7–3. 
  Exhibit 7–3 presents the typical consequences of traditional previews versus realistic 
previews. In practice, realistic job previews can be used in a variety of ways. For example, 
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some pharmaceutical companies like Pfizer have been known to encourage job candidates 
to accompany (or “shadow”) one of the firm’s sales representatives to experience firsthand 
what the job is like. Although typically reserved for the final two or three candidates for the 
sales position, this provides candidates with a realistic picture of what a pharmaceutical 
sales representative does each day: whether it’s calling on doctors, restocking samples, 
completing company paperwork, digging for competitive information, and the like. In 
other companies, a realistic job preview may consist of only the interviewer discussing the 
positive and negative aspects of the job in question. Studies conducted at Southern New 
England Telephone (AT&T East), Prudential Insurance Co., Texas Instruments, and the 
U.S. Military Academy have used and reported on the RJP. 91  The results indicated that 

 Newly hired employees who received RJPs have a higher rate of job survival than 
those hired using traditional previews. 

 Employees hired after RJPs indicate higher satisfaction. 

 RJPs can set the job expectations of new employees at realistic levels. 

 RJPs do not reduce the flow of highly capable applicants. 

  These findings suggest that RJPs can be used as an inoculation against disappointment 
with the realities of a job. At this stage of development, however, there is no conclusive evi-
dence supporting the effectiveness of realistic job previews. 92  Although it seems clear that 
RJPs can have beneficial effects, at present there is still uncertainty as to why RJPs have 
the effects they do and in what contexts they are likely to be the most effective. 

 Alternatives to Recruitment 

 An organization’s human resource plan may suggest that additional or replacement 
 employees are needed. However, because of the cost and permanence of recruiting indi-
viduals, an alternative to recruitment may be used. 

 Overtime 
 When a firm faces pressures to meet a production goal, it may mean that employees need 
to work overtime. By having employees work overtime, organizations avoid the costs of 
recruiting and having additional employees. Overtime can also provide employees with 

  EXHIBIT 7–3  
Typical Consequences 
of Job Preview 
Procedures 

 Sources: Adapted from John P. 
Wanous (1992),  Organizational 
Entry: Recruitment, Orientation, 
and Socialization of Newcomers 
 (Boston: Addison-Wesley), 
pp. 53–86; John P. Wanous 
(July–August 1975), “Tell It 
Like It Is at Realistic Job 
 Preview,”  Personnel,  p. 54. 

TRADITIONAL PREVIEW

Sets initial job expectations too high. 

↓
Job is typically viewed as attractive,
stimulating, and challenging. 

↓
High rate of acceptance of job offers. 

↓
Work experience disconfirms expectations.

↓
Dissatisfaction and realization that job is not
matched to needs. 

↓

Low job survival, dissatisfaction, frequent
thoughts of quitting. 

REALISTIC PREVIEW 

Sets job expectations realistically. 

↓
Job may or may not be attractive, depending
on individual’s needs. 

↓
Some accept, some reject job offer. 

↓
Work experience confirms expectations.

↓
Satisfaction; needs matched to job. 

↓

High job survival, satisfaction, infrequent
thoughts of quitting. 
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  HR Challenge   (continued from page 187)

 Clark Kirby got prices of ads from several local job boards and all the Tampa papers, includ-
ing suburban and ethnic papers. He also discussed the impact and readership of the papers 
with the human resource managers he’d befriended. On this basis, he chose the major 
Tampa afternoon paper, the leading black newspaper, the leading Hispanic paper, and a 
suburban paper in an area near the plant. 
  He also investigated the leading radio stations and selected the one that had the highest 
rating of the top three and the lowest commercial cost. He chose commuter times to run 
the radio ads. The advertising approach was innovative. 
  The pay and working conditions offered at the Tampa plant were competitive. After 
Clark’s recruiting campaign, he had the following numbers of applicants: 

 Managerial positions 68 
 Professional-technical 10 
 Clerical 78 
 Skilled employees 110 
 Semiskilled employees 720 

  Clark notified Ed of the results. The job was now to select the best applicants. Clark knew 
that would be no easy job. 
  Effective selection and hiring are the subjects of Chapter 8. 

additional income. However, there are potential problems: fatigue, increased accidents, and 
increased absenteeism. 
  On a limited, short-term basis, having some employees work overtime may be an alter-
native to recruitment. Continuous overtime, though, has often resulted in higher labor costs 
and reduced productivity. 

 Outsourcing 
  Outsourcing  ,  sometimes called “staff sourcing,” involves paying a fee to a leasing company 
or professional employer organization (PEO) that handles payroll, employee benefits, and 
routine human resource management functions for the client company. 93  The cost per em-
ployee of such a service is between $700 and $2,000 per year. 94  Leasing is especially attractive 
to small and midsized firms that might not otherwise be able to afford a full-service human 
resources department. But while small businesses can expect to save from 15 to 30 percent of 
benefit costs such as health insurance premiums by using leased employees, care must be ex-
ercised in choosing a leasing company. In the early 1990s, six leasing companies went bank-
rupt, leaving approximately 36,000 workers and hundreds of small businesses liable for 
millions of dollars associated with health care and other workers’ compensation claims. 95  

 Temporary Employment 
 One of the most noticeable effects of the downsizing epidemic and the labor shortages of 
the past two decades has been a dramatic rise in the use of temporary employees. Histori-
cally, temporary employment agencies were seen only as sources of semiskilled clerical 
help during peak work periods. Today, “just-in-time” employees can be found staffing all 
types of jobs in organizations, including professional, technical, and higher executive posi-
tions. 96  For example, H&R Block hired an additional 39,000 temporary tax professionals 
to help customers file their income tax returns in 2005. 97  Large temporary employment 
agencies like Manpower, Kelly Services and Adecco not only provide temps to large com-
panies, but also target their services to small and medium-sized organizations that spend 
about $25 billion a year on temp workers. 98  
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  The major advantages of temporary employees include relatively low labor costs, an 
easily accessible source of experienced labor, and flexibility in responding to future 
changes in the demand for workers. 99  The cost advantage of using temporary help stems 
from the fact that the organization does not have to provide fringe benefits, training, or a 
compensation and career plan. The temporary worker can move in and out of the firm 
when the workload requires such movement. A disadvantage of hiring temporary help is 
that these individuals do not know the culture or work flow of the firm. This unfamiliarity 
detracts from their commitment to organizational and departmental goals. 

 Cost–Benefit Analysis of Recruiting 

 Many aspects of recruitment, such as the effectiveness of recruiters, can be evaluated. 
 Organizations assign goals to recruiting by types of employees. For example, a goal for a 
recruiter might be to hire 350 unskilled and semiskilled employees, or 100 technicians, or 
100 machinists, or 100 managerial employees per year. Then the organization can decide 
who are the best recruiters. They may be those who meet or exceed quotas and those whose 
recruits stay with the organization and are evaluated well by their superiors. 
  Sources of recruits can also be evaluated. In college recruiting, the organization can di-
vide the number of job acceptances by the number of campus interviews to compute the cost 
per hire at each college. Then it drops from the list those campuses that are not productive. 
  The methods of recruiting that are used by a company can be evaluated along various 
 dimensions. In addition, the organization can calculate the cost of each method (such as adver-
tising) and divide it by the benefits it yields (acceptances of offers). The organization can also 
examine how much accurate job information was provided during the recruitment process. 
  Another aspect of recruiting that can be evaluated is what is referred to as the  quality 
of hire.  This measure can provide management with an assessment of the quality of new 
 employees being recruited and hired. 100  The quality-of-hire measure is calculated as follows: 

 QH 5 (PR 1 HP 1 HR)/N 

 where 

 QH 5 quality of recruits hired 

 PR 5  average job performance ratings (20 items on scale) of new hirees (e.g., 4 on a 
5-point scale or 20 items 3 4) 

 HP 5 percent of new hirees promoted within one year (such as 35 percent) 

 HR 5 percent of hirees retained after one year (e.g., 85 percent) 

    N 5 number of indicators used 

 Therefore, 

 QH 5 (80 1 35 1 85)/3
 5 200/3
 5 66.6% 

  The 66 percent quality-of-hire rate is a relative value. It will be up to management to 
determine whether this represents an excellent, good, fair, or poor level. 
  Some caution must be exercised with the quality-of-hire measure when evaluating the 
recruitment strategy. Performance ratings and promotion rates are all beyond the control of 
a recruiter. A good new employee can be driven away by a lack of opportunities for promo-
tion, inequitable performance ratings, or job market conditions that have nothing to do with 
the effectiveness of the recruiter. Nevertheless, the quality-of-hire measure can provide 
some insight into the recruiter’s ability to attract employees. 
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Summary     This chapter has demonstrated the process whereby organizations recruit additional em-
ployees; suggested the importance of recruiting; and shown who recruits, where, and how. 

  To summarize the major points covered in this chapter:  

  1. Recruiting is the set of activities an organization uses to attract job candidates who 
have the abilities and attitudes needed to help the organization achieve its objectives. 

  2. External factors that affect the recruiting process include influences such as govern-
ment and union restrictions, the state of the labor market, the composition of the labor 
force, and the location of the organization. The passage of the Immigration Reform 
and Control Act of 1986 has placed a major responsibility on employers to stop the 
flow of illegal immigration to the United States. 

  3. Three factors affect recruiting from the organization’s viewpoint: recruiting require-
ments, organizational policies and procedures, and the organization’s image. 

  4. Applicants’ abilities, attitudes, and preferences—based on past work experiences and 
influences by parents, teachers, and others—affect them in two ways: how they set job 
preferences, and how they go about seeking a job. 

  5. In larger organizations, the HR department does the recruiting; in smaller organizations, 
multipurpose HR people or operating managers recruit and interview applicants. 

  6. Two sources of recruits could be used to fill needs for additional employees: present 
employees (internal) or those not presently affiliated with the organization (external). 

  a.  Internal sources can be tapped through the use of job posting and bidding; moon-
lighting by present employees; and seeking recommendations from present 
 employees regarding friends who might fill vacancies. 

  b.    External sources include walk-ins, referrals from schools, and state employment 
offices. 

  7. Alternatives to recruiting personnel when work must be completed include overtime, 
temporary employees, and employee leasing. 

  8. Advertising, personal recruiting, computerized matching services, special-event 
 recruiting, and summer internships are among the methods that can be used to recruit 
external applicants. 

  9. The criteria that characterize a successful college recruiter include 

  a.  Showing a genuine interest in the applicant. 

  b.  Being enthusiastic. 

  c.  Employing a style that is neither too personal nor too stressful. 

  d.  Allotting enough time for applicants’ comments and questions. 

  10. A better job of recruiting and matching employees to jobs will mean lower employee 
turnover and greater employee satisfaction and organizational effectiveness. 

  11. The Internet is revolutionizing organizational recruitment and may become the 
 primary job search tool in the coming years. 

 Key Terms  e-recruiting,  p. 196  
 employment agencies,  
p. 199  
 executive search firms,  
p. 199  

 Immigration Reform and 
Control Act (IRCA) of 
1986,  p. 189  
 job posting,  p. 195  
 job search,  p. 193  

 outsourcing,  p. 204  
 realistic job 
previews (RJPs),  
p. 202  
 recruitment,  p. 188  
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  1. What guidelines should be followed to make sure that recruitment advertising does not 
violate equal employment laws? 

  2. Can you think of three organizations that have used their image to recruit employees? 
What image did they try to project to potential applicants? 

  3. Why is it important to have accurate and well-written job descriptions and job specifi-
cations when recruiting job applicants? 

  4. Considering that there are millions of résumés posted on companies’ job boards, what 
steps should recruiters follow to screen out unqualified candidates in a fair and nondis-
criminatory manner? Explain your answer. 

  5. Can you think of any instances in which you would consider working part-time as a 
temporary worker? Why do some individuals prefer this form of employment? 

  6. Discuss how such websites as Monster.com, SimplyHired.com, and CareerBuilder.
com have changed how companies recruit potential job applicants and how individual 
applicants look for jobs. 

  7. What are the advantages and disadvantages of recruiters providing a realistic job pre-
view to job applicants? What are some instances when realistic job previews should 
not be used? 

  8. Visit three different job search websites. Search for a job in a particular region of the 
United States. Which of the three websites is most useful to job seekers? Explain your 
answer. 

  9. What are the characteristics of an effective college recruiter? 

  10. Read over the want ads in the classified section of your local paper (online or hard-
copy version). Choose two that are well written and attractive to you as an appli-
cant. What makes these particular ads interesting? Similarly, look for some ads that 
are not well written or seem to discriminate. Point out how these ads can be 
rewritten. 

 Questions for 
Review and 
Discussion 

Purpose
Whether it’s submitting an electronic résumé and cover letter or sending out an invitation 
to come in for an interview, job seekers and recruiters often need to communicate with 
one another via e-mail. The purpose of this exercise is to research and understand best 
practices regarding the sending of e-mail.

Group Size
To be performed individually.

Time Required
Approximately 45 minutes.

Other
Internet connection and search engine needed.

Exercise
How many times have you wished, right after pressing the “send” button of your e-mail 
program, that you could take back and soften the message you just launched into global 
cyberspace? What kind of emotion was behind your e-mail? Maybe none, but will the 
recipient perceive it that way?

Several articles and websites can be found on the Internet to help improve effective-
ness with e-mail communication.

EXERCISE 7–1 
Netiquette: 
Effectively 
Communicating 
with E-Mail
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Application Case 7–1 

 E-Recruiting: Too Much of a Good Thing? 
 E-recruiting has evolved as a popular means of addressing the shortcomings of traditional 
print advertisement. Websites like Monster.com and CareerBuilder.com are used by thou-
sands of companies as a way to post job openings. However, maybe HR personnel need to 
ask whether e-recruiting works too well. 

 How Many Applicants Do I Have? 
 The goal of recruiting is to develop a pool of viable applicants. As this pool moves from 
small to large an organization’s ability to be selective increases and nearly every HR text-
book will suggest that the larger the applicant pool, the better. The logic behind this desire 
is undeniable. If only a few candidates apply for a position the organization may be limited 
to hiring a minimally qualified individual. With 10 or 20 applicants for a job, employers 
may be much more selective seeking out specific applicant qualities associated with suc-
cess. Is there a point however, when an organization receives too many applicants? For 
example, in one year, Lockheed Martin received 300,000 résumés from which it filled 900 
positions; this equates to over 330 résumés for each opening! While in many ways this is a 
good problem, it is still a problem. Screening this quantity of applicants down to a manage-
able level can present a significant burden. Some organizations apply automation to this 
process through the use of content reading software. Other organizations sort applicant 
résumés and applications by hand. Neither result is error-free and can result in the organi-
zation disqualifying viable candidates. If certain groups of candidates are disqualified at a 
disproportionately higher rate than other groups, then there may be potential legal implica-
tions for the hiring organization. 

 Did These People Even Read What the Job Is? 
 One of the key advantages of e-recruiting is that it is easy for individuals to apply. 
 Applicants typically do not have to compose cover letters or print résumés; nor do they 
have to add stamps or drop them off at the post office to mail. The cost to apply for a 
position may simply be a few key strokes. This ease may induce individuals who are 
marginally qualified or have minimal interest in the posted position to apply. Survey re-
sults published in  HR Magazine  support this point as they list that a leading concern 
among e-recruiters is the ability to attract high quality applicants. Marginally qualified 
applicants add to the recruiting clutter and may obscure better candidates. Increasing the 
time required to complete an online application may help dissuade casual inquiries; how-
ever, legitimate applicants may also be put off by what is perceived as overly demanding 
online procedures. Organizations should decide whether to raise the time cost associated 
with applying online or focus on more efficient ways to sort through the burgeoning 
numbers of online applications. 

Using your favorite search engine (e.g., www.google.com, www.yahoo.com, etc.), 
search and identify 10 sources that provide tips and advice on how to use e-mail in an 
effective manner. Summarize the best practices and be prepared to present or write a 
brief overview of your findings. Be sure to include which tips are particularly important to 
help you improve your own e-mail use.

Source: Adapted from Robert Konopaske and John M. Ivancevich (2004), Global Management and 
Organizational Behavior (New York: McGraw-Hill/Irwin), p. 416. 
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 How Much Time Do I Need to Spend on Responses and Tracking Applicants? 
 As the applicant pool grows, so does the number of candidates that will be potentially dis-
appointed when they are not chosen. In the Lockheed example referred to above, there 
were over 299,000 rejected applicants. Organizations are compelled to ask themselves how 
this mass of “failed” applicants influence their reputation. Can an organization leave online 
applicants hanging with the classic “don’t call us, we’ll call you” approach or are they best 
served by communicating with each candidate? If an organization chooses to communi-
cate, what can they say to those that have been deemed as nonviable so that they remain 
potential customers? 
  Organizations must also be concerned about proper record keeping regarding appli-
cants. For example, to comply with Executive Order 11246, which established the need for 
affirmative action plans, the Department of Labor requires the following: 

Federal contractors are required to maintain any personnel or employment records made or 
kept by the contractor for a period of two years from the date of the making of the personnel 
record or the personnel action, whichever occurs later. Examples of records that must be 
maintained include: job descriptions; job postings and advertisements; records of job 
 offers; applications and résumés; interview notes; tests and test results; written employment 
policies and procedures; and personnel files. Contractors with fewer than 150 employees 
or who do not have a government contract of at least $150,000 only need to keep records 
for one year.

  The sheer volume of applicants may make this a daunting task. Organizations may also 
need to be concerned about the impact of those candidates that apply online for a position 
but are not qualified. The ease of application discussed above may distort applicant statis-
tics and create an appearance of large untapped pools of qualified applicants that have been 
systematically excluded from the selection process. 

 With So Many Postings, How Will Applicants Find Mine? 
 It is relatively inexpensive for organizations to recruit on the web. Unlike traditional print 
ads that have limited geographic coverage, recruiting on the World Wide Web is in fact 
worldwide. These features of e-recruiting make it highly desirable to organizations; how-
ever, they also simultaneously present problems. The leading job posting services present 
hundreds of thousands opportunities for candidates to consider. Just as a viable job candi-
date may be lost in a clutter of applicants, unless properly indexed and searched an organi-
zation’s posting may be no more obvious than an individual blade of grass on a golf course. 
To further compound the issue, with no geographic limitations, employers are able to reach 
into recruiting areas beyond the coverage of their print media. The easy availability of in-
formation regarding opportunities outside the immediate area or region may encourage 
talent flight and effectively place a recruiting organization in competition for talent with 
organizations throughout the country and possibly the world. 
  Unlike print advertising, whose pricing structure discourages extensive content, the cost 
of online recruiting is relatively unaffected by the level of and type of information presented. 
The crowded market of job postings necessitates creativity if a posting is to stand out. 
 Dynamic language and attractive graphics may be needed should an organization wish to 
garner attention. Organizations may move to post very specific content concerning job speci-
fications to dissuade unqualified candidates from applying. They may also use their web 
presence to communicate and promote their company culture. One article concerning legal 
issues associated with e-recruiting points out that as the cost per word decreases there is a 
tendency for the attention to detail to also diminish. As content is added to make a posting 
“pop” or to provide detailed insight into the job and organization the likelihood of posting 
content that may be perceived as inappropriate also increases. Could something as innocent 
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as a picture showing a group of employees or company leaders all from a particular ethnic 
group or perhaps all of one gender send an unintended message? The inadvertent addition of 
an educational or other specific job requirement in a posting may illegitimately discourage 
potential candidates. While organizations can benefit from the ability to post expanded 
 content prudence dictates that there is a level of oversight and approval prior to release. 
  Print advertisements have a relatively short life span. Newspapers are typically read 
and discarded, never to be viewed again. Web postings benefit from much longer lives. A 
posting may generate visits or hits for months and possibly years. This longevity com-
pounds the impact of a potentially offensive web presence. An inadvertently inappropri-
ate posting may attract negative attention for an extended period before an organization 
realizes the error. 
  E-recruiting is an economical and flexible tool. To be successful in the recruiting mar-
ket, organizations need to learn how to optimize its use. Employers must balance their 
quest to take advantage of the features of e-recruiting with the care and precision they 
would apply to more traditional methods. 

 Discussion Questions 

 1. Given the competition for job candidates on the web, what elements would you recom-
mend for an e-campaign that would make a job posting stand out? 

 2. Would you recommend web-based recruiting to an organization wishing to hire locally? 
What are the advantages and disadvantages? 

 3. What systems would you recommend to an organization to prevent inappropriate 
 content from reaching the web? How can an organization balance the desire for speed of 
action to the need for legal protection? 

  Sources:  Written by Dr. Michael Dutch, Greensboro College, Greensboro, North Carolina (2008). 
Adapted from P. Braddy, A. Meade, and C. Kroustalis (Summer 2006), “Organizational Recruitment 
Website Effect on Viewers’ Perceptions of Organizational Cultures,”  Journal of Business and Psychology,  
Vol. 20, Iss. 4, pp. 525–43; G. Flynn (April 2002), “E-Recruiting Ushers in Legal Dangers,”  Workforce,  
Vol. 81, Iss. 4, p. 70; A. Harrington (May 13, 2002), Can Anyone Build a Better Monster?   Fortune,  Vol. 145, 
Iss. 10, pp. 189–92; T. Minton-Eversole (August 2007), “E-Recruiting Comes of Age,  Survey Says,”  HR 
Magazine,  Vol. 52, Iss. 8, p. 34; http://www.dol.gov/compliance/laws/compeeo.htm#recordkeeping 
(accessed on January 30, 2008). 

 Application Case 7–2 

 Are New Recruits Looking for Work–Life Balance? 
 Anyone who has tried to balance his or her time between a busy job and a fulfilling per-
sonal life knows how challenging a work–life balance can be. An indisputable fact is that 
work and personal lives are interconnected. Companies know this. Potential recruits also 
know this. It’s become more of an issue in recent years due to some important demo-
graphic changes that are affecting many workers. For example, companies are experienc-
ing rising demand for the expansion of child care and elder care programs. This is not 
surprising given the aging of the U.S. population and that Gen Xers are starting to 
have families. Thus, many recruits who are members of the “sandwich generation” (i.e., 
they are sandwiched between elderly parents and young children and therefore have to 
provide care for both sets of family members) consider as part of their employment deci-
sions the  number and type of work–life balance programs that potential employers offer. 
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Other  demographic changes that are contributing to this rise in the demand for work–life 
balance programs include the increase of single parents entering the workforce and an in-
crease of dual-career couples. In both cases, parents who shoulder caregiving responsibili-
ties often seek flexible work arrangements and more flexible career cycles. Flexible career 
cycles allow individuals to leave their career tracks temporarily to raise a child, care for a 
sick parent, and so on. These individuals are welcomed back to work and placed back into 
 career-oriented positions. 
  Are companies using work–life balance programs to attract top candidates to join their 
firms? The answer is yes. Whirlpool attempts to attract recruits with the company’s family 
friendly culture. To illustrate, the company arranged for housing for an intern and his 
 family for the entire summer. 
  At Xerox, two executives successfully share one job so that they can have more time at 
home with their young children. After 10 years, the job-sharing arrangement is working 
whereby both executives report high levels of satisfaction with the arrangement, and the 
company has been able to retain two productive and experienced employees. 
  Flextime programs that allow employees limited control over which days and hours 
they have to be working at the office are becoming popular at many companies. For 
 example, an employee may prefer to work a 4-day/10-hour-a-day week instead of a tradi-
tional 5-day/8-hour-a-day week. The shorter workweek may allow the employee to attend 
children’s sporting events, provide weekend care for an elderly parent, or engage in other 
important activities. Companies such as Hewlett-Packard, Merrill Lynch, Deloitte Touche, 
and Cigna have implemented flextime programs. 
  Related to flextime is telecommuting, which allows employees to work in their home 
part or full-time while being connected to the office via the Internet, phone lines, and the 
like. Although some managers and supervisors fear a loss of control from this type of 
work–family arrangement, companies like Pfizer have been careful to create an effective 
telecommuting policy. For example, in order to qualify for this program, Pfizer employees 
are required to demonstrate that the work can be accomplished off-site, to submit a formal 
proposal outlining performance standards, and to limit the number of days worked off-site 
to no more than two per week. 
  Work–life balance programs such as job sharing, flextime, and telecommuting are 
designed for both retaining current employees and attracting potential employees to 
the firm. As new college graduates increasingly find themselves providing care to both 
their aging parents and young children, the value of these programs will only increase. 
Undoubtedly, this will make work–life friendly companies more attractive in the 
marketplace. 

 Discussion Questions 

 1. Why is there a need for companies to offer work–family balance programs such as flex-
time, telecommuting, and job sharing? 

 2. Of the three programs discussed above, which would be the most important program for 
you personally when deciding whether or not to join an employer? Why? 

 3. Some organizations do not believe in offering any of these work–life balance programs. 
What do you think their reasoning is? Explain. 

  Sources:  Nancy R. Baldiga (2005), “Opportunity and Balance: Is Your Organization Ready to Provide 
Both?”  Journal of Accountancy , Vol. 199, Iss. 5, pp. 39–45; Amanda Beeler (2003), “It Takes Two,”  Sales 
and Marketing Management,  Vol. 155, Iss. 8, pp. 3–8; Sue Shellenbarger (November 21, 2001), “Job 
Candidates Prepare to Sacrifi ce Frills and Balance—For Now,”  The Wall Street Journal , p. B1. 
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 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Explain  the steps in the selection process. 

 2.  Examine  what selection criteria are available and how they can be used 
to make selection more effective. 

 3.  Use  selection tools such as interviews and biodata more effectively. 

 4.  Compare  the different types of validity—content, construct, and 
criteria-related. 

 5.  Discuss  the value of controversial selection methods such as drug 
 testing and integrity testing in light of current organizational and social 
environments. 

 Chapter

8  

 Selecting Effective 
Employees 
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 HR Challenge 

 Clark Kirby and his assistants had recruited 986 applicants for the 596 positions Gunther 
would have at its Tampa plant. But before getting too satisfied, he realized that there was a 
big job ahead of him. Which 596 of the 986 should be hired? And who should do the 
hiring? 
  The HR specialist had done some preliminary screening, and most of the applicants had 
completed an application blank. But where should he go from there? 
  Clark called Ed Humphrey, the plant manager, and asked if he wanted to be involved 
in the hiring. Ed said that he had time to choose only his top management team. The rest 
was up to Clark. Ed reminded Clark that the company didn’t want them to raid other 
plants—that was simply against company policy. Clark said he knew that and would 
abide by company policy. 
  Clark was faced with making 596 selection decisions. As this chapter shows, selection 
involves making many decisions. Selection is a vital and continuous process in an orga-
nization. Employee selection is important because the goals of the organization can be 
 accomplished only if the right match is made between the person and the job. 

  Selection  is the process by which an organization chooses from a list of applicants the 
person or persons who best meet the selection criteria for the position available, consider-
ing current environmental conditions. Although this definition emphasizes the effective-
ness of selection, decisions about whom to hire must also be made efficiently and within 
the boundaries set forth in equal employment opportunity legislation. Thus, there are actu-
ally multiple goals associated with an organization’s selection process, including selecting 
applicants who are most likely to (1) meet or exceed the performance objectives associ-
ated with the position to be filled, (2) contribute to the effectiveness of the organization by 
staying with the company on a long-term basis and occupying different positions, and (3) per-
form quality work and be reliable and satisfied with their jobs and the organization. Before 
these goals can be met, organizational decision makers need to consider how internal and 
external environmental factors impact the selection process. 

 Influences on the Selection Process 

 As Clark Kirby sets out to hire 596 employees, he will follow a selection process influ-
enced by many factors. We’ll begin by examining the factors in the internal and external 
environments. 

 Environmental Circumstances Influencing Selection 
 Internal Environment 
 A number of characteristics of the organization can influence the amount and type of 
selection processes it uses to hire needed employees. Size, complexity, and technological 
volatility are a few of these. Since the development and implementation of large-scale 
selection efforts can be very costly, complex selection systems are most often found in 
larger organizations with the economic resources necessary to pay for such systems. Size 
alone, however, does not determine how selection is approached. For an organization to 
recover the costs of developing an expensive selection system, there must be a sufficient 
number of jobs that need to be filled. In structurally complex organizations with many 
job titles but very few occupants, the number of years needed to get back the money 
 invested in such a selection system may be too great to justify its initial expense. 
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  Another characteristic of the organization that is an important determinant of the kind of 
selection system it develops is its attitude about hiring from within. Many organizations 
have elaborate internal job posting programs (as was discussed in Chapter 7) designed to 
help fill as many job vacancies as possible from within. Other organizations look more 
quickly to external personnel pools of new employees. While these two models of filling 
job vacancies will have some overlapping selection processes, each will also focus to some 
extent on different criteria and different techniques. 

 External Environment 
 The external environment is an equally important determinant of the kind of selection sys-
tem that an organization utilizes. Not only are most organizations subject to federal em-
ployment laws and regulations, but there are many state-specific regulations that also affect 
what an organization can and cannot do in its selection system. Some states, for example, 
have imposed much tighter limits than others on an organization’s ability to test applicants 
for drug use. Similarly, a number of states provide past employers with more protection 
against being sued by a former employee because of information that may have been di-
vulged during checking of references. Any or all of these state-specific issues can affect the 
selection system that is ultimately used. 
  One of the most significant environmental influences on selection is the size, composi-
tion, and availability of local labor markets. These, in turn, are affected by economic, so-
cial, and political pressures on a community. At a basic level, when unemployment rates 
are low, it may be difficult for an organization to identify, attract, and hire the number of 
people it needs. On the other hand, during an economic recession when there is an over-
supply of qualified applicants, selection strategies need to focus more on sifting through 
larger numbers of applicants so the best candidates are identified. 
  Those who work in human resource management evaluate the effects of the labor mar-
ket on selection decisions by using a selection ratio: 

 Selection ratio 5 
number of applicants hired
 total number of applicants  

  Consider Clark Kirby’s problem at Gunther. The selection ratios are as follows: manag-
ers 38/68, or about 1:2; professional-technical, 10/10, or 1:1; clerical, 44/78, or about 1:2; 
skilled, 104/110, or about 1:1; semiskilled, 400/720, or almost 1:2. When the selection 
 ratio gets close to 1:1, it is called a  high selection ratio . Under these circumstances, the 
selection process is short and unsophisticated, although it may not be effective. As the 
number of applicants increases relative to the number who are hired, the selection ratio is 
said to be low. With a lower selection ratio, for example 1:2, the process becomes more 
detailed. A ratio of 1:2 also means that the organization can be more selective in its choice 
than when the ratio is 1:1. It is, therefore, more likely that employees who fit the organiza-
tion’s criteria for success will be hired. It is also likely, however, that the organization will 
have to invest more time and money in the selection decision (to screen out more candi-
dates) when the ratio is 1:2. 

 Selection Criteria 

 At the core of any effective selection system is an understanding of what characteristics are 
essential for high performance. This is where the critical role of job analysis in selection 
becomes most apparent, because that list of characteristics should have been identified dur-
ing the process of job analysis and should now be accurately reflected in the job specifica-
tion. Thus, from a performance perspective, the goal of any selection system is to accurately 
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determine which applicants possess the knowledge, skills, abilities, and other characteris-
tics (KSAOs) dictated by the job. Additionally, the selection system must be capable of 
distinguishing between characteristics that are needed at the time of hiring, those that are 
systematically acquired during training, and those that are routinely developed after a per-
son has been placed on the job. Different selection criteria may, indeed, be needed to assess 
these qualitatively different KSAOs. 

 Categories of Criteria 
 With these potential differences in mind, the criteria typically used by organizations for 
making selection decisions can be summarized in several broad categories: education, 
 experience, physical characteristics, and other personal characteristics (see Exhibit 8–1). 

 Formal Education 
 An employer selecting from a pool of job applicants wants to choose the person who has 
the right abilities and attitudes to be successful. A large number of cognitive, motor, physi-
cal, and interpersonal attributes are present because of genetic predispositions and because 
they were learned at home, at school, on the job, and so on. One of the more common cost-
effective ways to screen for many of these abilities is by using educational accomplishment 
as a surrogate for or summary of the measures of those abilities. For example, although this 
is unfortunately not always true, it usually is safe to assume that anyone who has success-
fully completed high school or its equivalent has basic reading, writing, arithmetic, and 
interpersonal skills. 
  For certain jobs, the employer may stipulate that the education (especially for college-
level requirements) is in a particular area of expertise, such as accounting or management. 
The employer might also prefer that the degree be from certain institutions, that the grade 
point average be higher than some minimum, and that certain honors have been achieved. 
To be legal, educational standards such as these must be related to successful performance 
of the job. Care must be exercised not to set standards that are higher than actually required 
by the job. 

 Experience and Past Performance 
 Another useful criterion for selecting employees is experience and past performance. Many 
selection specialists believe that past performance on a similar job might be one of the best 
indicators of future performance. 1  In addition, employers often consider experience to be a 

Categories of criteria
for selection 

decisions

Personal 
characteristics and 

personality

Experiences and 
past

performance

Physical
characteristics

Formal
education

EXHIBIT 8–1 
Categories of Criteria 
for Selection 
Decisions
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good indicator of ability and work-related attitudes. Their reasoning is that a prospective 
employee who has performed the job before and is applying for a similar job must like the 
work and must be able to do the job well. Research supports these assumptions. Over a large 
number of studies, experience is related to job performance. 2  But the organization must 
have a rational basis for defining what it means by “relevant experience.” Not all previous 
experiences are equally good predictors of performance on a given job. For example, should 
two applicants applying for a job as an internal auditor be given the same credit for previous 
work experience if both have five years in the accounting profession but one has been an 
auditor for an unknown organization and the other a tax specialist for the IRS? 

 Physical Characteristics 
 In the past, many employers consciously or unconsciously used physical characteristics 
(including how an applicant looked) as a criterion. Studies found that employers were 
more likely to hire and pay better wages to taller men, and airlines chose flight attendants 
and companies hired receptionists on the basis of beauty (or their definition of it). Many 
times, such practices discriminated against ethnic groups, older people, and people with 
disabilities. For this reason, they are now illegal unless it can be shown that a physical 
characteristic is directly related to effectiveness at work. For example, visual acuity (eyesight) 
would be a physical characteristic that could be used to hire commercial airline pilots. It might 
not, however, be legally used for hiring a telephone reservations agent for an airline. 
  In a similar way, candidates for a job cannot be screened out by arbitrary height, weight, 
or similar requirements. These can be used as selection criteria only when the job involves 
tasks that require them. 

 Personal Characteristics and Personality Type 
 The final criterion category is a catchall that includes  personal characteristics  and  person-
ality types . Personal characteristics include marital status, sex, age, and so on. Some 
 employers have, for example, preferred “stable” married employees over single people 
because they have assumed that married people have a lower turnover rate. On the other 
hand, other employers might seek out single people for some jobs, since a single person 
might be more likely to accept a transfer or a lengthy overseas assignment. 
  Age, too, has sometimes been used as a criterion. While it is illegal to discriminate against 
people who are over the age of 40, there is no federal law that specifically  addresses this issue 
for younger people. However, minimum and maximum age restrictions for jobs can be used 
only if they are clearly job-related. Thus, age should be used as a selection criterion only after 
very careful thought and consideration. This issue will certainly  become more important by 
the year 2015; this is when workers 55 and over will account for 20 percent of the U.S. work-
force. Also, many older employees will keep working; a 2010 survey suggests 44 percent of 
workers 50 and older plan to delay their retirement in order to make up for declining 401(k) 
plans and increasing costs of health care. 3  By that time, more than half of all American work-
ers will be legally protected by the Age Discrimination in  Employment Act (ADEA). 4  
  Specific aptitudes and skills can also be considered part of this category of criteria. 
 Although education and past experience are often used as measures of ability, many orga-
nizations also try to assess whether applicants possess certain aptitudes. For example, a 
successful applicant for pilot training in the military does not need actual flying experi-
ence. Rather, the military uses spatial-relations aptitude as one criterion. 
  Many employers also prefer to hire people with certain personality types. Some jobs, 
such as being a lifeguard, may require essentially no consideration of an applicant’s 
 personality. Many jobs fall between these extremes. For example, one particular aspect of 
personality—such as being outgoing—may be useful for salespeople, caseworkers, or 
 others who work extensively with the public. 
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  Although once viewed in an unfavorable light due to perceptions of low predictive va-
lidity, recent findings on personality tests have been much more positive regarding the link 
between personality and job performance. 5  Much of this change can be attributed to the 
development and validation of the Big Five personality factors. Known as emotional stabil-
ity, extroversion, openness to experience, agreeableness, and conscientiousness, the Big 
Five describe behavioral traits that may explain up to 75 percent of an individual’s person-
ality. 6  Of the five dimensions, conscientiousness and emotional stability have been shown 
to predict performance across most occupational groupings. 7  
  As with other personal characteristics, selection using any aspect of personality should 
always be based on whether it is really necessary for high performance. Many personality 
measures run an even greater risk of being legally challenged as an invasion of privacy than 
other kinds of selection tools. Thus, the organization wishing to use personality as a crite-
rion must be certain that successful and unsuccessful employees can be distinguished in 
terms of their personalities. It is probably unwise to use personality as a general criterion 
for screening out “undesirable” applicants, since the same personality characteristic that 
leads to failure in one job might lead to success in another. 8  In part, because of this fact, 
there is still considerable debate whether general, broad personality measures or more spe-
cific ones are the best to use in selection. 9  

Self-efficacy is the belief that one can perform well in a 
given situation. For example, a person with high levels 
of self-efficacy will tend to believe that she can do well 
in an interview situation, pass a difficult exam at school, 
or make a successful presentation to a new client.
 Research on self-efficacy has led to several consis-
tent findings. They indicated that self-efficacy is associ-
ated with work-related performance, career choice, 
learning and achievement, and adaptability to new 
technology, and noted that certain training methods 
could enhance self-efficacy in individual trainees. A re-
lated large-scale research study found that individuals 
high in self-efficacy tended to perform at a higher 
level. Also supporting these conclusions is the research 
by Bandura and Locke who found that, when com-
bined with goal setting, individuals with high levels of 
self-efficacy tend to display higher levels of motivation 
and performance.
 How can this information be used to improve em-
ployee effectiveness at any organization?

• Selection decisions: Organizations should select indi-
viduals who have a strong sense of self-efficacy. 
These individuals will be motivated to engage in the 
behaviors that will help them perform well. A mea-
sure of self-efficacy can be administered during the 
hiring/promotion process.

• Training programs: Organizations should consider 
employee levels of self-efficacy when determining 
who is chosen for training programs. If the training 
budget is limited, then more return (i.e., perfor-
mance) on training investment can be realized by 
sending only those employees high in self-efficacy. 
These individuals will tend to learn more from the 
training, ultimately transferring that learning to 
 enhance their job performance.

• Goal setting and performance: Organizations can en-
courage higher performance goals from employees 
who have high levels of self-efficacy. This will lead to 
higher levels of performance from employees, a criti-
cal outcome for many organizations in this era of 
 hypercompetition.

Sources: Talya N. Bauer, Todd Bodner, Berrin Erdogan, Donald 
M. Truxillo, and Jennifer S. Tucker (May 2007), “Newcomer 
 Adjustment during Organizational Socialization: A Meta-Analytic 
Review of Antecedents, Outcomes, and Methods,” Journal of 
Applied Psychology, Vol. 92, Iss. 3, pp. 707–21; Albert Bandura 
and Edwin Locke (February 2003), “Negative Self-Efficacy and 
Goal Effects Revisited,” Journal of Applied Psychology, Vol. 88, 
Iss. 1, pp. 87–99; Marilyn E. Gist and Terence R. Mitchell (1992), 
“Self-Efficacy: A Theoretical Analysis of Its Determinants and 
Malleability,” Academy of Management Review, Vol. 17, Iss. 2, 
pp. 183–201; Alexander D. Stajkovic and Fred Luthans (1998), 
“Self-Efficacy and Work-Related Performance: A Meta-Analysis,” 
Psychological Bulletin, Vol. 124, Iss. 2, pp. 240–62.

Your Career Matters Get More from Employees with High Levels of Self-Efficacy
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 Reliability and Validity of Selection Criteria 
 Once an organization has decided upon a set of selection criteria, a technique for assessing 
each of these must be chosen. The alternatives are numerous: application blanks and bio-
data forms, interviews, psychological tests of aptitude and personality, work sample tests 
of present skills, physical and medical testing, and checks of previous experience through 
references. Regardless of the method chosen for collecting information about applicants, 
the organization must be certain that the information is both  reliable  and  valid . 

 Reliability 
 The main goal of selection is to make accurate predictions about people. The organization 
wants to make its best guess about who will be a successful employee. In this way, the 
 organization can avoid hiring the wrong person for a job. In other words, the main purpose 
of selection is to make decisions about people. If these decisions are going to be correct, 
the techniques used for making them must yield reliable information. 
     Reliability  refers to how stable or repeatable a measurement is over a variety of testing 
conditions. 10  As a simple example, imagine that you tried to use a tape measure to deter-
mine how tall an applicant for a job as a firefighter was, because there are both minimum 
and maximum height restrictions for the job. If you measured a given applicant three suc-
cessive times and obtained values of 6 feet, 6 feet ½ inch, and 5 feet 11½ inches, you may 
not know the applicant’s exact height, but you would have a fairly good idea. On the other 
hand, imagine that your three attempts yielded values of 6 feet, 6 feet 6 inches, and 5 feet 
4 inches. In this latter case, you would have virtually no idea how tall the applicant actually 
was. The point is that although reliability is rarely perfect, a measuring tool can still be 
useful if it is only somewhat unreliable. Once the measurements become too inconsistent, 
however, they become meaningless. 
  The reliability of a selection tool can be judged in a variety of ways. In practice, one 
common way to assess reliability is to correlate the scores of applicants given the same test 
on two different occasions. This is called  test-retest reliability. Alternative-form reliability  
is determined by correlating scores from two alternate forms of the same test. Most stan-
dardized academic achievement tests like the SAT and the GMAT have numerous forms, 
all of which are assumed to be reliable. An applicant’s score should not vary much accord-
ing to which form of the test he or she happens to take. When a measuring tool relies on the 
judgments of people (such as in an employment interview), reliability is often determined 
by using  interrater   reliability . This refers to the extent to which two or more interviewers’ 
assessments are consistent with each other. 

 Validity 
 For a selection tool to be useful, it is not sufficient for it to be repeatable or stable. Both 
legally and organizationally, the measures that it yields must also be valid. There are many 
ways of assessing validity, but all of them focus on two issues.  Validity  addresses the 
questions of what a test measures and how well it has measured it. 11  In selection, the pri-
mary concern is whether the assessment technique results in accurate predictions about the 
future success or failure of an applicant. 
  To illustrate these two issues and the relationship between validity and reliability, let’s 
return to our example of measuring the firefighter applicant’s height. As noted previously, 
if the measurement is too unreliable, then it will be impossible to determine his or her cor-
rect height. Even if the tape gives the same measurements (high reliability), it might still 
have very little accuracy (validity). For example, the tape measure may not have been cali-
brated properly at the factory where it was made (the manufacturer may have thought it 
was marking in feet and inches when it was actually using centimeters). If so, it will be 
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almost impossible to accurately determine the applicant’s height. Finally, this tape measure 
might be perfectly reliable and an accurate way to measure height, but if you try to weigh 
applicants with it, it will yield totally useless information. 
  To summarize, for a measuring tool to be useful, it must be reliable, valid, and put to the 
use for which it was actually intended. 
  A detailed explanation of the various strategies for determining the validity of a selec-
tion tool can be found in the  Principles for the Validation and Use of Personnel Selection 
Procedures , a set of professional standards developed by a committee of members from the 
Society for Industrial and Organizational Psychology (SIOP). 12  The following, however, 
are brief descriptions of three types of validity that the HR specialist should be familiar 
with: (1) content, (2) construct, and (3) criterion-related. 

  Content Validity    The degree to which a test, interview, or performance evaluation mea-
sures the skill, knowledge, or ability to perform the job is called  content validity . An 
example of a content-valid test is a typing test for an administrative assistant position. 
Such a test can roughly replicate conditions on the job. The applicant can be given a typical 
sample of typing work under “normal” working conditions. Thus, the applicant would be 
asked to type a typical piece of work (letter, internal memo, e-mail) using the same kind of 
word processing software (e.g., MS Word) that would be encountered on the actual job. If 
the content of the typing test is actually representative of the work that is done on the job, 
then the test is said to be content-valid. 
  Content validity is not appropriate for more abstract job behaviors, such as leadership 
potential, leadership style, or work ethic. When selection procedures involve the use of 
tests to measure leadership characteristics or personality, construct validity rather than 
 content validity is appropriate. 

  Construct Validity    A construct is a trait that is not typically observable. For example, 
we cannot see leadership; we can only assume that it exists from the behavior someone 
displays. A test therefore has  construct validity  when it actually measures the unobserv-
able trait that it claims to measure. Because traits cannot be directly observed, however, 
construct validity cannot be established in a single study but can be assumed to exist only 
on the basis of a large body of empirical work yielding consistent results. 13  
  The  Uniform Guidelines on Employee Selection Procedures  have established three 
stringent requirements for demonstrating the construct validity of a selection technique. 14  

 1. A job analysis must systematically define both the work behaviors involved in the job 
and the constructs that are believed to be important to job performance. 

 2. The test must measure one of those constructs. In selecting a project manager, for in-
stance, there must be evidence that the test validly measures leadership. For example, 
scores on the test might correlate with leadership ratings given to other employees in 
other organizations upon previous administration of the test. 

 3. The construct must be related to the performance of critical work behavior. For exam-
ple, it must be shown that leadership ability is correlated with job performance for the 
position of project manager. That is, it is necessary to conduct a criterion validity study 
between leadership and job performance, or to use such data collected by another test to 
support the claim of construct validity. 

  Criterion-Related Validity    The extent to which a selection technique can accurately pre-
dict one or more important elements of job behavior is referred to as  criterion-related 
validity . Scores on a test or performance in some simulated exercise are correlated with 
measures of actual on-the-job performance. The test is called a  predictor ; the performance 
score is  referred to as a  criterion . Criteria relevant to personnel selection include measures 
such as quality or quantity of output, supervisory ratings, absenteeism, accidents, sales, 
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or whatever the organization deems most relevant. However, the choice of a criterion is at 
the very heart of determining whether a selection system is legal. 15  The organization must 
exercise care in choosing a measure that best reflects the actual contributions of employees 
to its effectiveness. Not all criteria can be predicted equally well from any particular type 
of selection tool. 16  
  Two popularly used types of criterion-related validity are predictive and concurrent. 
 Predictive validity  is determined by using the scores obtained from a sample of applicants 
for a job. The steps in a predictive-validity study for a given test are: 

 1. Administer the test to a large sample of applicants. 

 2. Select individuals for the job. It is actually preferable if the test whose validity is being 
measured is not used in the hiring decisions. 

 3. Wait an appropriate amount of time and then collect measures of job performance. 

 4. Assess the strength of the predictor-criterion relationship (typically by calculating a 
 correlation coefficient). 

  Predictive validity is an important form of criterion-related validity, but it does have 
drawbacks. The employer first must wait until it has hired a large number of people for 
whom it has predictor scores and then until it can obtain meaningful measures of job per-
formance for the people who were hired. For some jobs, the time it takes to determine who 
is a good employee can be long. 
   Concurrent validity  is also used to determine whether a selection test can predict job 
performance. In concurrent validation, the first step is to administer the tests to present 
employees performing the job. At approximately the same time, performance measures for 
these employees are also collected. The test scores are then correlated with the perfor-
mance measures. If the test is significantly related to performance, it would be a candidate 
for future use with applicants in the selection process. 
  The biggest advantage of concurrent validation is that it can be conducted relatively 
quickly. Therefore, it is usually less expensive than predictive validation. However, there 
are several potential problems associated with the use of concurrent validation. First, this 
method uses experienced employees. If experience is important in job performance, such 
validation will be biased in favor of applicants with experience. Second, present employees 
often balk at completing tests. They are puzzled by the request to take a battery of tests and 
often will not provide honest answers or their best answers. Third, there is a self-selection 
bias that can restrict the range of test scores. Among present employees, there is likely to 
be a restriction because the least skilled and least able workers have been terminated, 
 demoted, or transferred, and the most skilled and most able have been placed in more 
 responsible jobs. 
  Despite these potential problems, concurrent validation can be an effective method for 
assessing the validity of certain kinds of selection tests. 17  However, it should not automati-
cally be used as an alternative to predictive validation simply because it can be done more 
quickly. The organization should carefully analyze its circumstances before choosing 
which of the methods to use. 

 The Selection Process 

 In the past, selection was often thought to be an easy decision. Decisions were based on the 
subjective likes or dislikes of the boss. Selection tools were designed to aid this gut reac-
tion. Today, selection is viewed as much more than simply relying on intuition. 
  The selection decision is usually perceived as a series of steps through which applicants 
pass. At each step, more applicants are screened out by the organization, or more applicants 
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accept other job offers and drop from the list of applicants. Exhibit 8–2 illustrates a typical 
series of steps for the selection process. 
  This series is not universal. For example, government employers test at step 2 instead of 
step 3, as do some private- and third-sector employers. It is important to note that few or-
ganizations use all steps, for they can be time-consuming and expensive; and some steps, 
such as 3 and 4, may be performed concurrently or at about the same time. Generally 
speaking, the more important the job, the more each step is likely to be used formally. 

 Step 1: Preliminary Screening 
 The most common first step in any selection process usually involves asking an applicant to 
complete an online or paper application form.  Application blanks , as these are typically 
 referred to, vary in length and sophistication. Nearly all application blanks ask for enough 
 information to determine whether the individual is minimally qualified for the position. For 
example, application blanks can be a useful initial screening tool for jobs that require some 
type of professional certification (e.g., a teaching certificate). In this way, the application blank 
can eliminate the need for subsequent interviews to gather this information. This makes the 
selection process far more efficient, first, by reducing the number of applicants that need to 
be interviewed and, second, by allowing interviewers to focus on other kinds of information 
(e.g., personality, communication skills) that are perhaps more difficult to obtain. 
  Although application blanks can be very useful selection tools, organizations must 
never forget that they are subject to the same legal standards as any other selection method. 
Thus, care must be taken that the application blank does not directly or indirectly violate 
federal or state laws related to employment discrimination. 18  The same guidelines hold true 
for web-based or online applications. 19  The application blank should not be designed in a 
way that forces applicants to reveal irrelevant information about themselves, especially 
information related to sex, race, religion, color, natural origin, age, or disabilities. A 

Step 1

Employment interview

Step 2

Step 5

Step 6

Step 3 Step 4

Reference checks and 
Recommendations

Selection decision

Physical examination

Employment tests

Preliminary screening:
application blank

and interview

EXHIBIT 8–2 
Typical Selection 
Decision Process
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 research study found that applicants who were not hired after completing an application 
blank that contained illegally worded questions were more likely to feel unfairly treated 
and have higher litigation intentions against the employer.20 Care should be taken to ask 
only for information that will help the organization make a better job-related assessment of 
the applicant. For example, asking applicants for the year in which they graduated from 
high school can narrow down their age to within one or two years. Is it important to know 
in what year someone graduated, or simply that he or she graduated? 
  Currently accepted application blanks also generally limit questions that imply some-
thing about the applicant’s physical health. Since a physical exam should be given only 
after a conditional offer of employment, the application blank is not an appropriate place to 
gather most information of this kind. 
  With a dramatic increase in the number of lawsuits being filed against organizations for 
“wrongful termination” and with an erosion of organizations’ right to hire and fire whom-
ever they wish, many organizations are now adding very important clauses at the beginning 
or end of their application blanks. Some terms of these clauses appear in employee hand-
books as well. The purpose of the clauses, regardless of where they appear, is twofold. 
First, they help protect the organization against unjustified lawsuits; and second, they help 
ensure that applicants and employees understand the terms of their employment relation-
ship with the organization. 
  Three of the more common clauses that now appear on application blanks and in 
 employee handbooks cover (1) the applicant’s rights as they relate to the organization’s hiring 
practices, (2) the scope of an employment contract, and (3) (one of the newest) grievances: 
a statement indicating that the applicant, the employee, or both agree to resolve all griev-
ances against the organization through arbitration and mediation rather than through a law-
suit. The legal subtleties of these clauses are too complex to cover in detail at this time, but 
examples of the wording currently being used by organizations appear in Exhibit 8–3. 
  A potentially useful supplement to the traditional application blank is the  biographical 
information blank (BIB)  which is used to collect “biodata” from job applicants. A BIB 
usually contains many more items than a typical application blank and asks for information 
related to a much wider array of attitudes and experiences. BIB items are based on an 

HRMemo 
Organizations like 
McDonald’s, Burger 
King, and Childrens’ 
Healthcare of Atlanta 
are increasingly using 
online assessment 
tests as a preliminary 
screening device to 
measure whether 
applicants have the 
required personality, 
attitude, and/or 
behaviors to be 
successful. Those who 
score well on these 
online tests move on 
to the interview 
stage.

Sources: Adapted from Matt 
Bolch (February 2008), 
“Nice Work,” HR Magazine, 
Vol. 53, Iss. 2, pp. 78–82; 
Dina Berta (August, 2008), 
“BK Franchisee: Online 
Screening of Job Applicants 
Helps Keep Turnover Low,” 
Nation’s Restaurant News, 
Vol. 42, Iss. 32, p. 14.

EXHIBIT 8–3 The Not-So-Fine Print of Modern Application Blanks

Statement on Affirmative Action–Equal 
Employment Opportunity

It is the policy of this company to afford all applicants the 
right to equal employment opportunities. In accordance 
with this policy, all vacancies will be filled by qualified 
candidates without regard to race, color, religion, sex, age, 
national origin, or disability status except where there is a 
bona fide occupational qualification. If you are disabled 
and need reasonable forms of accommodation in order to 
complete this application blank or any other component 
of the application process, they will be provided.

Statement on Employment at Will

If you are offered and accept employment with this 
company, your employment will be considered “at 
will.” It can therefore be terminated at any time and 
for any reason not expressly prohibited by state or 
federal law at the discretion of the company. The 
company retains the right to change, modify, suspend, 
or cancel any policy or practice that pertains to your 

employment without advance notice, without having to 
give cause or justification to any employee. Recognition 
of these rights is a condition of employment for anyone 
accepting a job offer from this company. Any written 
or oral statements by an agent of this company that 
contradict these policies are invalid and should not be 
relied on; only the president of this company can amend 
this policy.

Mandatory Arbitration Clause

By signing this application blank, you agree that 
any controversy or claim arising out of or relating to 
your application and/or if you are offered and accept 
employment with this company, your employment 
contract or breach thereof shall be settled by arbitration 
administered by the American Arbitration Association in 
accordance with its applicable rules. You further agree that 
should you submit any controversy or claim to arbitration 
under this policy, you agree to abide by and perform any 
award rendered by the arbitrator(s).
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 assumption that these prior behaviors and experiences will be strongly related to an appli-
cant’s future behavior. 21  For example, a common BIB item asks applicants to list their favor-
ite subjects in high school. Use of the responses to an item such as this assumes that people 
who preferred English will perform differently on a given job from people who preferred 
science or math. Whether such an item should be included on a BIB, however, depends on 
its ability to differentiate the performance of good and poor workers on the job in question. 
Recent research indicates that BIBs can help predict job performance in certain instances. 
For example, a research study found that BIB items can account for incremental predict-
ability of key performance variables beyond that accounted for by incumbent experience on 
the job, relevant Big Five personality constructs, and general mental ability. 22  
  Another variation to the traditional application blank is the  weighted application 
blank , an application form that is designed to be scored more systematically and is more 
like the BIB. To develop the scoring system for a weighted application blank, high and low 
performers who currently work for the company are compared on a variety of characteris-
tics (e.g., education, years of experience, etc.) that were known at the time they applied for 
a job. Weights are assigned to the degree of difference on each characteristic. A zero may 
be assigned for “no difference,”  6 1 for a small difference, and  6 2 for a large difference. 
The weights are then totaled for each applicant, and the one with the highest score is the 
preferred choice. 
  Applicants who are judged as minimally qualified on the basis of the application blank 
will then proceed to the next phase of the selection process. The next step will often be one 
or more interviews and/or additional employment testing. 

 Step 2: Employment Interview 
 Other than application blanks, the interview is definitely the selection technique most often 
encountered by persons applying for a job in the United States. 23  Not surprisingly, the topic 
of interviews has generated hundreds of research studies over the past 20 years, covering 
such topics as verbal–nonverbal behavior, personality characteristics, impression manage-
ment, interviewer–interviewee similarity, and preinterview impressions (for a complete re-
view, see Posthuma, Morgenson, and Campion, 2002). 24  Because interviews are so widely 
used to select new employees, they must maximize their potential for identifying qualified 
persons. Two strategies for making the most out of an interview are (1) structuring the 
 interview to be reliable and valid, and (2) training managers to use the best available 
 interviewing techniques. 

 Types of Interviews 
 Employment interviews vary along at least two important dimensions: how structured the 
interview is and whether it focuses on historical information about the applicant or 
 attempts to place the applicant in hypothetical situations to assess how she or he might 
 respond in the future. 
  An  unstructured interview  has no predetermined script or protocol. Questions are not 
prepared in advance; there is no attempt to guarantee that applicants are asked the same 
questions. Typically, the interviewer does not have a scoring protocol either. 
  When used by some highly skilled interviewers, the unstructured interview may lead to 
useful insights about an applicant. However, substantial research over the past 30 years indi-
cates that  structured interviews  ,  regardless of their specific format, will generally be more 
reliable and valid than unstructured interviews. 25  During the structured interview, the inter-
viewer has a standardized list of questions to ask of all applicants. These questions should 
have been generated with the aid of a thorough job analysis in order to identify specific types 
of information sought during the interview. In addition, a scoring form similar to the one 
shown in Exhibit 8–4 will be used by the interviewer for recording applicants’ responses. 
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  The importance of structure in the interview is further underscored by the fact that stan-
dardization should lower the possibility that intentional or unintentional biases held by the 
interviewer will affect the outcomes of the process. This, in turn, should lead to less dif-
ferential impact on women and minorities 26  and a better chance for the organization to 
successfully defend itself if it happens to be sued. 27  

If not, why not?

Were you hospitalized in the service?

Are you drawing compensation?

Are you employed now?

Why are you applying for this position?

WORK EXPERIENCE. Cover all positions. This information is very important. Interviewer should record last position first. Every month since
leaving school should be accounted for. Experience in Armed Forces should be covered as a job (in New Jersey exclude military questions).

Yes

Yes

No

No (If yes) How soon available?
What are relationships with present employer?

Is his/her underlying reason a desire for prestige, security, or earnings?

LAST OR PRESENT POSITION

Company

How was job obtained?

Nature of work at start

In what way did the job change?

Nature of work at leaving

Superior

How closely does (or did) he/she supervise you?

Number of people you supervised

Responsibility for policy formulation

To what extent could you use initiative and judgment?

Has applicant shown self-reliance in getting jobs?

Will applicant’s previous experience be helpful on this job?

Has applicant made good work progress?

How much responsibility has applicant had?

Did applicant get along with superior?

Is applicant a leader?

Has applicant had management responsibility?

Did applicant actively seek responsibility?

From 19 to 19

Whom did you know there?

Starting salary

Salary at leaving
Any indication of ambition?

Title What is he/she like?

What authority do (or did) you have?

What did they do?

Name

Present address

Were you in the Armed Forces of the U.S.? Yes, branch

The Age Discrimination in Employment Act and relevant FEP Acts prohibit discrimination 
with respect to individuals who are at least 40 but less than 65 years of age.

Date of birth Phone no.

City How long there?State

19Dates to19
(Not to be asked in New Jersey)

19to19

Comments:
In making final rating, be sure to consider not only what the applicant can do but also his/her stability, industry,

perseverance, loyalty, ability to get along with others, self-reliance, leadership, maturity, and motivation.

Interviewer: Job considered for:

Rating 1 2 3 4

SU
M

M
A

R
Y

Date 20

EXHIBIT 8–4 Structured Employment Interview Form—Executive Position
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  The second dimension along which interviews can vary is whether they focus on past 
experience and behavior or on hypothetical future behavior. In recent years, two types of 
structured interviews have emerged and gained popularity in the United States. 28  The first, 
the  behavioral description interview  (BDI), asks applicants to relate actual incidents from 
their past relevant work experience to the job for which they are applying. BDIs are based 
on the assumption that the past is the best predictor of the future. 29  An example of this type 
of interview question would be “Thinking back to your last job, tell me about a time when 
you resolved a conflict with a customer?” Follow-up questions would include “What was 
the outcome?” and “How did you control your frustration?” 
  The  situational interview  (SI) also seeks to identify whether an applicant possesses 
relevant job knowledge and motivation, but it achieves this goal in a different manner. SI 
questions encourage applicants to respond to hypothetical situations they might encounter 
on the job for which they applied. 30  For example, an applicant for a pharmaceutical sales 
position might be asked “If one of the physicians in your sales territory asked you to pro-
vide supporting research and other documentation regarding the efficacy of a new drug, 
how would you go about finding that information?” Responses to this and other hypotheti-
cal questions are then scored according to their appropriateness for the job. 

Job seekers know that the interview is a critical part of 
the job hunt process. If performed well, then job offers 
will come. If not done properly, then polite “thanks, 
but no thanks” letters rejecting the job seeker will be sent 
from the company in the days following the interview. 
So, how can a job seeker improve his or her chances 
of  having a good interview and, thus, ultimately 
 receiving a job offer? Several experts at monster.com, 
careerbuilders.com, and hotjobs.com suggest the 
 following tips:

I. PRIOR TO THE INTERVIEW—PREPARE

Research and Practice
Start by knowing your own background and work 
 experience inside and out. Job seekers should be able to 
discuss several different examples from their own work 
and/or school experiences; these examples should be 
used to reinforce answers to tough interview questions. 
For example, when asked about previous presentation 
experience, the job seeker should be able to quickly 
provide real examples of successful client presentations 
at a previous job and/or group presentations while in 
school.
 Second, job seekers need to also prepare for the in-
terview by doing extensive research on the company. 
Doing some web-based research is a good way to start, 
but it shouldn’t end there. Interviewers are impressed 
when a job seeker shows that he or she has done a lot 
of  information gathering about the company. Good 

sources for this information include packets from the 
HR department, conversations with current/former em-
ployees, conversations with the investor relations/public 
relations department, annual reports, company press re-
leases, and the like. From this research, prepare three 
excellent questions to ask the interviewer.
 A third area of preparation is rehearsing and practicing 
every aspect of the interview. Practicing with a “straight-
faced” friend or family member, dress up in your inter-
viewing clothes and practice shaking hands, greeting the 
“interviewer,” introducing yourself, maintaining eye 
 contact and body posture, answering common interview 
questions, and asking for the job. The more you practice, 
the better you’ll be in the actual interview.

Dress
First impressions, which are often formed in the first 
minute or two of an interview, can make a huge differ-
ence as to whether or not you receive a job offer. So, 
it’s important to dress in a manner that is appropriate 
and which creates a favorable impression. There are 
hundreds of guides for “dressing for success” for inter-
views on the web and in bookstores. But one way to 
learn is by asking the advice of a sales associate at 
a  reputable retail store that sells business suits and 
clothing. These individuals usually have several tips 
and can show the job seeker several outfits that are 
appropriate.

HR Journal Winning the Interview Game

(continued on next page)
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  Overall, the research findings on situational interviews indicate that questions about 
past experience have higher validity than the future-oriented hypothetical questions. 31  
However, future-oriented questions can also be useful if used properly. 32  

 Training for Interviewing 
 Despite recent optimism about the validity of employment interviews, many questions 
about their effectiveness remain unanswered. For years, there have been significant con-
cerns that interviewers may differ considerably in their accuracy, and the potential for bias 
always exists, since the interview relies so heavily on personal judgments. Exhibit 8–5 
summarizes many of the problems that might limit the accuracy of a typical interview. 
 Errors such as these have been the focus of many training programs for interviewers. 
 Generally speaking, however, properly designed training programs do seem capable of 
 reducing many of the errors found in traditional unstructured interviews. This appears to be 
especially true when the training is used in conjunction with a structured interview for-
mat. 33  Training can provide managers with a better understanding of how to ask questions, 
how to properly record applicants’ responses, and to some extent how to be aware of 
 potential biases. Moreover, recent evidence suggests that when a trained interviewer takes 

II. DURING THE INTERVIEW—CONFIDENCE 
AND ENTHUSIASM
By being prepared (see Part I), your confidence will in-
crease. Even so, expect some stress and nervousness as 
natural. One way to manage these “nerves” is by, before 
the interview, doing something that helps calm you 
such as exercise, yoga, meditation, and the like. Also, 
consider the following tips from the experts:

 1.  Arrive 10 to 15 minutes before your scheduled in-
terview time (never be late to an interview).

 2.  Use a firm handshake, make good eye contact with 
the interviewer, and maintain good body posture 
while sitting in the chair.

 3.  Convey that you are very interested in the job and 
exhibit enthusiasm.

 4.  Bring an extra copy of your résumé in case the inter-
viewer needs it.

 5.  Listen and observe carefully; try to get an idea of 
what the interviewer is looking for in a candidate.

 6. Communicate your experience and skills.

 7. Act professionally and politely and be honest.

 8.  Focus on what you offer the interviewer to help 
solve his or her problems.

 9.  Ask a few questions that show that you did exten-
sive research on the company. (Do not ask about 
salary, vacation time, benefits, etc.—wait until the 
interviewer mentions these topics.)

10.  Ask when the hiring decision will be made and if 
you can follow up with the interviewer a week later.

 In addition, successful job seekers are very familiar with 
how to answer the most common interview questions. 
Here are some questions that you are likely to be asked:

 “Tell me about yourself.”

 “Why did you leave your last job?”

 “What’s your biggest weakness?”

 “Do you have any questions for me?”

 For answering strategies to these and other common 
interview questions, see the web-based sources below.

III. AFTER THE INTERVIEW––STAY 
CONNECTED AND FOLLOW UP
Within one day of the interview, a thank-you note 
should be sent by both e-mail and traditional mail. Make 
sure you thank the interviewer for his or her time and 
indicate that you are very interested in the job and will 
be following up. One week later, send a follow-up e-mail 
or try to reach the interviewer by telephone. Leave mes-
sages. Be polite and indicate that you are still interested 
in the job and would like to know the status of the hir-
ing process. Remember, persistence is an important part 
of landing the great job!

Sources: http://career-advice.monster.com/job-interview/
careers.aspx; http://www.careerbuilder.com/JobSeeker/
Resources/CareerResources.aspx?sc_cmp25JS_Nav_AdvRes.

HR Journal Winning the Interview Game (continued)
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behaviorally oriented notes during the interview, validity can be enhanced. 34  For over two 
decades, the University of Houston’s psychology department has sponsored the  Interview-
ing Institute  at the Personnel Psychology Services Center, which offers public work-
shops in all aspects of employment interviewing. For more information, address e-mail to 
PsychService@uh.edu. 

 Step 3: Employment Tests 
 A technique that some organizations use to aid their selection decisions is the employment 
test. An employment test is a mechanism (either a paper-and-pencil/online test or a simula-
tion exercise) that attempts to measure certain characteristics of individuals. These charac-
teristics range from aptitudes, such as manual dexterity, to intelligence to personality. 
  It can be very expensive to develop a test to measure these kinds of characteristics. For 
this reason alone, many employers purchase existing tests from a variety of sources. There 
are literally hundreds of published tests from which to choose, and some of the more useful 
tests cost as little as $1 per applicant. Anyone interested in selecting a test for use in per-
sonnel selection can begin with the  Mental Measurements Yearbook , 35  which summarizes 
many of the tests and includes a brief evaluation of their effectiveness. 
  Regardless of whether an organization develops its own test or purchases an existing 
one, additional costs are associated with using tests in selection. Any of these devices 
should be validated before it is actually used to make hiring decisions. However, validation 
studies are expensive if they are conducted properly. The validation process becomes even 
more expensive if questions of discrimination arise. In such instances, the organization is 
expected to validate its selection devices separately for members of majority and minority 
groups. 
  Despite the potentially staggering costs associated with employment tests, many more 
than pay for themselves through increased efficiency in selection. In addition, research 
suggests that contrary to a perception that applicants avoid applying for jobs that involve 
extensive testing, applicant withdrawal from any given selection system is unrelated to the 
presence of testing. 36  

 1.  Excessive talking by the interviewer that limits the amount of job-related information 
obtained from interviewees.

 2.  Inconsistency in the questions used with applicants, which results in different types of 
information being gathered from each applicant.

 3.  Asking questions that are either unrelated or only slightly related to performance on the job.
 4.  Inability to put the interviewee at ease during the interview, making it difficult to gather 

spontaneous or follow-up information.
 5.  Overconfidence in the interviewer’s ability to evaluate applicants, which results in hasty 

decisions.
 6.  Stereotyping applicants and allowing personal bias to influence evaluations.
 7.  Being influenced by the nonverbal behavior of applicants.
 8.  Rating many applicants the same in evaluations, such as superior (leniency error), average 

(central tendency error), or poor (stringency error).
 9.  Allowing one or two either good or bad characteristics of an applicant to influence the 

evaluation of all other characteristics (halo effect).
 10.  Allowing the quality of the applicants who preceded the present applicant to influence the 

ratings of the present applicant (contrast effect).
 11.  Making an evaluation of the applicant within the first minutes of the interview (first 

impression error).
 12.  Favorably evaluating an applicant because he or she is similar to the interviewer in some way 

(similar-to-me error).

EXHIBIT 8–5 
Errors That 
Can Occur in 
the Employment 
Interview

Source: From GATEWOOD. 
Human Resource Selection, 4e. 
© 1998 South-Western, a part 
of Cengage Learning, Inc. 
 Reproduced by permission. 
HYPERLINK “http://www. 
cengage.com/permissions” 
www.cengage.com/permissions.
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  Various kinds of tests can be used for selecting employees. The type of test that is 
 ultimately used will depend on a number of factors, including the budgetary constraints of 
the organization, the complexity and difficulty of the job, the size and quality of applicant 
populations, and of course the knowledge, skills, abilities, and other characteristics 
 required by the job. In the following sections, several of the more common categories of 
selection tests will be described. 

 Job Sample Performance Tests 
 A job sample performance test requires the applicant to actually do a sample of the work 
that the job involves in a controlled situation. Examples of performance tests include: 

 • Programming test for computer programmers. 

 • Standard driving course for delivery persons. 

 • Standardized typing, word processing, or spreadsheet applications problems for admin-
istrative assistants. 

 • Auditions used by a symphony orchestra or ballet company. 

 • Simulated “in basket” tests for managers. A standardized set of memos, e-mails, requests, 
phone calls, and so on is given to the applicant, who must respond to them as she or he 
would if the work were real. 

  Variations of these job sample performance tests are used in many organizations. 
 Applicants are frequently asked to run the machines they would run if they got the job. 
Then the quantity and quality of their work are systematically graded and compared with 
the work of other applicants. 
  Over a large number of selection situations, job sample performance tests have demon-
strated some of the highest validities of all selection tests. The presumed superiority of 
these tests over other types of selection tools lies in their direct and obvious relationship 
with performance on the job. However, for this relationship to actually exist, the content of 
the job must be well documented through job analyses. Care must be taken not to confuse 
face validity with actual validity. Face validity is how good a test looks for a given situa-
tion. Many tests that are valid also look valid, but that is not always the case. Sometimes a 
test that appears to have no logical relationship to a particular job may prove to be a valid 
predictor of performance on that job. Nonetheless, job sample tests are a proven method of 
selection in many organizations. 

 Cognitive and Mental Ability Tests 
 Over the years, researchers have identified a large number of specific mental abilities for 
which selection tests are now available. Perhaps the two best known cognitive abilities are 
math and verbal. These form the basis for tests such as the Scholastic Aptitude Test (SAT) 
and the Graduate Record Examination (GRE), to name two. Verbal and math abilities are 
also measured by a variety of tests developed specifically for use in human resource selec-
tion. Still other tests that measure these abilities were developed for use in other areas of 
psychology but now have been successfully adapted to selection. 

  Wechsler Adult Intelligence Scale  The Wechsler is a comprehensive paper-and-pencil 
test of 14 sections grouped into two scores. The verbal score includes general information, 
arithmetic, similarities, vocabulary, and other items. The performance score includes pic-
ture completion, picture arrangement, object assembly, and similar items. 

  Wonderlic   Personnel Test    The Wonderlic uses a variety of perceptual, verbal, and arith-
metical items that provide a total score. (Other well-known tests include the Differential 
Aptitude Test, the SRA Primary Mental Abilities Test, and multiple aptitude tests.) 
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234  Part Two  Acquiring Human Resources

  California Test of Mental Maturity (Adult Level)    This is a test of mental ability ad-
ministered to groups and scored by machine. Scores are developed from a series of short 
tests on spatial relationships, verbal concepts, logic and reasoning, numerical reasoning, 
memory, and others. The scores are converted to IQ equivalents, and profiles are developed 
for analyzing performance. 

  Other Cognitive Tests  There are numerous other examples of cognitive tests that have 
been used successfully in selection but may not be as well known as measures of verbal 
and math ability or general intellectual ability. For example, Exhibit 8–6 shows an excerpt 
from a test called the  Minnesota Paper Form Board Test  (MPFB), which is a measure of 
spatial relations.  Spatial relations  refers to an ability to visualize things on paper as they 
might appear in actual three-dimensional space. An architect or draftsperson must be able to 
look at a set of blueprints and clearly know what the actual object (building, house, bridge, 
etc.) will look like. Similarly, pilots must be able to quickly orient themselves even when 
they are flying other than straight and level with the ground. Tests of spatial relations have 
proved effective for these and certain other jobs. 
   Clerical aptitude  is still another cognitive ability that has proved useful in selecting 
people for a wide array of jobs. Exhibit 8–7 is the first page of the Minnesota Clerical Test, 
one of the more popular measures of clerical aptitude. This test requires applicants to rap-
idly check numbers and names for accuracy. The ability to rapidly compare entries such as 
these is a good predictor of many types of job performance, especially in secretarial and 
clerical jobs. 

 Psychomotor Ability Simulations 
 There are a number of tests that measure an applicant’s psychomotor abilities, although 
these are not as popular as they once were. They include choice reaction time, speed of 
limb movement, and finger dexterity. One of these is the O’Connor Finger and Tweezer 
Dexterity Test (see Exhibit 8–8). The person being tested picks up pins with the tweezer 
and row by row inserts them in the holes across the board with the hand normally used. 
These tests are used for positions with high manual requirements, such as assembling radio 
or TV components and watches. 

A

C

E

B

D

8

EXHIBIT 8–6 
Excerpt from Revised 
Minnesota Paper 
Form Board Test

Source: Minnesota Paper Form 
Board Test, Revised. Copyright 
© 1995 NCS Pearson, Inc. 
 Reproduced with permission. 
All rights reserved. 

“Revised Minnesota Paper Form 
Board Test” is a trademark, in 
the US and/or other countries, 
of Pearson Education, Inc. or its 
affiliate(s).
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MINNESOTA CLERICAL TEST
(formerly the Minnesota Vocational Test for Clerical Workers)

by Dorothy M. Andrews, Donald G. Patterson, and Howard P. Longstaff

Name _______________________________ Name _______________________________
TEST 1-Number Comparison TEST 2-Name Comparison

Number Right________________________ Number Right________________________
Number Wrong ______________________ Number Wrong ______________________
Score = R – W________________________ Score = R – W________________________
Percentile Rating _____________________ Percentile Rating _____________________
Norms Used _________________________ Norms Used _________________________

INSTRUCTIONS
On the inside pages there are two tests. One of the tests consists of pairs of names and the
other of pairs of numbers. If the two names or the two numbers of a pair are exactly the
same make a check mark (�) on the   line between them: if they are different, make no mark
on that line. When the examiner says “Stop!” draw a line under the last pair at which you
have looked.

Samples done correctly of pairs of Numbers
79542 79524

1234567 √ 1234567

Samples done correctly of pairs of Names
John C. Linder John C. Lender

Investors Syndicate √ Investors Syndicate

This is a test for speed and accuracy. Work as fast as you can without making mistakes.
Do not turn this page until you are told to begin.

EXHIBIT 8–7

Source: Minnesota Clerical Test. 
Copyright © 1979 NCS Pearson, 
Inc. Reproduced with permission. 
All rights reserved.

EXHIBIT 8–8 
O’Connor Finger and 
Tweezer Dexterity 
Test Equipment

     Personality Inventories and Temperament Tests 
 Potentially, the least reliable of the employment tests are instruments that attempt to mea-
sure a person’s personality or temperament. One of the most frequently used inventories is 
the Minnesota Multiphasic Personality Inventory. Other paper-and-pencil inventories are 
the California Psychological Inventory, the Minnesota Counseling Inventory, the Manifest 
Anxiety Scale, and the Edwards Personal Preference Schedule. 
  A more optimistic picture of the value of personality inventories comes from efforts to 
specifically construct a measure for a particular job. That is, some of the disappointing 
 results previously obtained with personality inventories in selection could be attributed to a 
mismatch between the test and the situation in which it was being used. 37  When personality 
tests are constructed to measure work-related characteristics such as achievement and 
 dependability, they can show good validities. 38  
  This is the case with the Big Five personality dimensions (mentioned earlier in the 
chapter). A growing consensus from research over the past 25 years suggests that the Big 
Five personality dimensions—extraversion, emotional stability, agreeableness, openness to 
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experience, and conscientiousness—can explain accurately a substantial portion of human 
behavior at work. For example, extraverted individuals are outgoing, social, assertive, talk-
ative, and active and tend to perform well in managerial and sales roles. 39  Another dimen-
sion, conscientiousness, which is the tendency to be dependable, organized, and 
responsible, is a strong predictor of job performance across a wide variety of jobs. In other 
words, job candidates who are conscientious are more likely to perform well after they are 
hired compared with those who are not as organized or responsible. 40  Depending on the 
type of position to be filled, a thorough selection process could assess candidates’ scores 
on all or some of the Big Five personality factors and combine the results with other selec-
tion methods such as a cognitive ability test and a structured interview. 
  A different approach, not as direct as the self-reporting inventory, utilizes projective 
techniques to present vague stimuli. The reactions provide data on which psychologists 
base their assessment and interpretation of a personality. The stimuli are purposely vague 
to reach unconscious aspects of the personality. Many techniques are used. The most com-
mon are the Rorschach Inkblot Test and the Thematic Apperception Test. 
  The Rorschach Inkblot Test was first described in 1921. The test involves 10 cards, on each 
of which is printed a bilateral symmetrical inkblot similar to that illustrated in Exhibit 8–9. 41  
      The person responding is asked to tell what he or she sees in the inkblot. The examiner 
keeps a verbatim record of the responses, the time taken to make the responses, emotional 
expressions, and other incidental behavior. Then a trained interpreter analyzes the data and 
reaches conclusions about the personality patterns of the person being examined. 

 Polygraph and Honesty Tests 
 Another method currently used by some employers to test employees is the polygraph, 
sometimes erroneously called a  lie detector . The polygraph is an instrument that records 
changes in breathing, blood pressure, pulse, and skin response associated with sweating of 
palms, and then plots these reactions on paper. The person being tested with a polygraph 
attached is asked a series of questions. Some are neutral, to achieve a normal response; 
others are stressful, to indicate a response made under pressure. Thus, the applicant may be 
asked, “Is your name Smith?” Then, “Have you ever stolen from an employer?” 
  Although originally developed for police work, the polygraph had become an extremely 
popular selection tool by the mid-1980s. It has been estimated that, prior to 1988, nearly 2 
million polygraph tests had been administered each year by private employers in the United 
States. 42  This popularity was understandable because on-the-job crime had increased tremen-
dously; it was estimated that dishonest employees cost employers as much as $994 billion in 
2008 in embezzlement and other acts of dishonesty. 43  Since a polygraph will cost only about 
$25, it seems like a small investment to help reduce dishonesty in the workplace. 

EXHIBIT 8–9 
Inkblot of the Type 
Employed in the 
Rorschach Technique

HRMemo 
Companies like 
Southwest Airlines use 
a popular personality 
test, the Myers-Briggs 
Type Indicator, to 
measure four qualities 
of an employee’s 
personality: 
introversion/
extroversion, 
sensing/intuition, 
thinking/feeling, 
judging/perceiving. 
Scores are used in a 
variety of ways, 
including matching 
people with careers, 
team building, 
organizational 
change, and 
leadership 
development.

Sources: Margery 
Weinstein (2008), 
“Personality Assessment 
Soars at Southwest,” 
Training, Vol. 45, Iss. 1, 
p. 14; Karin Garrety, Richard 
Badham, Viviane Morrigan, 
Will Rifkin, and Michael 
Zanko (2003), “The Use 
of Personality Typing in 
Organization Change: 
Discourse, Emotions and 
the Refl exive Subject,” 
Human Relations, Vol. 56, 
Iss. 2, pp. 211–35.
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  In recent years, objections have been raised to the use of the polygraph in personnel 
selection. There are concerns that it is an invasion of an applicant’s privacy and that its use 
can lead to self-incrimination, which would be a violation of the Fifth Amendment to the 
Constitution. However, the most serious question concerning the polygraph was whether it 
was, in fact, a reliable and valid method for predicting on-the-job dishonesty. In a recent 
quantitative review of polygraph tests, it was reported that electrodermal measures 
 correctly identified 76 percent of participants with concealed knowledge, indicating that 
24 percent of subjects were able to conceal information without detection. 44  A meta- analytic 
review of 80 laboratory research studies found that electrodermal measures are valid and 
can be used to differentiate between individuals with guilty knowledge and those who do 
not have that knowledge. 45  
  These concerns became serious enough that the federal government passed the 
  Employee Polygraph Protection Act  of 1988. This legislation has made it illegal for 
most private organizations to use the polygraph as a selection device. Government agencies 
and certain contractors for the Department of Defense and the Department of Energy are 
exempt from the act. In addition, private employers whose business involves security and 
controlled substances are also allowed to continue using the polygraph. Finally, it is still 
legal to use the polygraph as a part of an ongoing investigation of dishonesty as long as the 
individual employee’s rights are safe-guarded. 46  
  Organizations searching for an alternative to the polygraph are increasingly turning to 
paper-and-pencil tests of honesty. The two most common types of preemployment honesty 
tests are overt integrity tests and personality-based integrity tests. 47  Overt integrity tests ask 
more direct questions to assess dishonest behavior, as well as gather a history of theft and 
other illegal activities. Used in several professions like law enforcement, child care, and 
retail, integrity tests are currently being used by AT&T to screen candidates who are apply-
ing to work for one of the company’s 2,200 retail stores.48 In comparison, personality-
based integrity tests attempt to assess an individual’s predisposition toward deviant and 
disruptive behavior. 49  AT&T also uses this broader personality measure to assess whether 
candidates are going to succeed as salespeople in their retail stores.50 Although some critics 
believe that preemployment honesty tests generate an unacceptable level of false positive 
results (i.e., a job candidate is incorrectly classified as a potential thief when, in fact, he or 
she is not), 51  several researchers have provided evidence that certain honesty tests have 
 acceptable levels of validity and reliability. For example, a comprehensive meta-analysis 
on over a half million subjects reported that honesty tests are valid for predicting counter-
productive behaviors on the job such as theft, disciplinary problems, and absenteeism. In 
addition, this study reported that job candidate scores on honesty tests could also be used 
to predict future supervisory ratings of job performance. 52  

 Step 4: Reference Checks and Recommendations 
 If you have ever applied for a job, you were probably asked to provide a list of people 
whom the organization could contact to get information about you. These references might 
have been work-related (such as a former supervisor or co-worker), or they might have 
been personal (such as friends, clergy, or family members). In either case, to the extent that 
you could, you provided the organization with a list of people who you believed would 
generally speak favorably about you. Rarely, when given the opportunity, does someone 
knowingly include the name of a reference who will give a negative impression to the new 
organization. 
  This built-in bias in favor of the applicant is precisely the reason why general references 
seldom provide an organization with meaningful information about applicants. Equally 
 important, however, are genuine concerns over the legality of providing such information. 
Giving out confidential information about a former employee could be construed as a 
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 violation of the employee’s right to privacy, and giving a negative recommendation opens 
the reference up to a defamation lawsuit. 53  Most reasonable people would agree that manag-
ers should not be allowed to lie about a former employee or to be malicious while providing 
reference information. On the other hand, not all references can be positive, and managers 
should not have to fear being sued simply for being honest about a former employee. 
  In any event, fears of being sued have led many managers to refuse to provide references 
for former employees. The trend in this direction has also caused organizations to include 
explicit statements in their employee handbooks about corporate policies on checking refer-
ences. Rather than risk a lawsuit, managers are instructed to give out only verifiable kinds of 
information such as dates of employment and job title. Under these circumstances, it is 
 almost certain that references will be of little or no value to the hiring organization except as 
a check on the accuracy of information contained on the application blank. 
  Organizations must also be wary of any policy that suggests that all references should 
be neutral in nature. Employment attorneys are cautioning organizations to be aware of a 
new problem which they are labeling “negligent referrals.” If an organization is aware of 
important negative information about a former employee and fails to reveal this informa-
tion during an inquiry by a prospective employer, it might find itself in “legal hot water.” 54  
At the present time, the legal status surrounding reference-checking and providing recom-
mendations is just not clear at all. 
  Perhaps because references have become such dangerous business, at least 32 states 
have passed laws that give managers some immunity from being sued for providing good-
faith, job-related information about their employees. 55  Most of these laws are, however, too 
new to determine whether they will be effective. 

 Step 5: Selection Decision 
 Upon completing Steps 1–4 of the selection process as illustrated in Exhibit 8–2, typically 
two or three job candidates emerge as finalists for the position. At this point, the hiring 
manager needs to decide which of these finalists should receive the offer of employment. 
In general, the offer is extended to the individual who seems to represent the best fit for the 
job and the organization. In addition to these two criteria, hiring managers also like to 
choose candidates who project a high level of motivation. 
  There are two major approaches used by organizations to arrive at the selection 
 decision: the multiple-hurdle approach and compensatory model. 56  The  multiple-hurdle 
 approach  is the process of reaching a selection decision by requiring job candidates to 
meet basic minimum requirements on each stage of the process. In order to be a finalist, a 
candidate would have to pass every hurdle (preliminary screening, interview, employment 
test, etc.) in the selection process. Alternatively, organizations can use a  compensatory 
model  in which the selection decision is based on a process in which a very high score on 
one of the selection tests (e.g., work sample) can make up for a low score on another test 
(e.g., interview). 57  In other words, a candidate may achieve high scores on a work sample 
test where he repairs an aircraft engine within an allotted amount of time, but he did not do 
well in the interview due to shyness. Under the compensatory model of selection, he would 
still  receive a job offer if he did the best job on the work sample test. See Exhibit 8–10 for 
a comparison of selection methods. 
  Once the decision is made as to whom to offer the job, the organization must commu-
nicate the decision to the “winning” candidate. The organization should put the offer in 
writing, which typically includes salary, benefits, start date, job responsibilities, and other 
important details about the job. Also, the letter should include a deadline of two weeks or 
so for the candidate to respond to the offer of employment in writing or the offer will no 
longer be valid. The hiring manager, with the assistance of the HR department, should stay 
in touch with the candidate to see if any additional information or negotiation is needed to 

HRMemo A 2010 
survey found that 
70 percent of 
recruiters, HR 
professionals, and 
hiring managers have 
rejected job seekers 
because of what they 
found on their social 
networking pages. 
By tapping into the 
job hunter’s online 
networks at Twitter, 
LinkedIn, and 
Facebook, recruiters 
are saving time and 
money in the 
recruitment process. 
Job hunters should 
consider removing 
information and 
photos from their 
Facebook page, and 
so on that could be 
seen in a negative 
light.

Source: Dori Meinert 
(February 2011), “Seeing 
Behind the Mask,” HR 
Magazine, Vol. 56, Iss. 2, 
pp. 31–32; Anjali Athavaley 
(September 27, 2007), 
“Job References You Can’t 
Control,” The Wall Street 
Journal, p. D1.
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EXHIBIT 8–10 Comparison of Selection Methods

Sources: Adapted from Herbert G. Heneman III and Timothy A. Judge (2009), Staffing Organizations, 6th ed. (Boston: McGraw-Hill/Irwin), p. 395; Brian S. O’Leary, Mary 
Lou Lindholm, Richard A. Whitford, and Stephen E. Freeman (2002), “Selecting the Best and Brightest: Leveraging Human Capital,” Human Resource Management, Vol. 41, 
Iss. 3, pp. 325–40; Frank Schmidt and John E. Hunter (1998), “The Validity and Utility of Selection Methods in Personnel Psychology: Practical and Theoretical Implications 
of 85 Years of Research Findings,” Psychological Bulletin, Vol. 124, Iss. 2, pp. 262–74.

Selection Method Frequency of Use Cost to Administer Validity

Job Sample Performance Test Moderate High .54
Interview (structured) High Moderate .51
Cognitive/Mental Ability Test Moderate Moderate .51
Personality Test (Integrity) Moderate Moderate .41
Interview (unstructured) High Moderate .38
Assessment Center Moderate High .37
Application Blank (biographical information) Low High .35
Personality Test (Conscientiousness) Low Moderate .31
Reference Checks High Moderate .26
Application Blank (education level) High Low .10

finalize the process. If the individual rejects the offer, then a counteroffer can be made or 
an offer can be extended to the runner-up candidate. Once an offer is accepted, it is impor-
tant for the HR department to notify the other job candidates (especially if they are internal 
to the organization) that the position has been filled and why they were not chosen. 58  

 Step 6: Physical Examinations 
 Careful adherence to the Americans with Disabilities Act indicates that physical examinations 
can be used to screen out unqualified individuals but generally should be required only after a 
conditional offer of employment has been made. However, if an organization is going to use 
such examinations, all individuals who are conditionally offered employment should be 
 required to have one. These requirements do not mean that an organization must hire an indi-
vidual with a disability if that person cannot perform the essential functions of the job. They 
do, however, help protect the rights of individuals with disabilities who are qualified. 59  

 A Note on Drug Testing 
 Perhaps no other selection practice elicits a more emotional reaction than an organizational  
  drug-testing program  .  A survey by the American Management Association indicates, 
however, that approximately 62 percent of American corporations are using drug tests. 60  
Based on a survey that the Society for Human Resource Management conducted with 454 
of its members, drug testing is typically conducted during pre-employment testing, after 
employment when there is suspicion of a problem (e.g., an accident), at random, or follow-
ing a positive result. 61  Moreover, the Department of Transportation mandates both drug 
and alcohol testing for employers who have employees in safety-sensitive transportation 
jobs such as pilots, truck drivers, and railroad conductors.62 This testing policy covers 
 approximately 10 million workers. 63  
  Why is there such a strong emphasis on alcohol and substance abuse in the workplace? 
Consider the following statistics compiled from a number of sources by the U.S. Depart-
ment of Labor. In 2007, it was estimated that there were 17.4 million illicit drug users in the 
United States and three-fourths of these individuals were employed either full- or part-time. 
Moreover, 13.1 and 44.0 million employed Americans reported being either heavy drinkers 
or binge drinkers (i.e., five or more drinks on one occasion), respectively. 64  Alcohol abuse 
costs U.S. corporations 500 million lost days each year. 65  Coupled with estimated losses of 
$120 billion annually attributable to drug abuse, 66  the costs to business are staggering. 

HRMemo In a 
Gallup poll 
 commissioned by 
the Institute for a 
Drug-Free Workplace, 
a signifi cant majority 
of Americans 
supported drug 
testing as a condition 
of employment for all 
surveyed occupations. 
The greatest need 
was perceived for 
occupations entrusted 
with the safety of 
others such as airline 
pilot, doctor, and 
school bus driver.

Source: http://www.
drugfreeworkplace.org.
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  The reliability of drug tests is, however, a major concern for at least two reasons. First, 
even when a particular drug test is deemed very accurate if typical employment test standards 
are applied, there is a potential for the test to yield a questionably high number of false 
positives—the test indicates that the applicant is using illegal drugs when in reality he or 
she is not. 67  Second, the personal consequences of being falsely labeled as a drug user are 
more severe than those of a false positive on other types of selection tests—a math test, for 
example. In the former case, the implication is that the applicant has broken the law; in the 
latter case, the implication is simply that the applicant has more math ability than he or she 
has in reality. 
  Also, the legality of drug-testing programs has not been universally established, al-
though many organizational programs have withstood challenges in court. Thus, it is not 
possible to determine whether any particular drug-testing program that doesn’t fall under a 
federal mandate will, in fact, be legal. However, the best guess is that most good-faith drug 
testing programs will be legally acceptable if the organization has taken steps to: 

 • Inform all job applicants of the organization’s drug-testing screening program. 

 • Establish a high-quality control testing procedure with a reliable testing laboratory. 

 • Perform any drug tests in a professional, nonthreatening manner. 

 • Keep all results confidential. 

 Selection of Managers 

 The particular types of employment tests that are used in an organization vary with the 
type of employee being hired. Many of the techniques that have been discussed in this 
chapter (the interview, for example) are common to most occupations. Others, such as 
cognitive ability testing, are used with a wide assortment of jobs and occupations ranging 
from blue-collar to managerial positions. However, because of the costs associated with a 
bad decision and the complexities of managerial work, organizations frequently expend 
more time, effort, and money hiring middle- to upper-level executives than they spend 
hiring for positions lower on the organizational chart. One of the best-known multiple 
selection methods used for these purposes is the  assessment center . The assessment 
center was first used by the German military in World War II. The Office of Strategic 
Services (OSS) in the United States began to use it in the mid-1940s. American Telephone 
and Telegraph Company (AT&T) introduced the assessment center to the world of busi-
ness in the 1950s. Since 1956, AT&T has used assessment centers to evaluate more than 
200,000 prospective and current employees. 68  
  An assessment center uses a wide array of methods, including several interviews, work 
samples and simulations, and many kinds of paper-and-pencil tests of abilities and 
 attitudes. 69  Exhibit 8–11 presents briefly a typical 2½-day assessment center schedule. 
  Most assessment centers are similar in a number of areas: 

 1. Groups of approximately 12 individuals are evaluated. Individual and group activities 
are observed and evaluated. 

 2. Multiple methods of assessment are used—interviewing, objective testing, projective 
testing, games, role-playing, and other methods. 

 3. Assessors are usually a panel of line managers from the organization. They can, how-
ever, be consultants or outsiders trained to conduct assessments. 

 4. Assessment centers are relevant to the job, and thus have high appeal because of this 
relevance. 
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  As a result of assessees participating as part of a group and as individuals—completing 
exercises, interviews, and tests—the assessors have a large volume of data on each individual. 
Individuals are then evaluated on a number of dimensions, such as organizational and planning 
ability, decisiveness, flexibility, resistance to stress, poise, and personal styles. 
  The raters’ judgments are consolidated and developed into a final report. Each assessee’s 
performance in the center can be described if the organization wants this type of report. 
 Portions of the individual reports are fed back to each assessee, usually by one or more 
members of the assessment team. 
  Because it is an integrated attempt to measure a variety of characteristics of managers, 
the assessment center report permits the organization to make a number of determinations 
about human resources: 

 • Qualifications of individuals for particular positions. 

 • Promotability of individuals. 

 • How individuals function in a group. 

 • Type of training and development needed to improve behaviors of individuals. 

 • How good assessors are in observing, evaluating, and reporting on the performance of 
others (assessees). 

  Overall, the results of research on assessment centers have indicated that they are a 
valid way to select managers 70 —but they are not without disadvantages. Generally speak-
ing, well-designed assessment centers are a relatively expensive way to hire managers. As 
such, they are not a reasonable alternative for many smaller organizations. Moreover, there 
are circumstances in which less costly and less administratively complicated techniques 
are just as effective in managerial selection. 71  Therefore, they are frequently not the tech-
nique of choice even for organizations that have the resources to utilize them. 

EXHIBIT 8–11
Assessment Center 
Schedule (2½ Days)

Day 1

A.  Orientation of 
approximately 12 ratees.

B.  Break up into groups 
of four or six to play 
management simulation 
game. (Raters observe 
planning ability, 
problem-solving skill, 
interaction skills, 
communication ability.)

C.  Psychological testing— 
Measure verbal and 
numerical skills.

D.  Interview with raters. 
(Ratees discuss goals, 
motivation, and career 
plans.)

E.  Small-group discussion of 
case incidents. (Raters 
observe confidence, 
persuasiveness, 
decision-making 
flexibility.)

Day 2

A.  Individual decision-making 
exercise—Ratees are 
asked to make a decision 
about some problem that 
must be solved. (Raters 
observe fact-finding skills, 
understanding of problem-
solving procedures, and 
propensity for taking risks.)

B.  In-basket exercise. (Raters 
observe decision making 
under stress, organizing 
ability, memory, and 
ability to delegate.)

C.   Role-playing of 
performance evaluation 
interview. (Raters observe 
empathy, ability to react, 
counseling skills, and 
how information is used.)

D.   Group problem solving. 
(Raters observe leadership 
ability and ability to work 
in a group.)

Day 3

A.  Individual case analysis 
and presentation. (Raters 
observe problem-solving 
ability, method of 
preparation, ability to 
handle questions, and 
communication skills.)

B.  Evaluation of other ratees. 
(Peer evaluations.)
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  HR Challenge   (continued from page 218)

 What did Clark Kirby do? He didn’t have the resources or time to hire all 596 employees. 
Besides, he believed that operating managers should participate in decisions. So his strat-
egy was to hire the managers first. Then he had the managers help screen and hire the 
clerical and semiskilled employees. 
  As far as selection objectives were concerned, Clark accepted the home office’s objec-
tives: to hire the employees who were most likely to be effective and satisfied. He accepted 
the job specifications for the most similar positions he could find in the Chicago plant. 
These specifications listed minimal requirements in education and experience for managers 
and professional and technical employees. For clerical employees, the emphasis was on 
minimal experience plus scores on performance simulation tests. For skilled and semiskilled 
employees, the job specifications also included minimal experience and test scores on 
 performance simulation tests. 
  Clark decided that because of time pressures and the nature of the different jobs, he 
would use the following selection process. 

 • Managers: screening interview, application blank, interview, reference check. 
 • Professional and technical: screening interview, application blank, interview, reference 

check. 
 • Administrative assistant: screening interview, application blank, interview, tests. 
 • Skilled: screening interview, application blank, tests, and interviews for marginal 

applicants. 
 • Semiskilled: screening interview, application blank, tests, and interviews for marginal 

applicants. 

  Clark and Ed hired the managers. Clark himself hired the professionals. While these 
groups were being hired, an HR specialist administered the tests to the clerical employees 
and supervised the reference checks for the managers and professionals. The HR specialist 
hired the clerical employees with help from the managers and professionals for the clerical 
personnel who were to be under their direct supervision. 
  Then Clark and the HR specialist administered the tests to skilled and semiskilled 
 employees. Clark hired the clearly well-qualified semiskilled employees, except in marginal 
cases. Candidates received a review and were interviewed by the managers to whom they 
would report. A similar process was used to hire the semiskilled employees. Since there 
were few choices among professional-technical and skilled employees, it was more efficient 
not to involve the new managers. 
  Several problems developed. Clark and Ed had no trouble agreeing on 20 manage-
rial candidates. But in 18 additional cases, Clark felt he had found better candidates, 
whereas Ed wanted more Chicago people whom he knew. Among Clark’s choices were 
many more qualified minority and female managerial candidates than Ed wanted to 
 accept. In the end, they compromised: Ed gave up half his choices to Clark, and Clark 
did likewise. 
  There were also problems in the skilled professional categories. These people gener-
ally wanted more pay than the budget called for. And the last 20 percent hired were 
somewhat below minimal specifications. Clark appealed for a bigger budget, given 
these conditions. The home office gave him half of what he needed. He had to gen-
erate the other half by paying less for the bottom 20 percent of the semiskilled and 
clerical  employees. Clark alerted Ed to the probable competence problem, promising 
that he’d begin developing a list of qualified applicants in these categories in case they 
were needed. 
  In sum, Clark hired the people needed within the adjusted budget, on time, and gener-
ally with the required specifications. He was able to make a contribution to equal employ-
ment opportunity objectives by hiring somewhat more minorities and women than the 
total population, less than he wanted, but more than Ed wanted. 
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 Cost–Benefit Analysis for the Selection Decision 

 Once an organization has made a commitment to investigate what types of selection 
 devices it will use, it must attempt to evaluate whether its efforts will be worthwhile. 
 Ultimately, a large part of the answer to this question involves the utility of the selection 
process.  Utility  refers to the degree to which using a selection system improves the quality 
of the individuals being selected by the organization. 72  
  Utility has two related components.  Statistical utility  is the extent to which a selection 
technique allows an organization to better predict who will be successful.  Organizational 
utility , which is dependent, in part, on statistical utility, is a matter of costs and benefits. In 
other words, answering the question whether the selection system should be developed and 
used is ultimately an issue of whether it saves the organization more money than it costs. 
  Generally speaking, an analysis of the costs versus the benefits of selection requires 
estimates of the direct and indirect costs associated with the selection system. Direct costs 
include such things as the price of the tests, the salary paid to an interviewer, and the equip-
ment used in a work sample test. Indirect costs include changes in public image associated 
with implementing procedures such as drug testing. 
  The organization must also estimate how much money it will save by hiring more quali-
fied employees using the selection system. These savings can come from improved out-
comes such as higher levels of quality or quantity of output, reduced absenteeism, lower 
accident rates, and less turnover. 
  Sometimes, when an organization’s managers see how costly systematic selection can be, 
they wonder whether it will ever have benefits. The answer to this basic question depends on 
many factors. But valid selection procedures can yield enormous benefits, especially in situ-
ations where the direct and indirect costs of hiring a poor performer are high. Imagine the 
costs associated with a single wrong hiring decision when airlines are selecting pilots. Pilot 
errors can cost the company millions of dollars in destroyed or damaged equipment, and no 
amount of money can offset the potential loss of human life that may be involved. 
  One final note about selection and a cost–benefit analysis of it—the way that an organi-
zation hires employees is directly tied to other human resource programs. Perhaps the most 
important linkage is with training. Many trade-off decisions must be made between selec-
tion and training. At the very least, the organization should realize that putting more money 
into selection can significantly reduce the amount of money it must spend on training, 
 especially if the increased commitment to selection allows the organization to hire a more 
capable workforce. 

  Summary    This chapter has explained what is involved in making effective selection decisions. The 
basic objective of selection is to obtain the employees who are most likely to meet the or-
ganization’s standards of performance and who will be satisfied and developed on the job. 

  To summarize the major points covered in this chapter:  

  1. Selection is influenced by environmental characteristics: whether the organization is 
public or private, labor market conditions and the selection ratio, union requirements, 
and legal restrictions on selection. 

  2. Reasonable criteria for the choice must be set prior to selection. The best way to iden-
tify these criteria is through thorough job analysis. 

  3. The typical selection process can include up to five steps: 

  a.  Preliminary screening with an application blank and a brief interview. 

  b.  Employment interviews. 
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  c.  Employment tests. 

  d.  Reference checks and letters of recommendation. 

  e.  Physical examination as a part of a conditional job offer. 

  4. For more important positions (measured by higher pay and responsibility), the selec-
tion decision is more likely to be formalized and to use more selection techniques. 

  5. Many organizations prefer to select people already in the organization instead of out-
side candidates. 

  6. The accuracy of selection decisions can often be increased if both HR professionals 
and operating managers are involved in hiring. 

  7. Using a greater number of accepted methods to gather data for selection decisions in-
creases the number of successful candidates selected. 

  8. Larger organizations are more likely to use sophisticated selection techniques. 

  9. For more measurable jobs or for those lower in the hierarchy, tests can be used more 
effectively in the selection decisions. 

  10. A selection system will make some mistakes; and even if the most able applicant is 
chosen, there is no guarantee of successful performance on the job. 

  11. Accurate selection tests are a major tool in helping organizations avoid the costs of 
poor performance; they also help ensure that an organization is hiring people in 
 legally acceptable ways. 

 Key Terms  assessment center,  
p. 240  
 biographical information 
blank (BIB),  p. 227  
 construct validity, 
p. 224   
 content validity,  p. 224  

  1. To what degree does high unemployment and an economic recession in the United 
States affect companies’ selection decisions?  Explain.

  2. Why should a selection method be both valid and reliable? What could happen legally 
if a company uses a selection method that lacks these characteristics? 

  3. Why are structured interviews considered to be superior to unstructured interviews? 
Explain. 

  4. What are some errors that an interviewer may commit? Describe them and any poten-
tial legal implications of committing these errors. 

  5. Describe the two types of paper-and-pencil honesty tests. Should your organization 
make job applicants complete one? Why or why not? 

  6. Why do you think that conscientiousness, one of the Big Five personality dimensions, 
is such a good predictor of successful job performance across most occupations? 
 Explain your answer. 

  7. What advice would you give to an applicant who is about to go through a two-day 
 assessment center? How can she prepare? 

  8. What is the current status of drug testing in American organizations? Do you think 
drug testing is justifiable? Why? 

 criterion-related validity, 
 p. 224  
 drug-testing program, 
 p. 239  
 Employee Polygraph 
Protection Act,  p. 237  
 reliability,  p.   223

 selection,  p.   218
 structured interview,  
p. 228  
 utility,  p. 243  
 validity,  p. 223  
 weighted application 
blank,  p. 228  

 Questions for 
Review and 
Discussion 
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Purpose
 As Application Case 8–2 discusses, many organizations are using online résumé screening 
software to sift through thousands of résumés to determine which candidates can move 
on to the next step in the selection process. Ultimately, job candidates have to get over 
this first hurdle before they can get hired. So, the better a job seeker’s online résumé, the 
better the chances of getting hired. 

  Group Size 
 To be performed individually.  

  Time Required 
 Approximately 1 hour.  

  Other 
 Internet connection and search engine needed.  

  Exercise Part I 
 Using your favorite search engine, visit three to four online job search websites (e.g., 
 www.monster.com ,  www.careerbuilder.com ,  www.hotjobs.com ) and search for informa-
tion and instructions regarding how to post a résumé online.  

  Part II 
 Using the information you learned from Part I, create or edit your résumé so that it can be 
posted onto one of the online job search sites above (or, use another online job search 
website).  

  Part III 
 Visit one of the online websites and post your résumé. Be sure to print a copy of the listing 
to show your instructor. 

  Source : Konopaske and Ivancevich (copyright 2005).   

EXERCISE 8–1 
Posting Your 
Résumé Online

Application Case 8–1 

 Internet-Based Reference Checks: A New Approach 
 The Society for Human Resource Management (SHRM) advocates reference checks to help 
complete the picture of the job candidate. Reference checking is typically done by tele-
phone and usually takes about 45 minutes per reference for an HR representative or hiring 
manager to complete. However, the process of reference checking can be fraught with 
problems and inaccuracies. For example, only cursory information may be gathered, and 
rarely from anyone who has actually worked with the candidate in question. Only one or 
two references are typically contacted, and the HR representative may neglect to use a 
process that is consistent from candidate to candidate, even for the same position. Because 
it is primarily a manual process, documentation of the results is subject to human and data 
entry error. For these reasons, perhaps, research has shown reference checks to be ranked 

  9. What is the Employee Polygraph Protection Act? What alternatives to polygraphs are 
organizations using? Are these alternatives effective? 

  10. Assume that a job applicant has a disability and in this case, it is not clear whether the 
individual will be able to perform the essential functions of the job. According to the 
Americans with Disabilities Act, is it appropriate to ask such an applicant to submit to 
a physical examination? Why or why not? 
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12 in a list of 18 predictors of job performance. Given the potential of reference checks to 
improve the quality of hire, however, it is no wonder that practitioners have been examin-
ing a number of methods to improve the reference checking process. 
  A company called SkillSurvey, Inc., located in Berwyn, Pennsylvania, is trying to 
 elevate the status of reference checking. Building on the increasing Internet penetration in 
the United States and throughout the world, SkillSurvey, Inc. has developed the award-
winning SkillSurveyPre-Hire 360, accomplishing what is called “on-demand” reference 
checking. Competency-based reference checking is conducted over the Internet and uses a 
360-degree format. Guided by the principle that future success is predicted by past behavior, 
those who have worked with a candidate in a variety of relationships––former managers, 
peers, colleagues, direct reports, teachers, and customers––are all used as references for a 
single candidate. This efficient new process usually takes under five minutes of a  recruiter’s 
time. On average, the reference response rate is 86 percent, yielding feedback from four or 
five references per candidate. The reference feedback is reliable, and shows no discernable 
age, gender, or race/ethnicity bias. One would think that candidates would choose only those 
who will give them a good reference. However, it turns out that 6.6 percent of all candidates 
score in the “low” range, and thus could be considered a hiring “risk.” An additional 15 per-
cent score in the “medium” range––certainly warranting a follow-up  interview with some 
additional probing. A comparison of the SkillSurvey Pre-Hire 360 features and metrics to 
those of phone-based reference checking is summarized below: 

Feature or Metrics* SkillSurvey Pre-Hire 360 Phone-Based

Turnaround time (in business days) 1 to 2 days 3 to 5 days

Recruiter time per candidate < 5 minutes 45+ minutes

Number of references per candidate, overall 4–5 1–2

Number of supervisors per candidate 2–3 Unknown

Percentage of references responding 86% 50%

Number of competencies evaluated 18–25 0–8

Information value to hiring decisions High Low–Medium

Opportunity for reference fraud Low High

Reference availability 24/7 M–F, “9–5”

Consistency of process across candidates Consistent Inconsistent

Documentation of results Fully automated Manual

Candid, confidential process Yes No

Free of bias due to age, gender, and race/ethnicity Yes Unknown 

*Average values used for metrics .

  Two case studies illustrate the cost advantages of the new method. In the first study, a 
large engineering firm, 233 candidates were reference-checked over a six-week period. 
Compared to the company’s previous use of phone reference checking, the SkillSurvey 
method saved the company approximately five workweeks of a recruiter’s time and salary. 
In the second study, a large firm that conducts recruitment process outsourcing, 12,000 
references are checked per year. Each reference takes approximately 45 minutes to com-
plete for a fairly high paid individual ($50,000 per year); this equates to 9,000 total hours 
annually spent on phone references. The total cost of telephone reference checking was 
$216,346 annually, whereas the SkillSurvey method cost the firm $64,152 annually, result-
ing in a 70 percent reduction in cost. 
  The Internet and computer technologies are opening up new ways of doing business. 
SkillSurvey is capitalizing on these new trends and many other human resource functions 
are sure to follow. It makes sense that organizations will increasingly migrate to human 
resource methodologies that are more cost-effective, efficient, valid, reliable, and fair. 
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 Discussion Questions 

 1. Why would some employers resist using the SkillSurvey, Inc. type tool? 

 2. What implications does “on demand” reference checking have for job seekers? 

 3. Are the metrics displayed in the comparison table convincing enough to favor one of the 
techniques or are the data not relevant? Discuss. 

  Sources:  Written by Dr. Cynthia Hedricks of SkillSurvey, Inc. and Dr. Chet Robie of Wilfrid Laurier 
University. Adapted from William Woska (Spring 2007), “Legal Issues for HR Professionals: Reference 
Checking/Background Investigations,”  Public Personnel Management , Vol. 36, Iss. 1, pp. 79–89; Frank 
Schmidt and John Hunter (1998), “The Validity and Utility of Selection Methods in Personnel Psychology: 
Practical and Theoretical Implications of 85 Years of Research Findings,”  Psychological Bulletin , Vol. 124, 
Iss. 2, pp. 262–74; “Top of the Line: SkillSurvey Pre-Hire 360” (October 2, 2007),  HR Executive , Vol. 21, 
Iss. 13, pp. 59–61; “Internet World Stats: Usage and Population Statistics,” http://www.internetworldstats.
com/stats14.htm (accessed on February 7, 2008); Cynthia Hedricks and Chet Robie (April 2008), 
“Online Reference Checking Reduces Group Differences,” in Laura Baron (Chair),  The Diversity of 
Organizational Diversity: Generalizing Findings Across Diverse Groups,  Symposium conducted at the an-
nual meeting of the Society for Industrial and Organizational Psychology; Society for Human Resource 
Management (2005), “2004 Reference and Background Checking Survey Report,” Alexandria, VA: 
SHRM; Claudio Fernández-Aráoz (2007), Great People Decisions: Why They Matter So Much, Why They 
Are So Hard, and How You Can Master Them (New Jersey: Wiley). 

 Application Case 8–2 

 Online Résumés Are Here to Stay 
 The trend at many organizations is toward using computer software to match candidates’ 
qualifications to current job openings. How does it work? Instead of mailing an 8½-by 
11-inch paper résumé to a hiring manager or human resource representative, job seekers 
are now asked to visit the company website to type in their résumé online. After that, the 
résumé is screened and evaluated by a computer program on such factors as relevant 
 keywords, past experience, and education. For example, NuView software, which costs 
between $6 and $15 per month per user, asks candidates questions such as “What is your 
level of education?” as they are completing the online application. If their education level 
doesn’t match the requirements of the posted job, then the candidate’s application is 
 immediately “knocked out” of the process. Résumés are even screened for other reasons. 
For example, estimates indicate that up to 20 percent of online résumés are knocked out of 
consideration due to excessive job hopping and/or the résumé contains typos and gram-
matical errors. 
  What types of companies are using these résumé screening software programs? 
 Companies like Home Depot, BellSouth, Walgreens, United Parcel Service, Blockbuster, 
and Target all claim that online résumé technology saves their hiring managers a lot of 
time and money, and the promising résumés are instantly available to company personnel. 
This makes the hiring process much more efficient. 
  Another benefit of the online résumé posting process has to do with the geographic 
reach the company can have with regard to candidates. At General Electric, every job open-
ing is posted on the internal career website. If the hiring unit decides that it wants to adver-
tise the ad outside of the company, then the job opening is posted on the company website 
and can attract applicants from around the world. Currently, GE receives approximately 
15,000  résumés monthly, roughly half of which are submitted via the online company 
 website. GE managers believe that some candidates, even though they do not live in the 
immediate  location of the hiring unit, would be willing to relocate if they found the right 
job at GE. 
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  Some organizations, in addition to screening résumés on their own company websites, 
pay to post jobs on popular online recruiting websites. The largest online recruiting web-
sites include monster.com, careerbuilders.com, and hotjobs.com. 
  What does all of this mean for job seekers? The rules of the résumé submission process 
are changing. Job seekers need to modify their résumés so that they contain relevant  keywords 
that are more likely to be identified by these online résumé screening software programs. 
Now more than ever, résumés have to be typo-free and written with excellent grammar. Also, 
job seekers need to practice submitting their résumés online. Perhaps they should start off by 
submitting their résumés to a smaller online recruiting website. After that, they can submit 
their résumé to the large boards (monster.com, etc.) and to specific company websites. 

 Discussion Questions 

 1. Why are so many companies shifting to online résumé screening programs to sift 
through applicants’ résumés? 

 2. Can you think of any disadvantages associated with the use of online résumé screening? 
From the company’s perspective? The candidate’s perspective? 

 3. What can job seekers do to improve their chances of making it through the online 
 résumé screening process and getting an interview? 

  Sources:  Adapted from Darren Dahl (April 2009), “Recruiting: Tapping the Talent Pool . . . Without 
Drowning in Résumés,” Inc., Vol. 31, Iss. 3, pp. 121–22; Joe Walker (May 22, 2005), “Computers for 
Recruiters,”  Knight   Ridder   Tribune Business News , p. 1; Igor Kotlyar and Kim Ades (May 2002), “Don’t 
Overlook Recruiting Tools,”  HR Magazine , Vol. 47, Iss. 5, pp. 97–101; Rachel Emma Silverman  
(February 1, 2000), “Your Career Matters: Résumés Become Multimedia Productions,”  The Wall 
Street Journal , p. B16; Sarah Fister (May 1999), “Online Recruiting: Good, Fast and Cheap?”  Training , 
Vol. 36, Iss. 5, pp. 26–28. 

 Notes   1.  Michael C. Sturman, Robin A. Cheramie, and Luke H. Cashen (2002), “How to Compare 
 Apples to Oranges: Balancing Internal Candidates’ Job-Performance Cata with External Candi-
dates’ Selection-Test Results,”  Cornell Hotel and Restaurant Administration Quarterly,  Vol. 43, 
Iss. 4, pp. 27–40. 

  2. Larry W. Hunter and Sherry M. B. Thatcher (August 2007), “Feeling the Heat: Effects of Stress, 
Commitment, and Job Experience on Job Performance,”  Academy of Management Journal , 
Vol. 50, Iss. 4, pp. 953–68; Jennifer P. Bott, Daniel J. Svyantec, Scott A. Goodman, and David 
S. Bernal (2003), “Expanding the Performance Domain: Who Says Nice Guys Finish Last?” 
 International Journal of Organizational Analysis , Vol. 11, Iss. 2, pp. 137–53; Miguel A. 
 Quinones, Kevin J. Ford, and Mark S. Teachout (Winter 1995), “The Relationship between 
Work Experience and Job Performance: A Conceptual and Meta-Analytic Review,”  Personnel 
Psychology,  pp. 887–910. 
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Part

3Rewarding 
Human 
Resources

Part Three discusses an extremely important part of a firm’s overall HRM program: 
 performance evaluation and compensation.
  Chapter 9, “Performance Evaluation and Management,” introduces the job of evaluating 
performance of employees. This extremely difficult job requires care in the development of 
measures to assess performance. 
  The subject of compensation and pay is introduced in Chapter 10, “Compensation: An 
Overview.” It discusses the potential impact of pay on employees as well as determination 
of pay level, pay structure, and individual pay. Chapter 11, “Compensation: Methods and 
Policies,” completes this discussion by focusing on incentives and pay programs, manage-
rial compensation, and several significant policy issues regarding compensation. 
  Chapter 12, “Employee Benefits and Services,” covers benefits, services, and pensions. 
The potential effects of benefits and services that employers provide for employees are 
discussed. 
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 Chapter

9 Performance 
Evaluation and 
Management

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Differentiate  between the terms performance management and 
 performance evaluation. 

 2.  Analyze  various types of rating errors that can occur in performance 
evaluation programs. 

 3.  Compare  the advantages of various performance evaluation techniques. 

 4.  Examine  the 360-degree feedback system’s potential strengths and 
problems. 

 5.  Describe  the process of feedback review and the skills required for it. 
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 HR Challenge 

 Ed went to work in the maintenance department of Partridge Enterprises, a medium-sized 
firm, about a year ago. He enjoys working in maintenance because he has always liked to 
work with his hands. His supervisor, Hector, is a good maintenance person who helps Ed 
when he doesn’t understand a problem. But Ed has often wished he knew what Hector 
thinks of him on the job. Hector never tells Ed how he is doing. It seems that Hector chews 
him out about once a month. Ed wonders, Doesn’t he think I’m trying to do a good job? 
I wonder if he thinks I’m a good maintenance person? 
  Knowing answers to these questions is important to Ed because someday he’d like to 
move up. He hears that Joe is going to retire next year. Joe’s job is better and pays more. Ed 
wonders if he has a chance to get the job. He also has heard that business at some branches 
is not good right now. People have been laid off. If the crunch hits the New York branch 
where Ed works, he might get laid off. He knows seniority is a factor in layoffs, but so is 
performance. He wishes he knew how he was doing so that he could improve himself, 
move up, and avoid getting laid off. Ed wants some kind of feedback from his boss. 
  The setting: office of the executive vice president of Partridge Enterprises. Present are 
the executive vice president and the vice presidents of the company. 

  Jean (executive vice president)  As you know, we’re here to make a recommendation 
to John [the president] on what, if anything, to do about Mary’s suggestion. Mary, 
why don’t you review the issue? 

  Mary (vice president, human resource management)  You all received a copy of my 
memo to the president. As you know, when I came here three years ago, I felt one 
of our top priorities in HRM would be to get an evaluation system running. We 
need this management by objectives evaluation because performance evaluation is 
an important motivation technique. After much thought and planning, the results 
are in my memo. I recommend we institute a management by objectives system 
for vice presidents through section heads and a graphic rating scale for levels 
below that. The MBO would be done quarterly and the rating scale semiannually, 
and we will link rewards such as raises and promotions to the results of the 
 evaluations. 

 The details are in the memo. We’re too big and geographically dispersed now 
to continue using our informal system. 

  Jean  Sounds good to me. 
  Dave (vice president, marketing)  Me too. 
  Fred (vice president manufacturing)  Well, it doesn’t to me. We had one of these 

paperwork avalanches here 10 years ago, and it was a waste of time. It just meant 
more paperwork for us on the firing line. You staff people sit up here dreaming 
up more for us to do. We’re overburdened now. Besides, I called a few buddies 
in big firms who have PEs. They say it involves a lot of training of evaluators, and 
it makes half the employees mad when they don’t get 100 percent scores on the 
“grade report.” It gets down to a lot of politics when it’s all said and done. 

 If you recommend this, I’ll send the president a counterproposal.   

 This chapter focuses on  performance management and evaluation— the HRM activity 
 designed to satisfy Ed’s needs for performance feedback. 
   Performance management  is the process by which executives, managers, and 
 supervisors work to align employee performance with the firm’s goals. An effective perfor-
mance management process has a precise definition of excellent performance, uses 
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Approximately 58 million Millennials, those born after 
1980, will be working for U.S. organizations by 2014. 
Many in this 20- to early 30-year-old group, also called 
Gen Y, are already working side by side with older genera-
tions of employees such as the baby boomers (born be-
tween 1946 and 1964) and Gen Xers (born between 
1965 and 1980). While there are exceptions to every rule, 
there appears to be several differences between the three 
generations when it comes to how they approach work. 
Baby boomers are optimistic, have a strong work ethic, 
are driven by personal gratification, and often define 
themselves at least partly by the type of work they do and 
career successes they have achieved. Gen X employees 
also have a strong work ethic but tend to be less formal, 
appreciate diversity, and are more likely to take advantage 
of work–life balance initiatives. Members of the Gen Y co-
hort tend to be technologically savvy (given the fact that 
they’ve grown up using video games, cell phones, etc.), 
are connected 24/7 to social networking sites like Face-
book, are socially responsible, team oriented, informal, 
and have lower need for social approval. In some cases, 
actively involved “helicopter” parents provided their Mil-
lennial offspring with frequent support, praise, and posi-
tive feedback through childhood and young adulthood 
resulting in a high level of self-esteem and confidence.
 How do these factors influence Millennials’ behavior 
at the workplace? Research suggests that Millennials ask 
for performance feedback much more frequently than 

do the two older generations. For example, one survey 
found that 65 percent of Millennial employees at Ernst 
& Young believe that “providing detailed guidance in 
daily work” was moderately or extremely important. A 
key word here is “daily.” Many baby boomer managers 
are not accustomed to giving detailed guidance on a 
daily basis. They are busy and believe that younger em-
ployees should take the initiative to figure things out on 
their own and get help from co-workers as much as pos-
sible before coming the boss with questions like “Am I 
doing this correctly?” or “Is this what you were looking 
for?” Essentially, this is how the baby boomers came up 
through the ranks. Asking too many questions or seek-
ing too much feedback was a sign of weakness.
 Millennials don’t see anything wrong with asking 
questions or seeking feedback on a frequent basis. Hav-
ing one or both parents on “speed dial” and being 
 connected to hundreds of “friends” on Facebook condi-
tioned Millennials to seek constant feedback on any 
 decision regardless of how important or trivial. This be-
havior and expectation has transferred to the workplace. 
In some cases, many Millennials look at their supervisor 
or manager as a continuous source of feedback and 
approval.
 What happens when older managers “tell it like it is” 
and criticize the performance of these younger Millennial 

Your Career Matters  “How Am I Doing?” Millennials’ Desire for 
Performance Feedback

(continued on next page)

measurements of performance, and provides feedback to employees about their perfor-
mance. 1  Thus, it defines, measures, monitors, and gives feedback. Performance evaluation 
is a crucial part of a firm’s performance management process. The Your Career Matters 
discusses how organizations are responding to the Millennial generation’s desire for fre-
quent feedback about their performance. 
  From a strategic and competitive advantage perspective it is important to integrate em-
ployee performance with organizational performance goals. A group of employees who 
perform in a manner that does not help the firm accomplish its goals is incongruent with 
short- or long-term survival. To ensure that all employees are helping the firm achieve its 
objectives, 3M has recently changed its performance system to more tightly link rewards to 
performance.2 Most experts believe that a firm’s strategy must be aligned with employees’ 
competencies and performance if profitability, growth, effectiveness, and valuation are to 
be achieved. 3  
  Managers have a responsibility to develop, implement, monitor, and modify measures 
of performance. Unfortunately, not all measures are easy to develop. The measurement of 
tangible outcomes such as computers, automobiles, or television sets can be done with 
precision. However, the measurement of services or intangible outcomes produced by a 

iva29120_ch09_253-296.indd Page 256  12/12/11  12:59 PM user-f462iva29120_ch09_253-296.indd Page 256  12/12/11  12:59 PM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 9  Performance Evaluation and Management  257

workers? Or, the managers, because they feel the younger 
workers are doing acceptable work, provide performance 
feedback only once a year, or every six months as pre-
scribed by company policy? Millennials often feel ignored 
or underappreciated to which they might respond by re-
ducing their effort, lowering their performance, engaging 
in workplace conflict, or quitting the organization. Such 
behaviors are counterproductive and expensive to organi-
zations and waste time for managers in terms of finding 
new talent to replace them.
 To address these concerns, Ernst & Young created an 
online “Feedback Zone” where any employee can re-
ceive (or give) feedback about any other employee’s 
performance. The company also paired employees with 
mentors and trained the mentors on how to effectively 
provide feedback to these younger employees. Ernst & 
Young is not alone in this effort; IBM and Accenture also 
train managers on how to critique the performance of 
Millennial employees so they do not react defensively to 
constructive criticism.
 Other proactive steps that companies can take to en-
gage their Millennial talent through performance feed-
back include:

1. Managers should discuss with Millennial employees 
how often (e.g., once a week) they’re willing to pro-
vide performance feedback and through what meth-
ods (e.g., face-to-face) they’ll share information.

2. Managers should provide more frequent job perfor-
mance appraisals that balance praise with corrective 
feedback.

3. Managers should reinforce Millennial employees’ 
contributions on special assignments and team 
projects.

4. Managers should help Millennial employees adjust 
their expectations about performance by providing 
specific, clear work objectives.

5. Managers should identify career paths with Millenni-
als and help them achieve their personal career goals.

 In sum, managers need to meet Millennial em-
ployees halfway by providing them with more fre-
quent performance feedback that meets Millennials’ 
need for praise and positive impact. On the other 
hand, Millennial workers have to do their part by not 
overwhelming their busy managers with requests for 
feedback about minor issues that should be handled 
independently.

Sources: Adapted from Jan Ferri-Reed (April 2010), “The Keys to 
Engaging Millennials,” The Journal for Quality and Participation,” 
Vol. 33, Iss. 1, pp. 31–34; Joanne G. Sujansky and Jan Ferri-Reed 
(December 2009), “Don’t Be So Touchy! The Secret to Giving 
Feedback to Millennials,” Supervision, Vol. 70, Iss. 12, pp. 7–10; 
Brittany Hite, “Employers Rethink How They Give Feedback,” 
The Wall Street Journal, October 13, 2008, p. B5; Kathryn Tyler 
(May 2007), “The Tethered Generation,” HR Magazine, Vol. 52, 
Iss. 5, pp. 40–47.

Your Career Matters  “How Am I Doing?” Millennials’ Desire for 
Performance Feedback (continued)

teacher, accountant, or lawyer is difficult to provide. Although striving for precision when 
defining, measuring, monitoring, and modifying performance is certainly a worthy goal, it 
is easier to explain and seek than to accomplish, especially with many professionals, ser-
vice employees, and “knowledge workers” (e.g., research and development technicians or 
engineers). 4  Knowledge workers provide intangible intellectual capital which contributes 
to the accomplishment of performance goals. 
     Performance evaluation  is the activity used to determine the extent to which an 
employee performs work effectively. Other terms for performance evaluation  include 
performance review, personnel rating, merit rating, performance appraisal, employee 
 appraisal,  and  employee evaluation.  
  In many organizations, two evaluation systems exist side by side: the formal and 
the  informal. Managers often think about how well employees are doing; this is the 
 informal system. Political and interpersonal processes influence it, so those employees 
who are liked better than others have an edge. By contrast, a formal performance evalu-
ation is a system set up by the organization to regularly and systematically evaluate 
employees’ performance. This chapter focuses only on formal performance evaluation 
systems. 
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 The Case for Using Formal Evaluation 

 Purposes of Evaluation 
 Should Ed be evaluated by his supervisor? In order to answer that question, think about 
Ed’s situation in the HR Challenge. Then consider the following potential purposes that 
can be served by a well-designed formal evaluation system: 

 •  Development.  It can determine which employees need more training, and it can help 
evaluate the results of training programs. It helps the subordinate–supervisor counseling 
relationship, and it encourages supervisors to observe subordinates’ behavior to help 
employees. 

 •  Motivation.  It can encourage initiative, develop a sense of responsibility, and stimulate 
efforts to perform better. 

 •  Human resource and employment planning.  It can serve as a valuable input to skills 
 inventories and human resource planning. 

 •  Communications.  It can serve as a basis for an ongoing discussion between superior and 
subordinate about job-related matters. Through interaction and an effective feedback 
process, the parties get to know each other better. 

 •  Legal compliance.  It can serve as a legally defensible reason for promotions, transfers, 
rewards, and discharges. 

 •  HRM research.  It can be used to validate selection tools such as a testing program. 

  Of all the relationships between performance evaluation and other HRM activities, 
none has been more crucial to understand than the one between evaluations and equal 
employment opportunity, especially as it applies to promotions and terminations. Un-
less evaluations are considered fair and decisions made using them treat everyone with 
dignity, there will likely be intense conflict. A worthy goal of an evaluation is that em-
ployees consider it meaningful, helpful, fair, and honest. Unfortunately, this goal is 
difficult to attain because of a number of factors including unfairness, negative prac-
tices, and a short-term focus. 
  Critics of performance evaluation systems offer some meaningful insights. The HR 
Journal provides some points raised by the quality expert W. Edwards Deming. His 
critique should be considered as you learn more about performance evaluation 
approaches. 

 Legal Implications of Performance Evaluations 
 A variety of important decisions are based on the results of performance evaluations, in-
cluding compensation, promotions, layoffs, transfers, and other critical HR-related deci-
sions. Organizational decision makers and HR professionals need to make every attempt 
possible to use a fair and unbiased performance evaluation system. This contributes to 
several positive organizational outcomes including increased satisfaction, lower risk of liti-
gation, higher levels of motivation, and reduced turnover. 5  
  Unfortunately, some performance evaluation systems are susceptible to bias on the 
part of supervisors who do the majority of performance evaluations. Because managers’ 
judgments have been used during the evaluation process, bias can exist in these deci-
sions, whether it is intentional or not. (Many of the more common sources of bias will be 
discussed later in this chapter.) For example, assume a supervisor intentionally gives low 
performance ratings to a 60-year-old subordinate who does above-average work but with 
whom the supervisor doesn’t get along because the supervisor feels “old people aren’t 
productive and should retire.” As a result of the low ratings, the subordinate may end up 
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experiencing a negative HR-related outcome (e.g., doesn’t receive a raise, is transferred 
to an undesirable location, is terminated, etc.) as a result of a low performance evalua-
tion score. The subordinate would likely feel the performance appraisal system is biased 
and unfair, and could possibly initiate legal proceedings against the employer under the 
Age Discrimination and Employment Act (see Chapter 3). Another form of legal  recourse 
that some employees (i.e., members of protected classes) can pursue when they feel that 
they have been subjected to unfair performance evaluations is with Title VII of the Civil 
Rights Act. 
  A number of court rulings have focused on the responsibility of management to develop 
and use a performance evaluation system in a legally defensible way. One of the most im-
portant early cases was  Brito  v .   Zia   Company  (1973), 6  in which the company was found to 
be in violation of the law. The court ruled that the company had not shown that its perfor-
mance evaluation instrument was valid in the sense that it related to important elements in 
the jobs for which the employees were being evaluated. For example, some raters had little 
daily contact with the ratees. 
  Since the decision in  Brito  v .   Zia   Company,  there have been many other lawsuits con-
cerned with the adequacy of performance evaluations. These have dealt with issues of sex, 
race, and age discrimination in terminations, promotions, and layoffs. The following are 

Not everyone is standing in line cheering about using per-
formance appraisals to accomplish a host of worthy goals. 
The quality expert W. Edwards Deming believed that per-
formance appraisal systems and formats were flawed and 
inaccurate—based on false assumptions and too much 
subjectivity. He used to say that performance appraisal 
was one of the seven deadly sins afflicting management.
 Deming listed a number of reasons why performance 
appraisals were flawed:

• They focus on short-term performance and deflect 
attention from long-term planning.

• They leave employees bitter, desolate, and feeling 
 inferior and unfit for work because they are afraid to 
present a divergent point of view.

• They are detrimental to teamwork because they fos-
ter rivalry, politics, and fear. Employees are rewarded 
for self-promotion.

• The measures used to evaluate performance are not 
meaningful, because supervisors and subordinates 
are pressured to use numbers and count something.

• The measures discourage quality. People will concen-
trate on meeting numbers: they won’t take time to 
improve a design if their goals involve quantity or 
deadlines.

 If all of Deming’s charges are true, they are a serious 
indictment of performance appraisal. Each of his charges 

raises valid points and suggests that improvements can 
be made. But despite Deming’s criticisms, performance 
appraisals continue to be widely used and adapted to fit 
a particular situation. Research indicates that goal set-
ting, when built into an appraisal system, can be effec-
tive. Quality-related goals should be infused into 
appraisals that deal with short- and long-term individual 
and team accomplishments.
 Although Deming, rightfully so, points out many 
areas for improvement, performance appraisal can be 
a valuable practice. Rewarding, developing, and moti-
vating will undoubtedly continue to use performance 
appraisal information. As you read this chapter, think 
about Deming’s insightful criticisms and how each 
of  the formats and methods portrayed can be 
improved.

Sources: Adapted from Ebrahim Soltani, Robert van der 
Meer, Terry M.  Williams, and Pei-chun Lai (2006), “The 
 Compatibility of  Performance Appraisal Systems with TQM 
Principles— Evidence from Current Practice,” International 
Journal of  Operations & Production Management, Vol. 26, 
Iss.1/2, pp. 92–112; Sidney P. Rubenstein (September 1993), 
 “Democracy and Quality as an Integrated System,” Quality 
Progress, pp. 51–56; Jim M. Graber, Roger E. Breisch, and 
Walter E. Breisch (June 1992), “Performance Appraisals and 
Deming: A Misunderstanding?” Quality Progress, pp. 59–62; 
Peter R. Scholtes (Spring 1992), “Performance Appraisal: 
The Case Against a Traditional Tool,” Maryland Workplace, 
pp. 2–3, 10.

HR Journal A Critique of Performance Appraisals
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some examples of lawsuits that include focus at least partly on the perceived fairness of 
performance appraisals: 

 •  3M Corporation:  6,000 current and former employees who are 45 years or older brought 
a class-action lawsuit alleging the company violated the Minnesota Human Rights Act 
in performance appraisal and other decisions. 7  

 •  General Electric:  1,500 executive-level employees and attorneys at the firm are seeking 
$500 million in damages in a class-action lawsuit. The lawsuit alleges that the company’s 
performance appraisal system contributed to their unfair treatment. 8  

 •  Coca-Cola Company:  Settled a lawsuit for $188 million with approximately 2,000 cur-
rent and former African American employees from allegations of disparities in pay, 
promotions, and performance evaluations. 9  

  While an organization should be concerned about the validity of its performance evalu-
ations, the way the system was developed and whether it is applied consistently currently 
seem more important from a legal perspective. In age discrimination cases, it also appears 
that the type of decision being challenged is important for determining how much proof a 
company will be required to produce. 10  
  Despite this lack of clear guidelines, several important recommendations should be fol-
lowed before developing and using a performance evaluation system. These have been 
summarized in Exhibit 9–1. 

 Format of Evaluation 

 To provide information that can serve the organization’s goals and that complies with the 
law, a performance evaluation system must provide accurate and reliable data. The ability 
to generate accurate and reliable data is enhanced if a systematic process is followed. The 
following six steps can provide the basis for such a systematic process: 

 1. Establish performance standards for each position and the criteria for evaluation. 

 2. Establish performance evaluation policies on when to rate, how often to rate, and who 
should rate. 

 3. Have raters gather data on employees’ performance. 

 4. Have raters (and employees in some systems) evaluate employees’ performance. 

    1.  Procedures for human resource decisions must not differ as a function of the race, sex, 
national origin, religion, or age of those affected by such decisions.

 2. Objective, nonrated, and uncontaminated data should be used whenever available.

 3. A formal system of review or appeal should be available for disagreement over appraisals.

 4. More than one independent evaluator of performance should be used.

 5. A formal, standardized system for evaluation should be used.

 6. Ratings on traits such as dependability, drive, aptitude, and attitude should be avoided.

 7. Performance evaluation data should be empirically validated.

 8. Specific performance standards should be communicated to employees.

 9.  Raters should be provided with written instructions on how to complete the performance 
evaluations.

 10.  Employees should be evaluated on specific work dimensions rather than a single overall or 
global measure.

 11. Behavioral documentation should be required for extreme ratings (e.g., critical incidents).

 12. Employees should be provided with an opportunity to review their appraisals.

EXHIBIT 9–1
Suggestions to Follow 
for Developing and 
Implementing 
Legally Defensible 
Appraisal Systems

Source: Adapted from J. 
 Bermardin and W. Cascio 
(1987), “Performance Appraisal 
and the Law,” in R. S. Schuler, 
S. A. Youngblood, and 
V. Huber (eds.), Readings in 
Personnel and Human Resource 
Management, 3rd ed. (St. Paul, 
MN: West).
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 5. Discuss the evaluation with the employee. 

 6. Make decisions and file the evaluation. 

  Step 1 of this process is completed when an organization conducts a job analysis. Recall 
from Chapter 6 that one of the primary reasons for conducting job analyses is to write job 
descriptions, and an important part of a job description is a clear statement of the perfor-
mance dimensions and standards expected from incumbents. In addition, the job analysis 
should have determined how these dimensions and standards are going to be measured. 

 Establish Criteria 
 The dimensions of performance upon which an employee is evaluated are called the  crite-
ria of evaluation.  Examples include quality of work, quantity of work, and cost of work. 
One of the major problems with many performance evaluations is that they require super-
visors to make person evaluations rather than performance evaluations. That is, the evalua-
tion criterion in some systems is the personality of the incumbents rather than their levels 
of performance. 
  An effective criterion should possess the following characteristics: 11  

 •  Reliability  — A measure of performance must be consistent. Perhaps the most important 
type of consistency for a performance measure is  inter-rater reliability.  If different 
raters view the same worker, they should arrive at similar conclusions about the quality 
of that worker’s output. 

 •  Relevance  — A measure of performance must be related to the actual output of an in-
cumbent as logically as possible. 

 •  Sensitivity  — Any criterion must be able to reflect the difference between high and low 
performers. That is, high and low performers must receive criterion scores that accu-
rately represent the difference in their performance. 

 •  Practicality  — The criterion must be measurable, and data collection cannot be ineffi-
cient or too disruptive. 

  Most studies indicate that multiple criteria are necessary to measure performance com-
pletely. The multiple criteria are added together statistically or combined into a single multi-
faceted measure. The choice of criteria is not an easy process. One must be careful to evaluate 
both activities (for example, number of calls a salesperson makes) and results (for example, 
dollars of sales). A combination of criteria using results and activities is desirable. 
  How do you weigh the importance of multiple criteria? For example, if a salesperson is 
being evaluated on number of calls as well as sales dollars and is high on one and low on 
the other, what is the person’s overall rating? Management must weigh these criteria. 

 Set Policies on Who Evaluates, When, and How Often 
 When should evaluation be done? A survey conducted by the Human Resources Institute 
found that only 36 percent of over 1,000 respondents actually consider performance manage-
ment essential. Also, only 17 percent indicated that their employees believe the process of 
appraisal provides value to the organization. 12  For those organizations that continue to rely on 
annual evaluations, there are two choices for when to actually conduct the evaluations. In 
many organizations, performance evaluations are scheduled for arbitrary dates, such as the 
date the person was hired (anniversary date). Alternatively, all employees may be evaluated 
on or near a single calendar date. Although the single-day approach is convenient administra-
tively, it probably is not a good idea. It requires raters to spend a lot of time conducting evalu-
ation interviews and completing forms at one time, which may lead them to want to “get it 
over with” quickly. In addition, it may not be related to the normal task cycle of the employee; 
this factor can make it difficult for the manager to evaluate performance effectively. 
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  It makes more sense to schedule the evaluation at the completion of a task cycle. For 
example, tax accountants see their year as April 16 to April 15. For most professors and 
teachers, the year starts at the beginning of the fall term and terminates after the spring 
term. For others without a clear task cycle based on dates, one way to set the date is by 
 setting goals. Goals can be established in such a way that the manager and employee agree 
on the task cycle, which terminates with an evaluation of the employee’s performance 
 during that cycle. 

 Who Should Evaluate the Employee? 
 As Exhibit 9–2 shows, performance evaluation is another HRM activity that involves coop-
eration between the line operating managers and the HR specialists. The operating man-
ager (immediate supervisor) is, however, the person responsible for conducting the actual 
appraisal in a vast majority of cases. But, as Exhibit 9–3 illustrates, there are other possi-
bilities that organizations should consider as well when it comes to evaluating employees. 

 Rating by a Committee of Several Supervisors 
 The supervisors chosen are those most likely to come into contact with the employee. This 
approach has the advantages of offsetting bias on the part of one superior and adding 
 additional information to the evaluation, especially if it follows a group meeting format. 

Set policy on who
evaluates, when
evaluation occurs, and
which evaluation
system is used

Train raters to
decrease bias
and increase
consistency of
administration

Review
employees’
performance
and discuss
results with
employees

File
performance
evaluation

• Recommended
  by HR manager
• Approved by 
  operating
  manager

• Recommended by
  HR manager
• Approved by operating
  manager

• Done by HR
  manager

• Done by
  operating
  manager

• Done by both
  HR and
  operating
  manager

Establish
performance
standards

EXHIBIT 9–2 Operating and Human Resource Managers’ Roles in Performance Evaluation

Supervisor or
committee of
supervisors

Peers or co-
workers

Subordinates Outside
immediate
work situation

Self-
evaluationEmployee’s

performance
evaluation

EXHIBIT 9–3 
Potential Evaluators 
of Employee’s 
Performance
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 Rating by the Employee’s Peers (Co-workers) 
 In the peer evaluation system, the co-workers must know the level of performance of the 
employee being evaluated. For this system to work, it is preferable for the evaluating peers 
to trust one another and not to be in competition for raises and promotions. This approach 
may be useful when the tasks of the work unit require frequent working contact among 
peers. 13  

 Rating by the Employee’s Subordinates 
 Exxon has used this system, and it is used in some universities (students evaluate the facul-
ty’s teaching effectiveness). It is used more for the developmental aspects of performance 
evaluation than are some of the other methods. Managers are less likely to accept being 
rated by subordinates if the information is going to be used for administrative purposes (for 
example, raises and promotions) than if it is used for development. This source of rating 
information is also more acceptable if the managers believe that their subordinates are 
 familiar with the job. Also, subordinates’ evaluations should probably be restricted to 
 “people-oriented” issues such as leadership and delegation, rather than organizing, plan-
ning, and other less easily observed aspects of the manager’s performance. 14  

 Rating by Someone Outside the Immediate Work Situation 
 Known as the field review technique, this method uses a specialized appraiser from outside 
the job setting, such as a human resource specialist, to rate the employee. This approach is 
often costly, so it is generally used only for exceptionally important jobs. It might be used 
for the entire workforce if accusations of prejudice must be countered. A crucial consider-
ation is that the outside evaluator is not likely to have as much data as evaluators in any of 
the other four approaches. The use of an outside evaluator represents a somewhat a typical 
approach to appraising performance. 

 Self-Evaluation 
 In this case, the employee evaluates herself or himself with the techniques used by other 
evaluators. This approach seems to be used more often for developmental (as opposed to 
evaluative) aspects of performance evaluation. It is also used to evaluate an employee who 
works in physical isolation. 
  Self-evaluations have often been met with skepticism by organizations because the self-
interests of the employee could outweigh an objective evaluation. 15  However, research has 
demonstrated that self-evaluations can correlate reasonably well with supervisors’ ratings; 
especially if the employees have information about their co-workers’ performance, em-
ployees can provide accurate appraisals of their own performances. 16  

 Rating by a Combination of Approaches 
 Surveys and research indicate that most employees are not satisfied with one or more aspects 
of performance evaluation systems. 17  It is not surprising, therefore, that organizations are 
experimenting with alternatives to the traditional “supervisor only” downward appraisal. One 
system of appraising performance that appears to be growing in popularity is the  360- degree 
feedback  system. As the name implies, this method uses multiple appraisers, including 
 supervisors, subordinates, and peers of the target person. In some cases, it also includes self-
appraisals. The appraisal is 360 degrees in that information is collected and feedback is 
provided in full circular fashion—top to bottom and back to the top. 
  Many organizations now utilize some form of 360-degree programs. The program at 
British Aerospace is typical. 18  The upward portion of the feedback program involves an 
anonymous system whereby team members provide information about their supervisors, 
using a questionnaire. Then, these results are collated so that a report can be prepared for 
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the manager. Anonymity is generally considered important, except in an environment 
where there is an exceptionally high degree of trust. At Google, employees identify “peer 
reviewers” from any part of the entire organization (not just from their team or depart-
ment). 19  Once identified, these reviewers complete an online evaluation of the employee in 
question. Reviewers are encouraged to use constructive criticism in their reviews. 
  Research suggests that including upward and peer feedback in an appraisal can have 
positive effects on managers’ behavior. In addition, these effects seem to be sustainable 
over time. 21  Thus, there appears to be a future for 360-degree programs. And, while these 
programs were originally believed to be useful primarily to develop feedback, some esti-
mates suggest that 90 percent of companies using 360-degree programs used the informa-
tion to help with personnel decisions such as merit pay increases and promotions. 22  
However, improper attempts to introduce 360-degree systems into cultures not prepared for 
them (e.g., where there is a low level of trust or too much competition) can have predict-
ably disastrous effects. 23  
  Exhibit 9–4 lists a number of positive and negative features associated with the 
360- degree feedback system. These types of issues need to be considered before adopting 
a 360-degree feedback system. 
  The 360-degree feedback approach can be viewed as a method for managers to acquire 
information about their style, methods, and approach. There is a listening advantage pro-
vided by the 360-degree feedback approach. 

 Selected Evaluation Techniques 

 There are many ways to evaluate employees; some of the most common will be described 
here. Generally speaking, these methods can be divided into two broad categories. One cat-
egory consists of methods that evaluate employees individually. In other words, the supervi-
sor evaluates each employee without explicit, direct comparisons with other employees; 
plus the standards of performance are defined without reference to other employees. 
  The second category depends on multiple-person evaluations. Multiple-person evalua-
tions require the supervisor to directly and intentionally compare the performance of one 
employee with that of other employees. Thus, the standards of performance are relative: 
an employee’s performance is defined as good or bad on the basis of comparison with 
other employees’ performance. 

 Individual Evaluation Methods 
 Graphic Rating Scale 
 Several individual evaluation methods are used in business today, but the oldest and 
 perhaps the most common one is the graphic rating scale. Using this technique, the rater is 

         Positive   Features   Negative     Features

    Multiple perspectives of a person’s performance 
are provided.  
   Ratings can evaluate person based on actual 
contact and observation.  
   Feedback is provided from multiple directions—
above, below, peer.  
   Anonymous, upward feedback results in full 
participation.  
   Learning about weaknesses and strengths is 
motivational.  

  Feedback from all sources can be 
overwhelming.   
  Rater can hide in a group of raters and provide 
harsh evaluations.   
  Conflicting ratings can be confusing and 
frustrating.   
  Providing feedback that is constructive requires 
a plan and well-trained raters. This is not 
typically found in organizations.            

 EXHIBIT 9–4
 Some Positive and 
Negative Features of 
360-Degree Appraisal 
System 
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presented with a set of traits such as those shown in Exhibit 9–5 and is asked to rate 
 employees on each of the characteristics listed. The number of characteristics rated varies 
from a few to several dozen. 
  The ratings can be in a series of boxes (as in the exhibit), or they can be on a continuous 
scale (0–9 or the like). In the latter case, the rater places a check above descriptive words 
ranging from none to maximum. Typically, these ratings are then assigned points. For ex-
ample, in Exhibit 9–5  outstanding  may be assigned a score of 4 and  unsatisfactory  a score 
of 0. Total scores are then computed. In some plans, greater weight may be given to traits 
that are regarded as more important. Raters are often asked to explain each rating with a 
sentence or two. 

Name _____________________________ Department _____________________ Date______________

 Outstanding Good Satisfactory Fair Unsatisfactory
Quantity of work h h h h h

Volume of acceptable work 
under normal conditions     

Comments:     

Quality of work h h h h h

Thoroughness, neatness, and 
accuracy of work     

Comments:     

Knowledge of job h h h h h

Clear understanding of the 
facts or factors pertinent to 
the job     

Comments:     

Personal qualities h h h h h

Personality, appearance, 
sociability, leadership, 
integrity     

Comments:     

Cooperation h h h h h

Ability and willingness to 
work with associates;
supervisors, and 
subordinates toward 
common goals     

Comments:     

Dependability h h h h h

Conscientious, thorough, 
accurate, reliable with 
respect to attendance, lunch 
periods, relief breaks, etc.     

Comments:     

Initiative h h h h h

Earnestness in seeking 
increased responsibilities. 
Self-starting, 
unafraid to 
proceed alone     
Comments: 

EXHIBIT 9–5
Typical Graphic 
Rating Scale
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  To make the scale more effective, two modifications have been designed. One is the 
 mixed standard scale.  Instead of just rating a trait such as initiative, the rater is given three 
statements to describe the trait; for example: 

 She is a real self-starter. She always takes the initiative, and her superior never has to 
stimulate her. (Best description.) 

 While generally she shows initiative, occasionally her superior has to prod her to get 
her work done. 

 She has a tendency to sit around and wait for directions. (Poorest description.) 

  After each description, the rater places a check mark (the employee fits the description), 
a plus sign (the employee is better than the statement), or a minus sign (the employee is 
poorer than the statement). The resulting seven-point scale is purported to be better than 
the graphic rating scale. 
  The second modification is to add operational and benchmark statements to describe 
different levels of performance. For example, if the employee is evaluated on job knowl-
edge, the form gives a specific example: “What has the employee done to actually demon-
strate depth, currency, or breadth of job knowledge in the performance of duties? Consider 
both quality and quantity of work.” The performance descriptions are designed to guide the 
rater by giving examples of people who deserve a particular rating (see Exhibit 9–6). 

 Forced Choice 
 Several potential problems with graphic rating scales led to the development of alternative 
rating methods. Graphic rating scales were thought to lead to many different errors of 
evaluation (to be discussed in a later section). Forced-choice methods were developed be-
cause graphic rating scales allowed supervisors to rate everyone high. As a result, there 
was no way to distinguish between good and poor performers. Recall that sensitivity is a 
necessary characteristic of a good criterion. 
  In a  forced-choice format  ,  the rater must choose from a set of descriptive statements 
about an employee. Typical sets of these statements are shown in Exhibit 9–6. Forced-
choice items are usually prepared by an HR specialist. Supervisors or others familiar with 
the ratees’ performance then evaluate how applicable each statement is. That is, they deter-
mine which statements describe effective or ineffective behavior. 
  Neutral statements are also sometimes included in forced-choice items. When the su-
pervisors evaluate their employees, they check the statements that describe the employee 
or, if the items are like the ones shown in Exhibit 9–6, they rank the statements from most 

Instructions: Rank from 1 to 4 the following sets of statements according to how they describe the 
manner in which __________________________________________________       

(name of employee)

performs the job. A rank of 1 should be used for the most descriptive statement, and a rank of 4 
should be given for the least descriptive. No ties are allowed.

__________________      Does not anticipate difficulties
__________________      Grasps explanations quickly
__________________      Rarely wastes time
__________________      Easy to talk to
__________________      A leader in group activities
__________________      Wastes time on unimportant things
__________________      Cool and calm at all times
__________________      Hard worker

EXHIBIT 9–6
Forced-Choice Items
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to least descriptive. The HR department then adds up the number of statements in each 
category (for example, effective behavior), and they are summed into an effectiveness in-
dex. Forced choice can be used by superiors, peers, subordinates, or a combination of these 
in evaluating employees. 

 Essay Evaluation 
 In the essay technique of evaluation, the rater may be asked to describe the strong and 
weak aspects of the employee’s behavior. In some organizations the essay technique is the 
only one used; in others, the essay is combined with another form such as a graphic rating 
scale. In this case, the essay summarizes the scale, elaborates on some of the ratings, or 
discusses additional dimensions that are not on the scale. In both these approaches, the es-
say can be open-ended, but in most cases there are guidelines on the topics to be covered, 
the purpose of the essay, and so on. The essay method can be used by raters who are supe-
riors, peers, or subordinates of the employee to be evaluated. A sample of an essay evalua-
tion for a salesperson is presented in Exhibit 9–7. 
  There is criticism about the accuracy and relevance of essay evaluations. 24  However, 
they do offer flexibility, and in an organization that emphasizes customer satisfaction, an 
evaluator can specifically address the ratee’s achievements in this area. This flexibility to 
discuss what the organization is attempting to accomplish is one strength of essays. On the 
other hand, comparing essays written by the same or different raters is difficult. Skilled 
writers can paint a better picture of an employee than can unskilled writers. 

 Critical Incident Technique 
 Simply stated, this technique requires raters to maintain a log of behavioral incidents that 
represent either effective or ineffective performance for each employee being rated. These 
incidents are  critical incidents  .  Because these incidents might not be directly comparable 
for different ratees, lists of standardized incidents can be prepared by an HR specialist in 
consultation with the operating managers. The rating task then becomes one of logging 
each time a subordinate engages in one of these behaviors. 
  An example of a good critical incident for a salesclerk is the following: 

 May 1—Dan listened patiently to the customer’s complaint, answered the woman’s questions, 
and then took back the merchandise, giving the customer full credit for the returned product. 
He was polite, prompt, and interested in her problem. 

  On the other hand, a bad critical incident might read as follows: 

 August 12—Dan stayed eight minutes over on his break during the busiest part of the day. 
He failed to answer three store manager’s calls on the intercom to report to cash register 4 
immediately. 

Marge has been absolutely dynamic in turning around sales in the San Antonio region. She has 
increased sales an average of 8 percent for the past 11 months, while cutting costs of acquiring a 
sale by $198 per sale. Letter after letter is received in headquarters complimenting us for having 
Marge as a salesperson. The customers lover her work and style. She has also trained three new 
sales trainees in the use of the new spreadsheet inventory control system. Her enthusiasm is 
contagious, and she has been one of the bright lights in showing others how to sell with a smile 
and high energy.

On two occasions, Marge blew up when asked to report in detail on two important service 
calls. She claimed that she lost her composure because the pressure was unbearable. Although 
she apologized to Chris, the sales district manager, Marge will have to learn that we operate on a 
closely controlled system. If she can control her quick-trigger temper, the sky is the limit for this 
outstanding sales  star.

EXHIBIT 9–7
Sample Essay 
Statement
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  Two factors make the critical incident technique successful. First, the supervisor has to 
be given enough time to observe each subordinate during the evaluation period. This is 
necessary so enough incidents are observed. Second, it is unreasonable to expect a supervi-
sor to remember all of the incidents that were observed. Therefore, the supervisor must be 
willing to take the time to record the incidents in the log. Otherwise, many of the incidents 
might be forgotten. Keeping a diary in the form of a log should be a valuable aid in formu-
lating an accurate appraisal of employees’ strengths and weaknesses, since there is evi-
dence that the more accurately a supervisor remembers behaviors, the more accurately she 
or he can evaluate them. 25  
  If such logs are used, the critical incidents that are recorded are valuable for perfor-
mance evaluation interviews. If done properly, the logs can help avoid many common 
rating errors and help facilitate discussions about how an employee’s performance can be 
improved. 

 Checklists and Weighted Checklists 
 Another type of individual evaluation method is the checklist. In its simplest form, the 
checklist is a set of objectives or descriptive statements. If the rater believes that the em-
ployee possesses a trait listed, the rater checks the item; if not, the rater leaves it blank. A 
rating score from the checklist equals the number of checks. 
  A variation of the checklist is the  weighted checklist.  Supervisors and HR specialists famil-
iar with the jobs to be evaluated prepare a long list of descriptive statements about effective 
and ineffective behavior on jobs; this process is similar to the critical incident process. Judges 
who have observed behavior on the job sort the statements into piles describing behavior that 
is scaled from excellent to poor. When there is reasonable agreement on an item (for example, 
when the standard deviation is small), it is included in the weighted checklist. The weight is 
the average score of the rater’s prior to use of the checklist. 
  An example of a weighted checklist is presented in Exhibit 9–8. The supervisors or 
other raters receive the checklist without the scores and check the items that apply, as with 
an unweighted checklist. The employee’s evaluation is the sum of the scores (weights) on 
the items checked. Checklists and weighted checklists can be used by evaluators who are 
superiors, peers, or subordinates. 

Check all of those statements that are accurate descriptions of the behavior and activities of 
_______________________ for the period from _____________ to _______________

        (name) (date) (date)

Check as many or as few as apply. Weights
______ Is a decisive decision maker 10.0
______ Seems to be focused in addressing pressing problems 8.7
______ Is concerned about the quality of the work completed 10.0
______ Reviews carefully the work of technicians who report to him/her 7.4
______ Tactfully corrects poor-quality work of technicians 6.5
______ Is able to delegate a job to subordinate technicians 6.3
______ Is easy to work with 8.2
______ Is able to clearly communicate guidelines for improving work 8.0
______ Is sensitive to the needs of fellow workers 7.9
______ Gives credit freely to those who deserve recognition 6.1
______ Works well with people outside the work team 6.9

Note: Weights are not included on the actual weighted checklist to be completed. The items checked are added together to derive an 
overall score. A higher score indicates better performance.

EXHIBIT 9–8
Weighted Checklist 
for a Lead Technician 
Position
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 Behaviorally Anchored Rating Scales 
 Smith and Kendall developed what is referred to as the  behaviorally anchored rating 
scale (BARS)  or the  behavioral expectation scale  (BES). 26  The BARS approach relies on 
the use of critical incidents to serve as anchor statements on a scale. A BARS rating form 
usually contains 6 to 10 specifically defined performance dimensions, each with five or six 
critical incident “anchors.” Exhibit 9–9 presents one performance dimension for nursing 
competence. The anchor statement for a rating of 9 is “This nurse applies a full range of 
patient care skills and can be expected to perform all duties in an outstanding manner.” The 
rater would read the anchors and place an X at some point on the scale for the ratee. 
  A BARS usually contains the following features: 

 1. Six to 10 performance dimensions are identified and defined by raters and ratees (a 
group is selected to construct the form). 

 2. The dimensions are anchored with positive and negative critical incidents. 

 3. Each ratee is then rated on the dimensions. 

 4. Ratings are fed back using the terms displayed on the form. 

  The exact construction of a BARS is too complex for presentation here. However, it 
should be noted that usually two to four days are needed to develop a BARS. The result of 
the developmental work is a jargon-free rating scale that is closely related to the require-
ments of a given job. A variation on the basic approach presented above is one in which 
raters are instructed to write their observations of the ratee’s performance, and then draw 
an arrow to the appropriate rating. By linking actual observed performance (captured with 

Job Performance: The ability to successfully fulfill duties and job expectations.

This nurse could be expected to
read nursing journals to improve
his or her skill sets.

This nurse would take extra care 
to memorize patient names.

This nurse could be expected
to put in extra time and care to
ensure patient’s comfort.  

This nurse would be expected
to feel good about being a  
nurse.

This nurse could not be
expected to give patients their  
medications on time.

Very High

Very Low

9  

8

7

6

5

4

3

2

1

Rater _______________   Ratee _______________

EXHIBIT 9–9 
A Behaviorally 
Anchored Rating 
Scale for Nurses

Source: Copyright by Jacob 
 Joseph, University of Alaska–
Fairbanks. Used by permission.
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note-taking) to the behavioral expectations on the BARS scale, the ratee can more easily 
understand how to improve his or her performance. 

 Behavioral Observation Scales 
 Latham and associates developed the  behavioral observation scale (BOS)  as an ap-
proach to performance evaluation. 27  Like BARS, the BOS uses the critical incident tech-
nique to identify a series of behaviors covering the domain of the job. A major difference 
between BARS and BOS is that instead of identifying those behaviors exhibited by the 
ratee during a rating period, the rater indicates on a scale how often the ratee was actually 
observed engaging in the specific behaviors identified in the BOS. 
  Exhibit 9–10 presents four behavior items that are used to appraise the performance of 
a first-line supervisor in a manufacturing plant. In this BOS appraisal form, 25 behavioral 
items are identified. The maximum score is 125 (25  3  5), and the minimum score is 25. 
Supervisors with scores above 115 are considered excellent performers, while a score in 
the 25 to 34 range is considered extremely poor. Each firm using a BOS must determine 
the meaning and importance of the total score for its ratees. 
  BARS and BOS were developed in the hope that they would yield more objective rat-
ings than other rating scale formats (most notably, graphic rating scales) because they were 
behaviorally based. Unfortunately, years of research have suggested that this hope was 
unwarranted. Most researchers interested in performance appraisal now agree with Landy 
and Farr, who concluded over 30 years ago that the format of a rating scale has minimal 
effects on the quality of a performance appraisal system. 28  
  If behavior-oriented approaches have any advantage over other formats, it is in the devel-
opment process that is typically used. Because supervisors and subordinates are involved in 
the development of the scales, these scales are generally better received, both by the persons 
who must complete them and by the persons whose performance is being assessed. 29  
  A second possible benefit of the behavioral approach is that it helps focus managers’ atten-
tion on important critical incidents for effective job performance. The incidents allow the su-
pervisor to discuss specific types of good and bad performance with the subordinate, and this 
may make the feedback more acceptable than if the supervisor talks in vague generalities. 30  

 Multiple-Person Evaluation Methods 
 By design, the methods of performance evaluation described so far are supposed to be used 
for evaluating employees one at a time—with no direct comparisons between employees. 
In this section, three techniques that compare an employee’s performance with that of one 

For each behavior listed use the following:

5 represents 95—100 percent of the time
4 represents 85—94 percent of the time
3 represents 75—84 percent of the time
2 represents 50—74 percent of the time
1 represents 0—49 percent of the time

Is accurate in preparing cost reports for Johnson project crews.
   Almost never 1 2 3 4 5     Almost always   

Practices sound energy conservation in supervising project crews.
   Almost never 1 2 3 4 5     Almost always   

Is available for technical consultation when needed.
   Almost never 1 2 3 4 5     Almost always   

Develops fair and equitable work schedule.
   Almost never 1 2 3 4 5     Almost always   

EXHIBIT 9–10
Sample BOS Items 
for Supervisor
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or more others will be discussed. While they differ in some ways, all three of these tech-
niques yield a similar kind of information; a list of employees ranked from best to worst. 

 Ranking 
 In their simplest form, rankings ask a supervisor to generate a list of subordinates in order 
on some overall criterion. This can be very difficult to do if the supervisor is asked to rank 
a large number of subordinates—over 20, say. Also, it is much easier for the supervisor to 
rank the best and worst employees in a reliable way than it is to rank the average ones. 
Because of this difficulty, a variation of simple rankings is alternative rankings. In this 
 approach, the evaluators pick the top employee first, then the bottom employee next. Then 
the second best is chosen, followed by the second worst. This process is followed until all 
persons have been ranked. 

 Paired Comparison 
 This approach was designed to make the ranking process easier for the supervisor and per-
haps more reliable, especially when there are many people to rank. Rather than asking the 
supervisor to rank everyone at once (which theoretically means that she or he must be think-
ing about the strengths and weaknesses of everyone at the same time), the  paired comparison  
method presents the supervisor with a series of cards, each of which contains only two sub-
ordinates’ names. The supervisor is then asked to choose which of these two persons is the 
higher performer. Thus, only the performance of these two individuals is being considered. 
For the technique to work properly, every possible pair of subordinates must be presented to 
the supervisor. In this way, she or he must rank each person one at a time against all other 
persons to be ranked. The final ranking is then determined by counting how many times a 
given employee was chosen as the better performer across all of the comparisons. 
  Exhibit 9–11 shows the results of a paired comparison for a work group of four persons. 
As shown, Tina Gomez would be the highest-ranked employee and Eddie Dorsey would be 
the lowest. 

EXHIBIT 9–11 
Paired Comparison 
Ranking for 
Employees in a 
Marketing 
Research Unit Rating Cards Filled Out by Supervisor

Tina Gomez

Eddie Dorsey 

Leslie Moore 

Tina Gomez

Leslie Moore 

Art Jones

Art Jones

Eddie Dorsey 

Leslie Moore 

Art Jones

Leslie Moore 

Eddie Dorsey 

Employees to be ranked:
Leslie Moore
Eddie Dorsey
Tina Gomez
Art Jones

Final ranking: 
1. Tina Gomez
2. Art Jones
3. Leslie Moore
4. Eddie Dorsey

iva29120_ch09_253-296.indd Page 271  12/12/11  12:59 PM user-f462iva29120_ch09_253-296.indd Page 271  12/12/11  12:59 PM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



272  Part Three  Rewarding Human Resources

  A major potential limitation of paired comparisons is the number of comparisons that 
must be made, especially in larger work groups. For all pairs to be represented, there must 
be  n ( n  – l)y2 pairs, where  n  equals the number of people to be ranked. Thus, with only 10 
subordinates, a supervisor will have to go through 10(10 – 1)y2 or 45 pairs of names. With 
large numbers of subordinates, this can be a tedious assignment for the supervisor. 

 Forced Distribution 
 The  forced distribution  system is similar to grading on a curve. A professor may decide 
ahead of time that the top 10 percent of scores on the next test will receive an A, the next 
20 percent will receive a B, the middle 40 percent will get a C, and so on until the bottom 
10 percent receive an F. Applying this concept to performance appraisals, the supervisor is 
asked to rate employees on the basis of some organizationally determined, preexisting 
distribution of categories (e.g., exceptional, meeting standards, needs improvement). 
  The key to this system is that the predetermined distribution must be followed by the  
rater, regardless of how well the students (in the case of a test) or the employees performed. 
So if a class of students did extremely well on our hypothetical professor’s test, many of 
the students might still be very disappointed, since 10 percent will still receive an F, even 
if they got a large number of questions correct. On the other hand, if the class as a whole 
did very poorly on the test, 10 percent would nonetheless receive an A, as long as they did 
better than everyone else. That is, a student’s grade is determined by how well he or she did 
relative to the other students and to the predetermined grade distribution that the professor 
desired. The same would be true in an organization where a supervisor is told by the com-
pany to use a particular score distribution. A supervisor with all exceptional subordinates 
will necessarily have to rate some poorly; a supervisor with mediocre subordinates will 
have to rate some highly. 
  Like Jack Welch, former CEO of General Electric, there are many proponents of forced 
distribution performance appraisals who believe this approach forces managers to weed 
out lower-performing employees while rewarding top performers. They make the case that 
otherwise nice managers who prefer to rate all of their employees as above average or sat-
isfactory will be pushed to rate some employees as below average. At General Electric, a 
three-bucket approach to performance appraisal was developed in which managers were 
required to divide their employees into three groups: top 20 percent, middle 70 percent, 
and bottom 10 percent. 31  For every 10 employees who were evaluated under this system, 
1 had to be classified as a bottom performer. Hewlett-Packard uses a scale in which 15 per-
cent of employees receive the highest score of 5, 5 percent are given the lowest score of 1, 
and the remaining 80 percent of employees receive varying scores of 2, 3, or 1. 32  Other 
firms that use forced rankings include Ford, Intel, Microsoft, and Conoco. 33  
  Detractors of forced distribution systems argue that there are several negative conse-
quences of using such a rigid approach to evaluating performance, including: 

 1. Comparing employees against one another may lead to unhealthy competition among 
employees and result in lower levels of teamwork. 

 2. If rankings are based on a less-than-perfect assessment method (e.g., politics affects 
some employees’ ratings), then forced distribution systems might be vulnerable to legal 
actions. 

 3. After the first year or two of terminating “low performers,” this performance evaluation 
method may force managers to place formerly “good” employees into the “low-performer” 
category, ultimately causing morale problems. 

 Some firms are taking notice of these and other objections related to forced distribution 
performance management systems. Even General Electric has begun to emphasize less the 
20/70/10 split from its online performance management tool and refers to its lower 
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 performers as “less effectives” now instead of “bottom 10s” as it did in the past. This could 
be a sign that while helpful in weeding out low performers in the short term, the long-term 
use of forced distribution evaluations may need to be tempered in light of potential prob-
lems they may cause in terms of employee morale, fairness perceptions when politics and 
rater bias occurs, and ultimately, legal challenges. 

 Management by Objectives 
 In most of the traditional performance evaluation systems, the raters judge past perfor-
mance and attempt to report their judgments using one of the techniques described above. 
Because performance evaluation is used for making important decisions that affect 
 employees, the rater is placed in a difficult and somewhat antagonistic role. 
  McGregor believed that, instead of creating antagonisms because of judgments, the supe-
rior should work with subordinates to set goals. This would enable subordinates to exercise 
self-control and manage their job performance. From the early beliefs of McGregor, Drucker, 
and Odiorne has emerged the  management by objectives (MBO)  approach. 34  
  MBO is more than just an evaluation program and process. It is viewed as a philosophy 
of managerial practice, a method by which managers and subordinates plan, organize, con-
trol, communicate, and debate. By setting objectives through participation or by assignment 
from a superior, the subordinate is provided with a course to follow and a target to shoot for 
while performing the job. Usually, an MBO program follows a systematic process, such as 
the following: 

 1. The superior and subordinate conduct meetings to define key tasks of the subordinate 
and to set a limited number of objectives (goals). 

 2. The participants set objectives that are realistic, challenging, clear, and comprehensive. 

 3. The superior, after consulting with the subordinate, establishes the criteria for assessing 
the accomplishment of the objectives. 

 4. Dates for reviewing intermediate progress are agreed upon and used. 

 5. The superior and subordinate make any required modifications in the original 
objectives. 

 6. A final evaluation by the superior is made and a meeting is held with the subordinate in 
a counseling, encouraging session. 

 7. Objectives for the next cycle are set by the subordinate after consulting with the supe-
rior, keeping in mind the previous cycle and future expectations. 

  MBO-type programs have been used in organizations throughout the world. 35  Various 
types of objectives have been set in these programs. A sample of objectives taken from 
actual MBO evaluation forms is presented in Exhibit 9–12. Most of these objectives are 
stated in the language of the job or occupation. Some of them are routine, others are inno-
vative, and some are personal, such as the accountant’s objectives. 
  For MBO and other performance management programs to be effective, both the man-
ager and the subordinate must be actively involved in the objective formulation process, 
and they must also agree on the nature of performance assessment—what measures will be 
used to evaluate success and failure. 36  
  Historically, one of the central features of MBO was that discussions about subordinates’ 
performance centered on results. This was, in fact, presumed to be one of MBO’s greatest 
advantages over other evaluation systems. Interestingly, many current perspectives on im-
proving quality in American manufacturing and services find that some MBO programs are 
too results oriented and insufficiently process oriented. For  example, W.  Edwards Deming 
argued that a focus on numerical goals, managing by results, and taking immediate action 
on any error (such as a complaint or delay) has led to a dysfunctional management style in 
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American corporations. His major complaint is that MBO places too much emphasis on 
detecting problems and too little emphasis preventing those difficulties before they occur. 
He argues that the focus must be on the process underlying the system of production and 
service delivery. The manager and employee should work cooperatively to improve this 
underlying basis for productivity. To do so, managers must be coaches and counselors, not 
judges. 37  
  Does this mean that MBO and the total quality management are incompatible? Not 
necessarily, but any organization that tries to implement such a system must be aware of 
the critical implications. Some observers have suggested that the most important implica-
tion is an acknowledgment that any employee’s performance is affected both by his or her 
ability and motivation and by the production system that is in place. With this acknowledg-
ment, an organization can begin to understand how best to establish objectives and facili-
tate employees’ productivity. So too, it must at least consider a system of appraisal in 
which someone’s merit is not tied exclusively to whether objectives and goals were met. 
Rather, the MBO should be viewed also as an impetus for changing the system—not 
merely as an appraisal process. 38  
  A number of other pitfalls and problems with MBO have been identified. These include 
the following: 

 • Too much paperwork is involved. 

 • Too many objectives are set, and confusion occurs (it appears to be more efficient to 
work with only four, five, or six objectives). 

 • MBO is forced into jobs where establishing objectives is extremely difficult. 

 • There may be a failure to tie in MBO results with rewards. The question “Why are we 
doing this?” is often asked. 

Occupation in 
Organization Type of Organization Objective Statement

    Sales representative   Petrochemical firm      Contact six new clients in West AVA 
region and sell to at least two of 
these new clients within the next 
semiannual cycle.

   Product manager     Food processing plant      Increase market share of creamy 
peanut butter by at least 3.5 percent 
before next objective meeting 
(nine months from today) without 
increasing costs by more than 
2 percent.

Skilled machinist Job shop  Reduce flange rejects by 8 percent 
by August 15.

Accountant Accounting firm  Attend two auditing seminars 
to improve and update audit 
knowledge by the end of summer 
(September 15).

Plant manager Assembly-line plant  Decrease absenteeism of operating 
employees from 18.9 percent to 
under 10 percent by January 1.

Engineer Construction company  Complete power plant tower 
project within 30 days of 
government-specified target date 
(November 10).

EXHIBIT 9–12
Examples of MBO 
Evaluation Objectives
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 • There is too much emphasis on the short term. 

 • Superiors are not trained in the MBO process and the mechanics involved. 

 • Original objectives are never modified. 

 • MBO is used as a rigid control device that intimidates rather than motivates. 

  These and other problems need to be minimized or overcome if MBO is to have any 
chance of success. 39  In some situations MBO is very effective; in other cases, it is costly 
and disruptive. Just as with the other evaluation techniques available, managers need to 
examine purposes, costs, benefits, and their own preferences before selecting or discarding 
an MBO program. 

 Which Technique to Use 
 Perhaps you now feel overwhelmed by the large number of evaluation techniques. You 
should know that not all of them are used very often. The graphic rating scale is the most 
widely used technique. Studies indicate that the essay method is also widely used, usually 
as part of a graphic rating scale form. Checklists are common, too. Studies show that other 
methods, such as forced choice, critical incident, BARS, BOS, field review, and MBO 
combined are used by only about 5 percent of firms. Ranking and paired comparison are 
used by 10 to 13 percent of employers. MBO is most likely to be used for managerial, 
professional, and technical employees, not production and office personnel. 40  
  Which techniques should be used in a specific instance? The literature on the shortcom-
ings, strengths, reliabilities, and validities of each of the techniques is vast. In essence, 
studies show that each technique is sometimes good and sometimes poor. The major prob-
lems are not with the techniques themselves but with how they are used and by whom. 
Untrained raters or raters who have little talent or motivation to evaluate well can destroy 
or hamper any evaluation technique. The rater is more critical than the technique in devel-
oping effective evaluation systems. 
  Exhibit 9–13 presents a summary of some of the strengths and weaknesses of the vari-
ous performance evaluation techniques. 

PE Techniques Comments

Rating scales  Easy to use, easy to complete, relatively low cost; 
focuses too much on person instead of on performance.

Forced choice  Selectively low cost, easy to use, difficult to explain to 
those evaluated.

Essay  Good in providing specific feedback if evaluator is a 
good writer, difficult in making comparisons across 
those being evaluated.

Critical incidents  Time consuming, must be disciplined to log in incidents, 
reveals critical behaviors that can be fed back easily.

Behavior scales  Difficult to develop, time-consuming, great for 
providing specific feedback to aid in improving 
performance.

360-degree feedback   Provides a more complete view of performance, but 
is time-consuming and expensive to moderately 
administer.

Ranking and paired comparisons  Hard to use for providing feedback, good for making 
comparisons among employees.

MBO  Focuses on results that are important, sometimes too 
short-term oriented, does not engage in comparisons 
among employees.

EXHIBIT 9–13
Some Advantages 
and Disadvantages of 
Various Performance 
Evaluation Techniques
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 Potential Problems in Performance Evaluations 

 Regardless of which technique or system is chosen, there are going to be many problems 
encountered in its use. None of the techniques is perfect; they all have limitations. Some of 
these limitations are common to all of the techniques, while others are more frequently 
encountered with certain ones. 

 Opposition to Evaluation 
 Most employees are wary of performance evaluation. Perhaps the most common fear is of 
subjectivity on the part of the rater. Subjective bias and favoritism are real problems that 
create opposition to most performance evaluation systems. These fears are hidden, how-
ever, and other, more general arguments are provided. For example, those who oppose the 
use of formal performance evaluation systems argue that 

 • They focus too much attention on alleviating symptoms of poor performance rather than 
identifying the underlying causes. 

 • Managers and employees dislike the evaluation process. Raters especially have prob-
lems with reaching decisions about the performance levels of employees. 

 • Employees who are not evaluated in the top performance category experience a reverse 
motivation effect: They slow down (employee problems). 

 System Design and Operating Problems 
 Performance evaluation systems break down because they are poorly designed. The design 
can be blamed if the criteria for evaluation are poor, the technique used is cumbersome, or 
the system is more form than substance. If the criteria used focus solely on activities rather 
than output (results), or on personality traits rather than performance, the evaluation may 
not be well received. Some evaluation techniques take a long time to carry out or require 
extensive written analysis, both of which many managers resist. If this is the problem, an-
other technique can be chosen. Finally, some systems are not online and running. Some 
supervisors use the system, but others just haphazardly fill out the paperwork. Top man-
agement’s support for performance evaluation can remedy this problem of ritualism. 
  The HR Journal uses some humor to illustrate how organizations can become inaccurate 
in developing a system that uses measurement that is inappropriate. In some instances 
there is a disconnect between the performance system and the firm’s reward program. Does 
the hypothetical canoe racing humor in the HR Journal sound familiar? 

 Rater Problems 
 Even if the system is well designed, problems can arise if the raters (usually supervisors) 
are not cooperative and well trained. Supervisors may not be comfortable with the process 
of evaluation, or what Douglas McGregor called “playing God.” 41  This is often because 
they have not been adequately trained or have not participated in the design of the program. 
Inadequate training of raters can lead to a series of problems in completing performance 
evaluations, including: 

 • Problems with standards of evaluation. 
 • Halo effect. 
 • Leniency or harshness. 
 • Central tendency error. 
 • “Recency of events” error. 
 • Contrast effects. 
 • Personal bias (stereotyping; “similar to me”). 
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 Standards of Evaluation 
 Problems with evaluation standards arise because of perceptual differences in the meaning 
of the words used to evaluate employees. Thus,  good, adequate, satisfactory,  and  excellent  
may mean different things to different evaluators. Some teachers are “easy A’s,” while oth-
ers almost never give an A. They differ in their interpretation of excellent. If only one rater 
is used, the evaluation can be distorted. This difficulty arises most often in graphic rating 
scales but may also appear with essays, critical incidents, and checklists. 
  For example, Exhibit 9–14 presents a rating scale with unclear standards for four per-
formance dimensions that are difficult to rate. What does “good” performance for quality 
of work mean? How does it differ from a “fair” rating? How would you interpret the qual-
ity or quantity of performance? This rating scale is ambiguous. Perhaps defining the mean-
ing of each dimension and training raters to apply the five ratings consistently could reduce 
the potential rating problem. 

 The Halo Effect 
 At one time, it was believed that halo errors in ratings were the major problem in perfor-
mance evaluation.  Halo error  occurs when a rater assigns ratings for several dimensions 
of performance on the basis of an overall general impression of the ratee. 

A Japanese company and a California company decided 
to have a canoe race on the Columbia River. Both teams 
practiced hard and long to reach their peak perfor-
mance before the race.
 On the big day, the Japanese won by a mile.
 Afterward, the California team became very discour-
aged and depressed. The management of the California 
company decided that they had to find a reason for the 
crushing defeat. A “Measurement Team” made up of se-
nior management was formed to investigate and recom-
mend appropriate action.
 Their conclusion was that the Japanese company had 
8 people rowing and 1 person steering.
 So the management of the California company hired 
a consulting company and paid them incredible amounts 
of money. They advised that too many people were 
steering the boat and not enough people were rowing.
 To prevent losing to the Japanese again the next 
year, the rowing team’s management structure was 
 totally reorganized to 4 steering supervisors, 3 area 

steering superintendents, and 1 assistant superintendent 
steering manager.
 They also implemented a new performance system 
that would give the 1 person rowing the boat greater 
incentive to work harder. It was called the “Rowing 
Team Quality First Program,” with meetings, dinners, 
and free pens for the rower. “We must give the rower 
empowerment and enrichment throughout this quality 
program.”
 The next year the Japanese won by 2 miles. Humili-
ated, the management of the California company laid 
off the rower for poor performance, halted development 
of a new canoe, sold the paddles, and canceled all capi-
tal investments for new equipment. Then they used the 
money saved by giving a High Performance Award to 
the steering managers and distributed the rest of the 
money as bonuses to the senior executives.

Source: Anonymous, found at http://biosystems.okstate.edu/
Fun/race.htm (accessed on December 20, 2007).

HR Journal A Performance System–Reward Disconnect

 Scale: Place an X Rating of ____________________________

Performance Dimension Outstanding Good Fair Below Accepted Poor

Quantity of technical reports 

Quality of technical reports 

Creativeness 
Social interaction ability

EXHIBIT 9–14
Rating Scale with 
Unclear Standards: 
Graphic Rating Scale 
for Laboratory 
Scientists
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  Halo error can be either positive or negative, meaning that the initial impression can 
cause the ratings to be either too low or too high. Suppose that an information systems 
manager thought that one particular computer programmer was the best in the department 
at developing new software. If, solely on the basis of this impression, the programmer is 
given high ratings on decision making, getting along with peers, and leadership potential, 
then a halo error has occurred. 
  A problem with understanding and dealing with halo error is that the ratings represent 
an error only if they are not justified. That is, imagine that our computer programmer de-
served high ratings on the three dimensions of performance other than programming. Even 
though the manager was basing the ratings on a general impression, they could represent 
an accurate evaluation. In other words, it is important to realize that there is a difference 
between  halo errors  and  true halo,  which occurs when uniformly high or low ratings 
across different aspects of performance are actually justified by the ratee’s performance. 
  Interestingly, halo errors are not as common as was once believed. 42  Raters do seem to be 
able to distinguish halo errors from true halo in many situations. When halo errors do occur, 
however, they can be very difficult to eliminate. 43  One procedure to reduce this type of error 
is to have the rater evaluate all subordinates on one dimension before proceeding to another 
dimension. The theory underlying this practice is that thinking of one dimension at a time 
forces the rater to think in specific instead of overall terms when evaluating subordinates. 

 Leniency or Harshness Error 
 Performance evaluations require the rater to objectively reach a conclusion about performance. 
Being objective is difficult for everyone. Raters have their own rose-colored glasses with 
which they “objectively” view subordinates. Consequently,  leniency or harshness rating 
error  may occur in raters’ evaluations of their subordinates. Some raters see everything as 
good—these are lenient raters. Other raters see everything as bad—these are harsh raters. 
  Raters can assess their own tendencies toward harsh and lenient rating by examining 
their ratings. This self-assessment is sometimes startling. Another method used to reduce 
harsh and lenient rating is to ask raters to distribute ratings—forcing a normal distribution 
(for example, 10 percent of the subordinates will be rated as excellent, 20 percent rated as 
good, 40 percent rated as fair, 20 percent rated below fair, and 10 percent rated as poor). 

 Central Tendency Error 
 A  central tendency error  occurs when a rater avoids using high or low ratings and as-
signs average ratings. The rater resorts to a philosophy that everyone is about average and 
rates subordinates around a 4 on a 1 to 7 scale or a 3 on a 1 to 5 scale. This type of “aver-
age” rating is almost useless—it fails to discriminate between subordinates. Thus, it offers 
little information for making HRM decisions regarding compensation, promotion, training, 
or what should be fed back to ratees. Raters must be made aware of the importance of dis-
criminating across ratees and the use of evaluations. This sometimes stimulates raters to 
use less central (average) ratings. 

 Recency-of-Events Error 
 One difficulty with many of the evaluation systems is the time frame of the behavior being 
evaluated. Raters forget more about past behavior than current behavior. Thus, many per-
sons are evaluated more on the results of the past several weeks than on six months’ aver-
age behavior. This is called a  recency  -of-events rating error . 
  Some employees are well aware of this difficulty. If they know the date of the evalua-
tion, they make it their business to be visible and noticed in many positive ways for several 
weeks in advance. Many evaluation systems suffer from this difficulty. It can be mitigated 
by using a technique such as critical incident or management by objectives (MBO) or by 
irregularly scheduled evaluations. 
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 Contrast Effects 
 Recall that with the individual performance evaluation techniques each employee is sup-
posed to be rated without regard to other employees’ performance. Some evidence, how-
ever, suggests that supervisors have a very difficult time doing this. If a supervisor lets 
another employee’s performance influence the ratings that are given to someone else, then 
a  contrast effect  has occurred. 44  For example, when the performance of an average em-
ployee is evaluated immediately after the performance of an outstanding employee, the 
supervisor might end up rating the average person as “below average” or “poor.” 
  Contrast effects can also occur when a supervisor unknowingly compares employees’ 
present performance with their past performance and this comparison affects ratings. 
Those who have been poor performers in the past could get rated “above average” if they 
improve their performance, even if the improvement actually only brings their performance 
up to “average.” 
  Contrast effects are another rating problem that is difficult to eliminate. Fortunately, this 
type of error seems to dissipate over time, as more information about employees’ perfor-
mance is gathered. 45  

 Personal Bias Error 
 A  personal bias rating error  is (as the term implies) an error related to a personal bias 
held by a supervisor. There are several kinds of personal bias errors. Some can be con-
scious, such as blatant discrimination against someone because of sex or race. Or some 
supervisors might try to “play favorites” and rate people they like higher than people they 
don’t like. 46  
  Other personal bias errors are more subtle, and the supervisor might be totally unaware 
of them. For example, an error sometimes occurs when a rater gives a higher rating be-
cause the ratee has qualities or characteristics similar to the rater’s. 
  Personal bias errors have been detected in many studies of performance evaluation. 
Research indicates that personal liking can affect the attributions a manager makes about a 
subordinate’s level of performance as well as the kind of feedback that he or she will 
give. 47  However, “trait” ratings seem to be more strongly affected than “outcome” ratings 
by personal biases such as liking. 48  Moreover, errors associated with ratees’ sex and race 
do occur. The effect of these errors is generally small when supervisors have adequate 
performance-related information upon which to base ratings, 49  but even small  effects for 
characteristics such as sex, age, and race are cause for concern. Thus, organizations should 
attempt to eliminate even small effects for these characteristics. Eliminating rater bias is 
especially important because when employees perceive that performance ratings are being 
manipulated by a supervisor (due to personal bias or desire to punish employees), subordi-
nates experience lower job satisfaction and are more inclined to quit their jobs. 50  

 Eliminating Rater Errors 
 As mentioned earlier, behavior-based rating scales were originally designed to help elimi-
nate the kinds of rating errors just described. But when such scales didn’t demonstrate any 
consistent superiority over other rating formats, researchers began to concentrate more on 
the rating  pro  c  ess.  51  In other words, more recent efforts to improve performance evalua-
tions in organizations have centered on helping raters more accurately observe, recall, and 
report behavior. 

 Rater Training 
 One popular way to improve managers’ ability to conduct effective performance appraisals 
is through rater training programs. Many types of programs exist, differing in focus, cost, 
and duration. The two most popular types are training programs designed to eliminate 
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common rating errors such as halo error and training programs designed to improve the 
supervisor’s observation and recording skills. 
  Programs dealing with errors do seem to eliminate many of these from ratings. In addi-
tion, even short, relatively inexpensive programs are effective at accomplishing this goal. 
However, there is much less evidence that this kind of training actually increases the 
 accuracy of appraisals. Programs focused on observation and recording skills may offer 
greater improvements in accuracy than those that simply focus on errors. 52  
  In either case, training alone will probably not solve all the problems of performance 
appraisal. Unless raters are motivated to use the system effectively and unless they are 
given the opportunity to observe their subordinates’ performance, errors such as those dis-
cussed are likely to continue. 

 Avoiding Problems with Employees 
 For the evaluation system to work well, the employees must understand it and feel that it is 
a fair way to evaluate performance. In addition, they must believe that the system is used 
correctly for making decisions concerning pay increases and promotions. Thus, for a per-
formance evaluation system to work well, it should be as simple as possible—unnecessary 
complexity in rating forms or other evaluation procedures can lead to dissatisfaction among 
employees. 53  The system should also be implemented in a way that fully informs employ-
ees about how it is going to be used. 54  
  One way to help foster understanding about the system is to allow employees to partici-
pate in its development. It can also be helpful if they are trained in performance evaluation 
methods so they can better understand how difficult the process can be. Self-evaluation can 
be a useful addition to an evaluation system, especially for purposes of facilitating perfor-
mance evaluation discussions with a supervisor. 
  With regard to fairness, performance evaluation is in some ways like grading systems in 
schools. If you have received grades that you thought were unfair, inequitable, incorrectly 

HR Challenge (continued from page 255)

Let’s get back to Ed and his supervisor, Hector. Now that the vice presidents have had their 
meeting about performance evaluation, the tentative decision to start up Mary’s plan has 
been passed on to the department heads.

Bob (department head) I’m just reviewing your suggested pay and promotion 
 recommendations for your unit, Hector. You know I try to delegate as much 
as I can. But I know some of the people you have recommended for big raises 
and promotions, and I notice some surprising omissions. Since I’m responsible 
for the whole department, I’d like to review this with you. Understand, I’m not 
 trying to undercut you, Hector.

Hector (supervisor) Oh, I understand, Bob. No problem! Where do you want to start?
Bob  Let me just make suggestions. I note that Mo, who’s always been in our 

high-reward group, isn’t here, nor is Ed, a good worker. And you do have Joe 
in your high-reward group. In the past, he never appeared there. How did you 
make these recommendations?

Hector I looked my people over and used my best judgment.
Bob  Well, Hector, what facts did you use—did you look at the quarterly output 

printout, their personnel files, or what? How about performance evaluations? 
Partridge is thinking about a formal system to evaluate employees and help 
decide who should be promoted and get raises.

Hector  I believe I know my people best. I don’t need to go through a lot of paperwork 
and files to come up with my recommendations.

iva29120_ch09_253-296.indd Page 280  12/12/11  12:59 PM user-f462iva29120_ch09_253-296.indd Page 280  12/12/11  12:59 PM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 9  Performance Evaluation and Management  281

computed, or based on the “wrong things” (for example, always agreeing with the instruc-
tor), you know what your reactions were! Students will say “I got an A” for a course in 
which they worked hard and were fairly rewarded. They will say  “He  (or  she ) gave me a 
D” if they feel it was unfair. Their reaction sometimes is to give up or to get angry. Similar 
responses can come from employees as well. If raters are incompetent or unfair, the em-
ployees may resist, sabotage, or ignore the rating program. 

 The Feedback Interview 

 An effective performance evaluation system involves two-way communication. That is, 
there must be active communication between the supervisor and the subordinate about 
performance. Evaluation should not be viewed simply as a once-a-year completion of rat-
ing forms. On the contrary, it is a continuing process. 
  To help with this communication, the supervisor should hold an evaluation interview 
with each subordinate in order to discuss his or her appraisal and to set objectives for the 
upcoming appraisal period. In addition, experts advise that actions concerning the employ-
ee’s development or salary should not be discussed during this interview. 55  Thus, although 
most organizations with formal evaluation systems give employees feedback, many are not 
doing it in the best way possible. Exhibit 9–15 provides eight specific interview suggestions 
that can help make the feedback session productive, educational, and informative. 

1. Raters and ratees should prepare for the meeting and be ready to discuss the employee’s past 
performance against the objectives for the period.

2. The rater should put the employee at ease and stress that the interview is not a disciplinary 
session, but a time to review past work in order to improve the employee’s future performance, 
satisfaction, and personal development.

3. The rater should budget the time so that the employee has approximately half the time to 
discuss the evaluation and his or her future behavior.

4. The rater should use facts, not opinions. Evidence must be available to document the claims 
and counterclaims.

5. The rater should structure the interview as follows:
 •  First, open with specific positive remarks: For example, if the employee’s quantity of work is 

good, the superior might say, “John, your work output is excellent. You processed 10 percent 
more claims than were budgeted.”

 •  Second, sandwich performance shortcomings between two discussions of positive results, 
and orient the discussion to performance, not personal criticisms. Stress that the purpose 
of bringing the specific issues up is to alleviate problems in the future, not to criticize the 
past. Probably no more than one or two important negative points should be brought up 
at one evaluation. It is difficult for many people to work toward improving more than two 
points. The handling of negative comments is crucial. They should be phrased specifically 
and be related to performance, and it should be apparent to the employee that their 
purpose is not to criticize but to improve future performance. Many people become 
very defensive when criticized. Of course, the interviews should be private, between the 
employee and the evaluator.

 • Third, conclude with positive comments and overall evaluation results.
6. The rater should not overwhelm the ratee with information. Too much information can be 

confusing although too little can be frustrating. The rater must balance the amount of 
information that is provided.

7. The rater should encourage the ratee’s involvement and self-review and evaluation. Ask the 
ratee to do his or her own evaluation on a periodic basis.

8. The final aspect of the interview should focus on future objectives and how the superior can 
help the employee achieve organizational and personal goals. Properly done, the interview 
contributes importantly to the purposes of performance evaluation.

EXHIBIT 9–15
Suggestions for 
Effective Evaluation 
Interviews: Steps and 
Skills
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  Metropolitan Property and Casualty Insurance Company incorporates the feedback in-
terview, which has led to an entirely new focus in appraisal. After the company became 
dissatisfied with its traditional approach, it implemented a program called “Focus on 
Achievement.” 56  Rather than emphasizing evaluations of past performance, this new per-
spective attempts to focus attention on future improvements in performance. The program 
is based on several key assumptions, all of which stress that the employee is responsible for 
his or her performance and that the supervisor’s role in appraisal is primarily one of help-
ing subordinates achieve their own personal goals. A similar program was developed at 
Weyerhaeuser. 57  Both programs begin with the basic assumption that employees want to 
perform well and that appraisals should not be used as a way of controlling behavior, but 
rather as an important link in the feedback chain. Two-way communication is critical to 
these and other similar programs. 
  Following these suggestions is not always easy. There are obviously times when the 
supervisor must be a judge and not just a counselor. With appropriate interviewing skills, 
however, many of the problems with communicating performance to subordinates can be 
overcome. These skills include the ability to speak clearly, listen carefully, gather and ana-
lyze information thoroughly, and negotiate the amount of and the use of resources. A poor 
feedback interview occurs because of poor preparation, error and miscalculation about the 
purpose of the sessions, and failure of the rater and the ratee to achieve some accuracy in 
understanding each other. A rater should always realize that a ratee’s belief in the fairness 
of an appraisal will be a major determinant of her or his reaction to the system. 58  When 
subordinates trust the supervisor to conduct fair and unbiased appraisals, their satisfaction 
with the system increases dramatically. 59  

HR Challenge (continued from pages 255 and 280)

Hector was not very happy about having to take time out from his supervisory duties to 
attend a required training session about the new evaluation system for all managers. But 
he’d had some problems with his boss, Bob, over pay and promotions.
 The session began with some short lectures. But most of the session involved practice on 
how to complete the rating forms for several kinds of employees. The supervisors were en-
couraged to review their employees’ files and to jot down notes about employees’ good 
and bad performances. They also practiced the evaluation interviews on each other. Given 
the ratings, they completed interviews on a very good, an average, and a poor employee. 
Other policies were also covered. They learned about the new MBO system and how it was 
going to work. Still, Hector was a bit skeptical.
 Hector thought he’d better start the evaluations, since Bob had asked him how they 
were going. Hector decided to do Ed first. He still was a little worried about how it would 
go. Ed had been trained in what to expect. “Hope they haven’t built him up too high,” 
Hector thought. In reviewing the files, his notes, and his observations, Hector realized he 
had overlooked how well Ed had come along. He had done an excellent job, so Hector 
rated him highly.
 Hector called Ed in for the interview. Hector referred to his notes and started and ended 
the interview on a positive note. He talked just a little about the shortcomings he’d noticed 
and offered to help Ed improve. At the beginning of the interview, Ed had been nervous. 
But he beamed at the end.
 Hector finished the interview by saying he was recommending Ed for a good raise at 
the earliest chance. Over the next few days, Ed seemed to be especially happy. Maybe it 
was Hector’s imagination, but he seemed to be working a bit harder, too, although he was 
already a good worker.
 The training, formal system, and well-prepared feedback interview seemed to pay off.
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  None of this suggests that a manager should never be a judge or should never criticize 
poor performance. Sometimes there is no choice but to give negative feedback to an em-
ployee. Under these circumstances, it can be very helpful to let the negative information 
flow naturally from the conversation in the appraisal interview. 60  In other words, rather 
than emphasizing the negative, it is easier for subordinates to accept criticism if discus-
sions of shortcomings are seen as part of the larger topic of discussion: ways of improving 
future performance. By focusing on job-related problems, involving the ratee in setting 
realistic performance goals, and providing useful information in a nonthreatening manner, 
a rater can effectively use the interview. The feedback interview is designed to accomplish 
goals such as (1) recognizing and encouraging superior performance so that it will con-
tinue, (2) sustaining acceptable behaviors, and (3) changing the behavior of ratees whose 
performance is not meeting organizational standards. 
  Performance feedback reviews are designed to prevent situations such as Ed’s confu-
sion and Hector’s failure to give him positive feedback. If the evaluation has been prop-
erly done, the employee knows where he or she stands and has received positive 
feedback on accomplishments and help on shortcomings. This is the developmental 
aspect of performance evaluation. The reward aspect can include pay raises (see Chap-
ters 10 and 11). 

Summary    Formal performance evaluation of employees is the HRM process by which the organiza-
tion determines how effectively the employee is performing the job. It takes place primar-
ily for white-collar, professional-technical, and managerial employees. It rarely is done for 
part-time employees, and only for about half of all blue-collar employees. Although the 
data are not entirely clear and criticisms in some cases are warranted, it appears that, if 
properly done, performance evaluations and feedback can be useful for most organizations 
and most employees. 

  To summarize the major points covered in this chapter:  

  1. Performance management is the process and actions taken to align employee perfor-
mance and organizational goals. A tool in performance management is performance 
evaluation. 

  2. The purposes that a formal performance evaluation can serve include 

  a.  Development. 

  b.  Reward. 

  c.  Human resource planning. 

  d.  Validation. 

  3. For a formal performance evaluation to be effective, six steps must be taken: 

  a.  Establish performance standards for each position. 

  b.  Establish performance evaluation policies on when and how often to evaluate, who 
should evaluate, the criteria for evaluation, and the evaluation tools to be used. 

  c.  Have raters gather data on employees’ performance. 

  d.  Evaluate employees’ performance. 

  e.  Discuss the evaluation with the employee. 

  f.  Make decisions and file the evaluation. 

  4. Performance evaluation systems have problems because of 

  a.  Systems design and operating difficulties. 
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  b.  Problems with the rater: 

  1. Problems with standards of evaluation. 

  2. Halo effect. 

  3. Leniency or harshness rating error. 

  4. Central tendency error. 

  5. Recency-of-events rating error. 

  6. Contract effect. 

  7. Personal biases. 

  c.  Employees’ problems with performance evaluation: 

  1. Employees don’t understand the system or its purpose. 

  2. Employees are not work-oriented. 

  3. Evaluation may be below the employee’s expectations. 

  5. Performance evaluation interviews that involve feeding back evaluation information 
can be effective if the evaluation information is meaningful, clear, and helpful. On the 
other hand, feeding back information can be quite stressful if the evaluation is consid-
ered unfair, inaccurate, and poorly designed. Selecting the best evaluation approach 
for the employees and managers to use is an important decision. 

  6. Properly performed, performance evaluation can contribute to organizational objec-
tives and employees’ development and satisfaction. These are goals of performance 
management. 

 Key Terms  behaviorally anchored 
rating scale (BARS),  p. 269  
 behavioral observation 
scale (BOS),  p. 270  
 central tendency error, 
 p. 278  
 contrast effect,  p. 279  
 criteria relevance,  p. 261  
 criteria sensitivity,  p. 261  
 critical incidents,  p. 267  

  1. What is “360-degree feedback”? What advantages might it have over more traditional 
performance appraisal systems that use only downward feedback? What are some of 
the potential problems that could occur in using a 360-degree feedback system? 

  2. How can training for those who conduct performance evaluations improve the overall 
effectiveness of the performance management system? 

  3. Review three of the evaluation approaches discussed in this chapter by applying 
W.  Edwards Deming’s criticisms. How does each approach fare? 

  4. How often should formal performance evaluations take place? Informal ones? 

  5. Describe a time when your performance was evaluated at work or after completing a 
school project. To what degree was the evaluation process fair? What would you have 
done differently to make it more fair? 

  6. Explain why performance management is important in accomplishing organizational 
goals. 

 forced-choice format, 
 p. 266  
 forced distribution,  p. 272  
 halo error,  p. 277  
 inter-rater reliability,  p. 261  
 leniency or harshness 
rating error,  p. 278  
 management by objectives 
(MBO),  p. 273  
 paired comparison,  p. 271  

 performance evaluation,  
p. 257  
 performance management, 
p. 255 
 personal bias rating error, 
 p. 279  
 recency-of-events rating 
error,  p. 278  
 360-degree feedback,  
p. 263  

 Questions for 
Review and 
Discussion 
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  7. What are the characteristics of an effective appraisal interview? How should new and 
experienced employees be treated differently during the interview? 

  8. What should an organization do in order to help make sure that its performance evalu-
ation system is legal? What is the role of job analysis in this process? 

  9. What is MBO? What advantages does it have over traditional performance evaluation 
methods? What are its weaknesses? 

  10. What are the major reasons for employee complaints about performance appraisal 
systems? 
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 Objective
The exercise is designed to have the student use knowledge about selection and perfor-
mance appraisal to design an appraisal system.

Introduction
Row Engineering (name disguised) is a major engineering contractor, supplying aero-
space firms, NASA, and the military with sophisticated equipment designs. Because of 
their rapidly expanding business, Row executives have decided that a formal manage-
ment information system (MIS) is needed. The MIS may be used to monitor progress on 
projects, limit employees’ access to classified information, reduce unnecessary duplication 
across similar projects, and generally increase efficiency by ensuring that the proper man-
agers and engineers receive timely and relevant information for decision making.

Row has four major design facilities scattered throughout the southern and eastern United 
States in areas where approximately 50 percent of all high school graduates are black. Engi-
neers at the different facilities typically work on different projects. Thus, Row executives have 
decided that one MIS department should be established for each of the four facilities. While 
these will be linked by computer, each MIS department will have a great deal of autonomy.

Each MIS department will be made up of one administrator, seven administrative as-
sistants, numerous technical personnel (for example, computer programmers), and cleri-
cal staff (for example, data entry personnel). The 28 administrative assistant positions will 
be key entry-level managerial positions. The administrative assistants will be responsible 
for securing and maintaining information for their assigned MIS area. Also, some may 
eventually be promoted to middle management positions in the future. Typical duties of 
an administrative assistant will include

A. Determining appropriate information needs from various projects for the MIS data-
base. To do so requires cooperation with project engineers and managers as well as 
personnel from other departments.

B. Working with other MIS administrative assistants to develop standardized information 
reporting procedures. Such procedures facilitate the aggregation and comparison of 
specific types of information from different projects.

C. Creating and distributing instruction manuals outlining correct procedures for acquir-
ing and reporting information for various departments. Sometimes administrative 
assistants will provide orientation sessions for company personnel.

D. Ensuring that necessary and timely information is supplied by each project or depart-
ment, using standardized reporting procedures.

E. Supervising technical and clerical staff who are responsible for data input and retrieval.
F. Supervising technical staff who develop and purchase information software.

 EXERCISE 9–1 
 Selecting and 
Appraising 
Administrative 
Assistants at Row 
Engineering 

This exercise was developed by Dr. William H. Ross, Jr., University of Wisconsin, La Crosse.
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G. Maintaining project security by documenting computer analyses, ensuring that only 
authorized personnel receive relevant information, supervising clerical staff, and pre-
venting unauthorized photocopying of specific types of information.

H. Supplying information, as requested, to project managers, specific departments, and 
contract monitors.

I. Documenting and supplying information to the fiscal services department regarding 
monthly time and computer-use expenditures for various projects. Fiscal services uses 
this information when comparing actual and estimated (budgeted) expenditures for 
projects and departments. Determining the MIS department’s own budget needs.

J. About one year ago, the HR department conducted a formal job analysis of all existing 
administrative assistant positions throughout the corporation. From this analysis, a com-
mon job description was derived. This job description is reproduced above.

Designing the Performance Appraisal System
Currently, all Row Engineering employees, including administrative assistants, are evalu-
ated using a one-item 10-point global rating scale. Ratings of either Unsatisfactory (1) or 
Superior (10) must be accompanied with written documentation. In addition to the rating 
supervisor, the department head and the evaluated employee must sign the form, indicat-
ing that they have read the evaluation.

HOURLY JOB DESCRIPTION

3-28-12

ROW ENGINEERING 

Job Title: Administrative Assistant

I. Function
 To provide administrative support to a company organization.

II. Controls
 Works under the direct supervision of a higher level administrator or technical manager but
 must exercise considerable judgment in the performance of assignments.

III. Major Duties
 A. Utilizes a thorough knowledge of functions, activities, personnel, and organizations to
  perform various administrative duties.
 B. Prepares charts and reports to reflect performance and overall efficiency of operations.
  Prepares, analyzes, and evaluates data pertaining to cost and maintains systems for
  effective cost control.
 C. Confers with operating managers to determine requirements for space, equipment,
  supplies, and other facilities. Provides coordination with purchasing, plant services, and
  other company service organizations in meeting these requirements.
 D. Conducts introductory nontechnical interviews with job applicants, briefing them on
  general functions of the company element and obtaining pertinent information for use in
  subsequent technical interviews. Keeps management informed of interviews, schedules,
  job offers extended, rejections, acceptances, and anticipated starting dates.
 E. Coordinates the introduction and indoctrination of new employees to the company
  element. Compiles materials for use in indoctrination lectures, welcomes new employees,
  and arranges for tours of facilities. Ensures that all required paperwork is completed. 

IV. Requirements
 Requires a high school education, with college-level courses highly desirable, and
 approximately  five (5) years of administrative experience or a B.S. degree in Business
 Administration.

ROW FORM NO. 06206 ORIG. 
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Recently, the HR manager has become concerned about the use of this type of rating 
scale. He has hired your human resource consulting firm to design a better performance 
appraisal system for the administrative assistant position with all the MIS departments.
 Assignment: Write a three- to six-page report of this company describing and explaining 
your appraisal system. Your report should incorporate the following points:

A.   Tactful explanation of the limitations of the present performance appraisal system.
B.  Identification of the relevant dimensions (criteria) that should be measured in the 

new performance appraisal system. That is, how will the company distinguish the 
superior administrative assistants from those whose performance is merely ade-
quate (or even inadequate)? Assume that the provided job description is correct.

C.  How will each dimension be measured?
D.  If you use some type of overall measure of performance, tell how you will measure 

it on a 100-point scale (100 = best). If you have several performance measures, tell 
how they will be combined into a composite criterion score. This composite score 
should be measured on a 100-point scale.

E. What weaknesses (if any) exist in your system? How will these be overcome?

A Learning Note
This exercise encourages the student to consider the uses, strengths, and weaknesses of 
a performance appraisal system. 

ROW ENGINEERING ROW ENGINEERING 

EMPLOYEE NAME EMPLOYEE NO. COST CENTER DATE

RATING-SUPERVISOR-APPROVAL EMPLOYEE NO. DEPARTMENT HEAD-APPROVAL EMPLOYEE

CIRCLE APPROPRIATE RATING 

UNSATISFACTORY 1 2 3 4 5 6 7 8 9 10 SUPERIOR

(WRITTEN DOCUMENTATION REQUIRED FOR RATINGS OF SUPERIOR OR UNSATISFACTORY AND FOR
CLASSIFICATION CHANGES) 

 Application Case 9–1 

 Evaluating Store Managers at Bridgestone/
Firestone Tire & Rubber 
 Bridgestone/Firestone manufactures and sells tires and related products for cars, trucks, 
buses, tractors, and airplanes. The tires are sold to automakers and consumers through 
2,100 stores and many independent dealers. The stores are the vital link to the consumer. 
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 Description of Store Manager Responsibilities 

 Summary of Duties 
 Has responsibility for securing maximum sales volume and maximum net profits. Super-
vises all phases of store operation—selling, merchandise display, service, pricing, invento-
ries, credits and collections, operation, and maintenance. Responsible for the control of all 
store assets and prevention of merchandise shortages. 
  Interviews, selects, trains, and supervises all employees; follows their progress and de-
velopment. Conducts employee meetings and follows closely for satisfactory 
productivity. 
  Sets sales quotas for employees and follows up for accomplishment. Works with sales-
people and personally calls on commercial and dealer accounts. 
  Interprets and explains store operating policies and procedures to subordinates and 
 follows for adherence. Investigates complaints and makes adjustments. Maintains store 
cleanliness. 

 A.  Human resource administration—30  percent 

 1. Directly supervises pivotal employees and, through them, the other employees; directs 
activities, schedules duties and hours of work, and follows up for productivity and sales 
results. Instructs or directs the instruction of new and present employees in work proce-
dure, results expected, sales quota program, product and price information, and so on, 
and follows up for adherence to instructions. (Daily) 

 2. Interviews applicants, obtains formal applications, determines qualifications (using em-
ployment questionnaires), and selects best people for open jobs or files applications for 
future consideration. (Weekly) 

 3. Determines number of employees needed for profitable store operations, considering 
individual sales productivity, salary expense, anticipated human resource requirements, 
and so on. (Monthly) 

 4. Prepares, plans for, and conducts employee meetings, instructing about new products 
and policies, developing sales enthusiasm, explaining incentive programs, holding sales 
demonstrations, and so on. (Semimonthly) 

 5. Trains and directs the training of new employees, following established training pro-
grams for effective utilization, conducting on-the-job training, and supervising train-
ing activities for own employees and those being trained for other assignments. 
(Weekly) 

 B.  Selling and sales promotion— 30 percent 

 1. Breaks down store’s sales into individual daily amounts for each employee, follows 
progress of employee in meeting quotas, and determines and takes action necessary to 
help him or her reach the objective. (Daily) 

 2. Works with salesperson in setting up sales objectives and reviewing accomplishments, 
using call and sales record sheets, and following to secure maximum sales effort and 
effective use of time. Makes calls with salespeople to determine effectiveness of con-
tacts, reasons for lack of progress, and so on, giving help in closing sales and securing 
additional business. (Daily) 

 3. Contacts personally and by telephone inactive accounts and prospective customers, pro-
moting and soliciting sale of merchandise and services, and following to close the sales. 
Review prospect cards, assigns them to employees, and follows to secure sales from 
each. (Daily) 
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 4. Contacts selected commercial and dealer accounts for special sales promotion and so-
licitation, determining sales possibilities and requirements, selling merchandise and ser-
vices, and so on. (Daily) 

 5. Prepares advertising copy, following merchandising program suggestions, and arranges 
for insertion of advertisements in local newspaper. Makes sure employees are altered 
and store has merchandise to back up advertising. (Weekly) 

 6. Maintains a firm retail, commercial, and wholesale pricing program according to estab-
lished policies. 

 C.  Inventory sales and expense control— 15  percent  

 1. Reviews stock turnover records for overstock conditions, determines necessary correc-
tive steps, and takes the appropriate action. Establishes stock levels and orders accord-
ing to sales results recorded in the stock ledgers for new tires and retreads. (Monthly) 

 2. Prepares sales and expense budget covering projected sales and expenses for the period. 
(Monthly) 

 3. Reviews expense control sheet, comparing actual expenses with budget figures; deter-
mines and takes action necessary to keep within the approved budget. (Daily) 

 4. Is responsible for the completeness and accuracy of all inventories, accounting invento-
ries, markup, markdown inventories, and so on. 

Major Job Duties
(Taken from Job Description)

1.

2.

3.

4.

5.

6.

Standard of Performance
(Measure of Criterion of Success)

Employee’s Performance
(Percentage of Time Standard Is Met)

Less
than
50%

50%
to

75%

76%
to

89%

50%
or

More

Instructions: This worksheet is to be used during the year for the purpose of providing supporting information for the annual
 employee assessment. First list the six most important job duties of the employee in decreasing order of
 importance. Establish standards for each major job duty. Record the employee’s performance against the
 standard established (1, 2, 3, or 4). Refer to the employee’s work results in the performance feedback or post-
 assessment interview.

EXHIBIT 9–1A Setting Standards and Recording Results
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 D.  Checking— 10 percent 

 1. Checks stock, automotive equipment, service floor, and so on, continually observing 
store activities and determining that equipment is maintained in good operating condi-
tion. Makes inspection trips through all parts of the store, checking observance of safety 
and fire precautions, protection of company assets, and so on. Checks credit informa-
tion secured for commercial and dealer accounts, and works with office and credit man-
ager in setting up credit limits. (Weekly) 

 2. Is responsible for and investigates all cash shortages, open tickets, and missing tickets. 

 3. Investigates customer complaints, making adjustment or taking appropriate action for 
customer satisfaction. (Daily) 

EXHIBIT 9–1B Work Review Comments

PERFORMANCE STRENGTHS ABOVE JOB STANDARDS:

PERFORMANCE AREAS BELOW JOB STANDARDS:

INTERVIEW RESULTS AND DEVELOPMENT PLAN

EMPLOYEE’S REACTION TO PERFORMANCE FEEDBACK:

PLAN FOR IMPROVING WORK RESULTS:

RATER TO PROCEED TO SECTION IV

Employee’s Signature

Instructions: Review the employee’s performance against the standards established. Analyze the employee’s performance in
 terms of quality (how good), quantity (how much), and work methods (how the employee went about getting
 work results). What job duties are being handled particularly well by the employee? What job standards are
 not being met? Complete this section before conducting the interview with the employee.

Instructions: The work counseling interview is an important part of any work results program. This section should be
 completed after holding the interview. Comment on the employee’s reaction to performance feedback and the
 plan you and the employee have developed for improving work results. Be specific in your description of the
 results of the interview and the developmental steps you and the employee have agreed upon.
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 E.  Miscellaneous function s—15 percent 

 1. Reads and signs Store Operating Policy and Office Procedure Letters; analyzes and puts 
into operation new policies and procedures as received. (Weekly) 

 2. Prepares letter to district manager covering progress of the store, store plans, results 
secured, market and special conditions, and so on. (Monthly) 

 3. Inspects tires and other merchandise in for adjustment, determines appropriate settle-
ment, prepares claim forms, and issues credit, replaces, and so on. Makes all policy 
adjustments. (Daily) 

 4. Attends district sales and civic organizations meetings and takes part in civic affairs, 
community drives, and so on. (Weekly) 

 Discussion Questions 

 1. Do you consider the description of the Bridgestone/Firestone store manager’s responsi-
bilities important information that the raters of managers need to be knowledgeable about? 

 2. Does the portion of the performance evaluation form used at Bridgestone/Firestone 
 require any subjective judgments or considerations on the part of the rater? 

 3. Suppose that a Bridgestone/Firestone manager received an outstanding performance 
evaluation. Does this mean that he or she is promotable? Why? 

 Application Case 9–2 

 The Politics of Performance Appraisal 
 Every Friday, Max Steadman, Jim Cobun, Lynne Sims, and Tom Hamilton meet at 
 Charley’s Food Place after work for refreshments. The four friends work as managers at 
Eckel Industries, a manufacturer of arc welding equipment in Minneapolis. The one-plant 
company employs about 2,000 people. The four managers work in the manufacturing divi-
sion. Max, 35, manages the company’s 25 quality control inspectors. Lynne, 33, works as a 
supervisor in inventory management. Jim, 34, is a first-line supervisor in the metal coating 
department. Tom, 28, supervises a team of assemblers. The four managers’ tenures at Eckel 
Industries range from 1 year (Tom) to 12 years (Max). 
  The group is close-knit: Lynne, Jim, and Max’s friendship stems from their years as 
undergraduate business students at the University of Minnesota. Tom, the newcomer, 
joined the group after meeting the three at an Eckel management seminar last year. Weekly 
get-togethers at Charley’s have become a comfortable habit for the group and provide an 
opportunity to relax, exchange the latest gossip heard around the plant, and give and 
 receive advice about problems encountered on the job. 
  This week’s topic of discussion: performance appraisal, specifically the company’s an-
nual review process, which the plant’s management conducted in the last week. Each of the 
four managers completed evaluation forms (graphic rating scale format) on each of his or 
her subordinates and met with each subordinate to discuss the appraisal. 

           Tom   This was the first time I’ve appraised my people, and I dreaded it. For me, it’s 
been the worst week of the year. Evaluating is difficult; it’s highly subjective 
and inexact. Your emotions creep into the process. I got angry at one of my 
assembly workers last week, and I still felt the anger when I was filling out the 
evaluation forms. Don’t tell me that my frustration with the guy didn’t bias my 
appraisal. I think it did. And I think the technique is flawed. Tell me—what’s the 
difference between a five and a six on “cooperation”?  
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      Jim   The scales are a problem. So is memory. Remember our course in human 
resource management in college? Phillips said that, according to research, when 
we sit down to evaluate someone’s performance in the past year, we will be able 
to actively recall and use only 15 percent of the performance we observed.  

    Lynne   I think political considerations are always a part of the process. I know I 
consider many other factors besides a person’s actual performance when I 
appraise him.  

          Tom  Like what?  

    Lynne   Like the appraisal will become part of the permanent written record that affects 
his career. Like the person I evaluate today, I have to work with tomorrow. Given 
that, the difference between a five and a six on cooperation isn’t that relevant, 
because frankly, if a five makes him mad, and he’s happy with a six. . . .  

      Max   Then you give him the six. Accuracy is important, but I’ll admit it—accuracy 
isn’t my primary objective when I evaluate my workers. My objective is to 
motivate and reward them so they’ll perform better. I use the review process to 
do what’s best for my people and my department. If that means fine-tuning the 
evaluations to do that, I will.  

          Tom  What’s an example of fine-tuning?  

      Max   Jim, do you remember three years ago when the company lowered the ceiling 
on merit raises? The top merit increase that any employee could get was 4 
percent. I boosted the ratings of my folks to get the best merit increases for 
them. The year before that, the ceiling was 8 percent. The best they could get 
was less than what most of them received the year before. I felt they deserved 
the 4 percent, so I gave the marks that got them what I felt they deserved.  

    Lynne   I’ve inflated ratings to encourage someone who is having personal problems but 
is normally a good employee. A couple of years ago, one of my better people 
was going through a painful divorce, and it was showing in her work. I don’t 
think it’s fair to kick people when they’re down.  

          Tom  Or make her complacent.  

    Lynne   No, I don’t think so. I felt she realized her work was suffering. I wanted to give 
her encouragement; it was my way of telling her she had some support and that 
she wasn’t in danger of losing her job.  

     Jim   There’s another situation where I think fine-tuning is merited—when someone’s 
work has been mediocre or even poor for most of the year, but it improves 
substantially in the last two, three months or so. If I think the guy is really 
trying and is doing much better, I’d give him a rating that’s higher than his work 
over the whole year deserves. It encourages him to keep improving. If I give 
him a mediocre rating, what does that tell him?  

    Tom  What if he’s really working hard, but not doing so great?  

     Jim   If I think he has what it takes, I’d boost the rating to motivate him to keep trying 
until he gets there.  

           Max  I  know of one or two managers who’ve inflated ratings to get rid of a pain in the 
neck, some young guy who’s transferred in and thinks he’ll be there a short 
time. He’s not good, but thinks he is, and creates all sorts of problems. Or his 
performance is okay, but he just doesn’t fit in with the rest of the department. A 
year or two of good ratings is a sure trick for getting rid of him.  

    Tom  Yes, but you’re passing the problem on to someone else.  

    Max  True, but it’s no longer my problem.  
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    Tom   All the examples you’ve talked about involve inflating evaluations. What about 
deflating them, giving someone less than you really think he deserves? Is that 
justified?  

     Lynne  I’d hesitate to do that because it can create problems. It can backfire.  

       Max   But it does happen. You can lower a guy’s ratings to shock him, to jolt him into 
performing better. Sometimes, you can work with people, coach them, try to 
help them improve, and it just doesn’t work. A basement-level rating can tell 
someone you mean business. You can say that isn’t fair, and for the time being, 
it isn’t. But what if you feel that if the guy doesn’t shape up, he faces being 
fired in a year or two, and putting him in the cellar, ratings-wise, will solve his 
problem? It’s fair in the long run if the effect is that he improves his work and 
keeps his job.  

        Jim   Sometimes, you get someone who’s a real rebel, who always questions you, 
sometimes even oversteps his bounds. I think deflating his evaluation is merited 
just to remind him who’s the boss.  

       Lynne      I’d consider lowering the true rating if someone had a long record of rather 
questionable performance, and I think the best alternative for the person is to 
consider another job with another company. A low appraisal sends him a 
message to consider quitting and start looking for another job.  

              Max   What if you believe the situation is hopeless, and you’ve made up your mind that 
you’re going to fire the guy as soon as you’ve found a suitable replacement? The 
courts have chipped away at management’s right to fire. Today, when you fire 
someone, you must have a strong case. I think once a manager decides to fire, 
appraisals become very negative. Anything good that you say about the subordinate 
can be used later against you. Deflating the ratings protects you from being sued and 
sometimes speeds up the termination process.  

            Tom   I understand your point, but I still believe that accuracy is the top priority in 
performance appraisal. Let me play devil’s advocate for a minute. First, Jim, 
you complained about our memory limitations introducing a bias into appraisal. 
Doesn’t introducing politics into the process further distort the truth by 
introducing yet another bias? Even more important, most would agree that one 
key to motivating people is providing true feedback—the facts about how 
they’re doing so they know where they stand. Then you talk with them about 
how to improve their performance. When you distort an evaluation—however 
slightly—are you providing this kind of feedback?  

    Max  I think you’re overstating the degree of fine-tuning.  

    Tom  Distortion, you mean.  

            Max   No, fine-tuning. I’m not talking about giving a guy a seven when he deserves 
a two or vice versa. It’s not that extreme. I’m talking about making slight 
changes in the ratings when you think that the change can make a big 
difference in terms of achieving what you think is best for the person and 
for your department.  

    Tom   But when you fine-tune, you’re manipulating your people. Why not give them 
the most accurate evaluation, and let the chips fall where they may? Give them 
the facts, and let them decide.  

            Max   Because most of good managing is psychology—understanding people, their 
strengths and shortcomings; knowing how to motivate, reward, and act to do 
what’s in their and your department’s best interest. And sometimes total 
accuracy is not the best path.  
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     Jim   All this discussion raises a question. What’s the difference between fine-tuning 
and significant distortion? Where do you draw the line?  

    Lynne   That’s about as easy a question as what’s the difference between a five and six. 
On the form , I mean.   

 Discussion Questions 

 1. In your opinion, and from an HRM perspective, what are the objectives of employee 
performance evaluation? 

 2. On the basis of these objectives, evaluate the perspectives about performance appraisal 
presented by the managers. 

 3. Assume you are the vice president of HRM at Eckel Industries and that you are aware 
that fine-tuning evaluations is a prevalent practice among Eckel managers. If you dis-
agree with this perspective, what steps would you take to reduce the practice? 

  Source : Written by Kim Stewart. Several of the perspectives presented here were drawn from an 
insightful study reported to Clinton O. Longenecker, Henry P. Sims, Jr., and Dennis A. Gioia (August 
1987), “Behind the Mask: The Politics of Employee Appraisal,”  Academy of Management Executive , 
pp. 183–91. 
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 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Define  compensation and differentiate among pay-level and pay- 
structure decisions. 

 2.  Analyze  the strategic importance of human resource management 
(HRM) activities performed in organizations. 

 3.  Explain  how compensation systems influence employees’ motivation, 
productivity, and satisfaction. 

 4.  Examine  how external and internal factors relate to a firm’s 
 compensation policy. 

 5.  Discuss  how pay surveys help managers create efficient and equitable 
pay systems. 

 6.  Describe  the job evaluation process. 

Chapter   

10   Compensation: 
An Overview 
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 HR Challenge 

 Decker Manufacturing is a large company that was founded in 1945 by Gary Decker. 
Decker is located in the suburbs of Philadelphia and employs 1,500 people ranging from 
janitors to the corporate executive team. Most of the workforce is made up of semiskilled 
labor, such as crane operators, press operators, and shipping clerks. Decker’s product line 
consists of pharmaceutical products made of various polymers and rubber. The plant manu-
facturers and assembles various laboratory items such as blood collection tubes and stop-
pers. Its customers are large pharmaceutical firms that supply various products to hospitals 
and labs. Its market is worldwide, with many of the best customers in Europe and Asia. Brad 
Decker replaced his father as CEO five years ago. 
  The senior Decker, an entrepreneur with a high school education, had been a tradi-
tional manager who tried to keep his hands on every phase of the operation. Gary Decker 
took pride in Decker Manufacturing’s reputation for fair pay and satisfied employees. Even 
as the firm expanded from its initial size of 100 employees to the present 1,500, Gary 
had been involved in all aspects of the compensation plan; he had the final word on pay 
rates for all employees. He based pay on experience, potential, and how much each 
 employee needed to support his or her family. As a result, Decker Manufacturing had low 
absenteeism and turnover. 
  After Brad took over, several environmental factors began to challenge his father’s 
 approach to compensation. Several new competitors had entered the marketplace, paying 
lower wages than Decker, so they were more profitable. Key business had been lost be-
cause Decker had to charge more for its products in order to maintain the compensation 
system’s above-average pay strategy. At the same time, turnover had increased because 
employees at Decker felt they were not compensated fairly. 
  Cheryl Sussen, human resource manager, made a point of this distressing trend at a staff 
meeting. 

Cheryl  Brad, I think you’re aware that our compensation policy is seriously out of 
date. We’re paying the highest wages in the industry, but we’re steadily losing 
employees because they don’t think they are being paid fairly.

    Brad  I know. Pop always emphasized that workers would be loyal if we treated them 
as individuals. He based his pay decisions on how big a family an employee was 
trying to support. Maybe we ended up with too many exceptions to our pay 
policy.

Cheryl  The reality is that most of our competitors are opening plants in developing 
countries so they can keep down labor costs. In order to compete we have 
to bring our labor costs in line with those of our competition. To do that we 
need to reevaluate the whole pay system. At the same time, we need to find 
out why our employees think their pay is unfair. I’ve asked Jerry Wallace, our 
compensation director, to review our job evaluation system so that we can 
develop pay that is perceived as equitable and is still competitive within the 
industry.  

  Compensation  is the human resource management function that deals with every type 
of reward individuals receive in exchange for performing organizational tasks. It is the 
major cost of doing business for many organizations of all types and sizes. 1  It is the chief 
reason why most individuals seek employment. It is an exchange relationship. Employ-
ees trade labor and loyalty for financial and nonfinancial compensation (pay, benefits, 
services, recognition, etc.). In March of 2011, employers in the United States paid 
an  average of $30.07 per hour. Of this amount, about 70 percent, $20.91, was paid 
in straight-time wages and salaries. Benefits accounted for the remaining 30 percent, 
an average of $9.15 per hour. 2  
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   Financial compensation  is either direct or indirect.  Direct financial compensation  
consists of the pay an employee receives in the form of wages, salaries, bonuses, or commis-
sions.  Indirect financial compensation  ,  or benefits, consists of all financial rewards 
that are not included in direct financial compensation. Typical benefits include vacation, 
various kinds of insurance, services like childcare or elder care, and so forth. Chapters 10 
and 11 cover direct financial compensation; Chapter 12 will deal with benefits. 
  Nonfinancial rewards like praise, respect, and recognition, although not discussed in this 
text, affect employees’ motivation, productivity, and satisfaction. A more comprehensive 
study of compensation would include a special section on nonfinancial rewards. 
  From the employees’ point of view, pay is a necessity of life. It is one of the chief  reasons 
people seek employment. Pay is the means by which they provide for their own and their 
families’ needs. Compensation does more than provide for the physiological needs of 
 employees, however. What a person is paid indicates his or her worth to an organization. For 
the employer, compensation is one of the most important HRM functions. In today’s 
 service-based economy, pay often equals 50 percent or more of the cash flow of an organi-
zation. It is one of the major methods used to attract employees and motivate them for more 
effective performance. Compensation is also a significant component of the economy: for 
the past 30 years, salaries and wages have equaled about 60 percent of the gross national 
product of the United States and Canada. 3  

 Objective of Compensation 

 The objective of the compensation function is to create a system of rewards that is equita-
ble to the employer and employee alike. The desired outcome is an employee who is at-
tracted to the work and motivated to do a good job for the employer. Patton suggests that in 
compensation policy there are seven criteria for effectiveness. 4  Compensation should be: 

 1.  Adequate . Minimal governmental, union, and managerial levels should be met. 

 2.  Equitable . Each person should be paid fairly, in line with his or her effort, abilities, and 
training. 

 3.  Balanced . Pay, benefits, and other rewards should provide a reasonable total reward 
package. 

 4.  Cost-effective . Pay should not be excessive, considering what the organization can 
 afford to pay. 

 5.  Secure . Pay should be enough to help an employee feel secure and aid him or her in 
satisfying basic needs. 

 6.  Incentive-providing . Pay should motivate effective and productive work. 

 7.  Acceptable to the employee . The employee should understand the pay system and feel it 
is a reasonable system for the enterprise and himself or herself. 

 External Influences on Compensation 

 Among the factors that influence pay and compensation policies are those outside the 
 organization: the labor market, the economy, the government, and unions. 

 The Labor Market and Compensation 
 Although many feel that human labor should not be regulated by forces such as supply and 
demand, it does in fact happen. In times of full employment, wages and salaries may have 
to be higher to attract and retain enough qualified employees; in recessions and depressions 
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where there is excess supply of people looking for work, pay can be lower. Pay may also be 
higher if few skilled employees are available in the job market. This situation may occur 
because unions or accrediting associations limit the numbers certified to do the job. In cer-
tain locations, because of higher birthrates or a recent loss of a major employer, more people 
may be seeking work. These factors lead to what is called  differential pay levels . At any one 
time in a particular locale, rates for unskilled labor seek a single level, and rates for 
 minimally skilled administrative work seek another. Research evidence in labor economics 
provides adequate support for the impact of labor market conditions on compensation. 
 Besides differences in pay levels by occupations in a locale, there are also differences 
 between government and private employees and exempt and nonexempt employees, as well 
as international differences. 
  The increase in labor market diversity is not only changing the way managers approach 
their jobs but also how they reward employees.  Workforce diversity  means more than sim-
ply keeping track of the demographic characteristics of current and new employees. It 
means understanding differing value systems (such as liberal versus conservative and tra-
ditional versus futurist), lifestyles, body types—the list goes on and on. Diversity isn’t 
limited to multiracial, multicultural, and multiethnic impacts on the workplace. It refers to 
any mixture of elements characterized by differences and similarities among employees. 
  Perhaps the easiest relationship to imagine between rewards and diversity has to do with 
benefits. Rapidly changing demographics will require employers to offer more, and more 
varied and flexible, benefits to motivate, satisfy, and retain employees. 5  For example, in 
order to attract experienced retirees back to work, Dana Corporation began offering a pro-
rated benefits package to get employees to work part-time and a flexible contract so that 
they could work only part of the year to remain eligible for Social Security. 6  
  Yet another dimension of labor market diversity having an impact on reward systems is 
the increasing level of formal education. In 2009, over 77 percent of all adult Americans 
had some college education, 50 percent of all college students were over 25, and more than 
half of all college graduates were women. This increasing educated population will not 
hesitate to ask for changes in pay and benefits to fit the needs of their changing lifestyles. 
  Let’s look at a couple of more diverse groups. Generation Y has the highest percentage 
of members who have finished high school and college. This generation values work–life 
balance, interesting and socially responsible work, and vacation time to pursue individual 
interests. However, some members of Generation Y aren’t always patient and don’t appear 
willing to pay their dues and work their way up through the ranks. Designing a reward 
system that would motivate them is in conflict with the values of some of the older genera-
tions of workers within the organization. Another group of employees who are increasingly 
filling jobs are temporary or contingent workers. These nonpermanent workers present 
 challenges with regard to compensation. 7  Temps in the 21 st  century are a permanent fixture, 
not just people who fill in for secretaries on vacation but workers ranging from the top to 
the bottom of organizations, including marketing specialists, executives, and HR profes-
sionals. A recent survey reported that 10 percent of jobs taken by law school graduates in 
2010 were temporary. 8  
  The HR Journal points out the value of a college education in terms of earnings and also 
what HRM surveys suggest organizations should be doing to keep Generation Y and others 
satisfied and motivated. 

 Compensation and an International Labor Force 
 Employers have been transporting cheap labor to work on site since the building of the 
pyramids. 9  Chinese railway builders were transported to the American West at the turn of 
the 19 th  century, and workers were flown into Britain’s Gatwick Airport from Ireland 
to work on the Channel Tunnel. Compensation specialists must base their plans on a 
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 competitive global marketplace. Issues that affect the compensation strategies of organiza-
tions competing in a global marketplace include the following: 10  

 •  Global wage differentials verging on the extreme . In the United States, computer consul-
tants earn over $100 an hour; in India, consultants work for the same firm for $10 an hour! 

 •  Moving American employees to international locations . Keeping employees and fami-
lies overseas costs three to five times the annual base pay at home. Costs vary tremen-
dously from country to country—for example, Mexico City and Tokyo. Compensation 
problems involve appropriate salary allowances, tax laws, travel and relocation funds, 
education for dependents, and emergency leaves. 

 •  Relocating international workers to the United States for training or work assignments . 
Inpatriates are company employees from foreign sites who come to the United States on 
assignment or for training. Since the assignment is usually of limited duration, compensa-
tion specialists must decide how they will be paid: Should they receive the same as 
American employees, the same as they get at home, or a third sum which allows them to 
maintain their usual lifestyle in the United States, which in some cases is more expensive? 

 •  Offshoring   or outsourcing of jobs, projects, and work to foreign countries . Organiza-
tions are attempting to cut labor costs by shifting work overseas where labor costs are 
significantly lower. 11  

  Economic consideration and the growth of technology have contributed to the offshore 
explosion among U.S. organizations. The low cost of living in developing countries allows 
management to pay workers less than American workers. A computer analyst in the United 
States earns an average of $63,000 a year. In India, the same worker earns less than $6,000. 
  The average hourly labor costs (cash plus benefits) for manufacturing production 
 employees in the United States and selected countries are presented in Exhibit 10–1 for 
1997 and 2009. Note the significant differences in labor costs in industrialized countries 
such as Germany, the United States, and the United Kingdom and developing countries 
such as Mexico. 

EARNINGS AND EDUCATION
The average yearly salary of workers with:

Professional degree $83,720
Master’s degree 66,144
Bachelor’s degree 53,976
Some college, no degree 37,024
High school degree 32,552
No high school diploma 23,088

Over a 40-year career the differences in earnings between 
these six categories can be significant.

SURVEYS OF MOST ADMIRED COMPANY 
STRATEGIES TO RETAIN AND MOTIVATE 
EMPLOYEES (SEVEN TOP ITEMS):

1. Honest, ethical management.

2. Excellent pay and benefits.

3. Profit sharing, employee stock options.

4. Respect for employees.

5. Meetings to communicate what company faces.

6. Extra-generous vacations and sabbaticals.

7. Strong career development, coaching, and mentoring.

The top seven slots shift slightly each year, but these cat-
egories are consistently in the top 15 list.

Sources: Adapted from http://www.bls.gov/emp/ep_chart_001.
htm (accessed on June 30, 2011); “Earnings Soar with Education” 
(March 15, 2005), USA Today, p. A1; http://www.funfacts.com/
world.htm (accessed on June 20, 2005). 

HR Journal Education Pays and Pay Is Important to Employees
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  Skill levels, the infrastructure, quality of production, cost of transportation, and political 
considerations should be evaluated in deciding whether the significant differences in 
 Mexico’s and Germany’s labor costs warrant shifting production. That is, should Germany 
shift manufacturing production offshore to Mexico? The response requires a more careful 
and complete analysis than simply weighing the labor cost differences. 

 Economic Conditions and Compensation 
 Also affecting compensation as an external factor are the economic conditions of the in-
dustry, especially the  degree of competitiveness , which affects the organization’s ability to 
pay high wages. The more competitive the situation, the less able the organization is to pay 
higher wages. Ability to pay is also a consequence of the relative productivity of the organiza-
tion, industry, or sector. If a firm is very productive, it can pay higher wages. Productivity 
can be increased by advanced technology, more efficient operating methods, a harder-
working and more talented workforce, or a combination of these factors. 
  One productivity index used by many organizations as a criterion in determining a gen-
eral level of wages is the Bureau of Labor Statistics’ “Output per Man-Hour in Manufac-
turing.” This productivity index is published in each issue of the  Monthly Labor Review . 
For about 70 years, productivity increased at an average annual rate of approximately 
3 percent. The percentage increase in average weekly earnings in the United States is very 
closely related to the percentage change in productivity plus the percentage change in the 
consumer price index. In 2009, the productivity index has improved to 3.6. 12  

 Government Influences and Compensation 
 The government directly affects compensation through wage controls and guidelines, which 
prohibit an increase in compensation for certain workers at certain times, and laws that estab-
lish minimum wage rates and wage and hour regulations and prevent discrimination. 

 Wage Controls and Guidelines 
 Several times in the past the United States had established wage freezes and guidelines. 
President Harry Truman imposed a wage and price freeze from 1951 to 1953, and Presi-
dent Richard Nixon imposed freezes from 1971 to 1974.  Wage freezes  are government or-
ders that forbid wage increases.  Wage controls  limit the size of wage increases.  Wage 
guidelines  are similar to wage controls, but they are voluntary rather than mandatory. 
  Three acts have been passed since 1942 aimed at stabilizing the economy: 

 •  Wage Stabilization Act (1942) . A wage freeze imposed to slow inflation during World 
War II, which set “going rates” of pay for key occupations. 

 •  Defense Production Act (1950) . A similar wage freeze imposed during the Korean War. 

 •  Economic Stabilization Act (1970) . This granted the president of the United States the 
authority to impose wage and price controls in times of national necessity. 

EXHIBIT 10–1 Hourly Compensation Costs in U.S. Dollars for Workers in Manufacturing 
in Selected Countries (1997 and 2009)

Source: http://www.bls.gov/news.release/ichcc.t01.htm (accessed on June 30, 2011). 

Country 1997 2009 Country 1997 2009

Norway 26.97 53.89 Japan 22.28 30.36
Germany 29.26 46.52 Singapore 12.15 17.50
France 24.99 40.08 Brazil  7.11  8.32
Australia 19.12 34.62 Mexico  3.30  5.38
United States 22.67 33.53 Philippines  1.14  1.50
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  The use of wage freezes, controls, and guidelines is very controversial. Advocates be-
lieve that such restrictions dramatically reduce inflation. Critics argue that the benefit is 
more than overcome by the disruption of resource allocation and the market process. 

 Wage and Hour Regulations 
 The  Fair Labor Standards Act (FLSA)  of 1938 is the basic pay regulation act in the 
United States. 13  It was passed to try to counteract the abuses encountered by production 
(line) workers in the manufacturing sector of the economy who were working long hours 
for low pay. 
  In the act, there are four provisions: minimum wage, overtime, child labor, and the 
Equal Pay Act of 1963. 14  FLSA is comprehensive, covering businesses with two or more 
employees engaged in interstate commerce, in the production of goods for interstate com-
merce, or in handling, selling, or working on goods or materials that have been moved in 
or produced for interstate commerce. About 92 percent of nonsupervisory farm and non-
farm wage earners are covered. It is administered by the Department of Labor, which also 
acts as the enforcement agency through the Wage and Hour Division of the Employment 
Standards Administration (ESA). 15  

  Minimum Wage  The  minimum wage  provision of FLSA establishes an income floor 
for low-paying jobs. 16  As you can see in Exhibit 10–2, the provision has been amended 
several times since 1938, when the minimum wage was set at 25 cents per hour. One change 
was a two-tiered raise from $4.25 per hour to $4.75 in October 1996 and then to $5.15 per 
hour in September 1997. The minimum wage law was changed in 2007 that resulted in a 

A computer system crashes. An emergency room doctor 
calls in sick. A snowstorm blocks a main highway, and 
three specialists can’t make it to work. Employees on 
call respond to this kind of emergency every day. How 
should they be compensated for being on call? No two 
firms have the same policy.
 In the old days, workers waited for a telephone call 
to call them to work. Today, pagers, cell phones, and 
laptops allow the on-call worker to pursue other activi-
ties. The Fair Labor Standards Act of 1938 is vague 
about on-call pay. Nonexempt workers (nonmanagers) 
must remain close to an employer’s premises, so they 
can be immediately reached. A nurse wearing a beeper 
can go out to dinner, sleep, or carry on a normal life, 
which means she will not receive on-call pay. If an hourly 
worker is called to work he or she must be paid for a 
minimum number of hours (typically at least two hours).
 Employers that pay exempt (managerial, technical 
professional) workers for being on call may risk violating 
federal labor law unless they have an appropriate com-
pensation system. If exempt workers receive extra pay 
by the hour for being on call, employers could be seen 
as treating them like nonexempt (nonmanagerial 
hourly) employees. This could be interpreted as a viola-
tion of the Fair Labor Standards Act.

 The Taylor Group, a software firm in New Hampshire, 
pays a flat rate to five employees who are on call to 
answer client questions. They receive $100 per weekday 
and $170 for 24 hour/7 day duty. They usually respond 
to calls from their homes. Since these workers must 
wear a beeper and respond the firm believes that it is 
only fair to pay them for being on call.
 SAS Institute Inc., a North Carolina–based business in-
telligence software firm, pays its on-call IT employees a flat 
rate for being available day or night for emergencies. 
When contacted, these employees must respond to the 
call within 15 minutes and report to work within one hour. 
Employees are asked to be on call during major system 
upgrades or when an unexpected virus hits the IT system.
 In a nutshell, exempt workers who are paid for being 
on call should not receive hourly pay. Experts recom-
mend that employers like the Taylor Group are doing 
the right thing by paying a flat rate for on-call duties. 
Proceeding with caution when paying for on-call work 
means that exempt and nonexempt status makes a big 
difference.

Sources: Stacy Collett (January 14, 2004), “Round-The-Clock 
IT: Making the Balance Work,” Computerworld, Vol. 38, Iss. 24, 
p. 32; Carolyn Huschman (August 1999), “Paying for Waiting,” 
HR Magazine, pp. 98–105.

HR Journal On-Call Pay
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three step change from $5.85 to $7.25 from 2007 to 2009. As of 2011, the average minimum 
wage remains at $7.25 per hour. The typical minimum-wage worker is female, over age 25, 
and employed part-time. In fact, three in five of these workers are women, often the family’s 
main or only wage earner. One-third of the total are teenagers on their first job. 17  
  Employees under 20 years of age may be paid an “opportunity wage” of one-third of the 
total per hour during the first 90 consecutive days of employment. Certain full-time students, 
student learners, apprentices, and employees with disabilities may be paid less than mini-
mum wage under special certificates issued by the Department of Labor. Employers of work-
ers who get tips (like food servers) must pay a cash wage of at least $2.13 per hour. 
  The minimum wage is one of the most controversial provisions. Basic disagreement 
about its effects centers on the view of classical economists, who contend that any rise in 
the minimum wage will soon be offset by an immediate rise in the level of unemploy-
ment. 18  However, not all economists agree that the minimum wage is detrimental; some 
hold that the minimum wage does not raise the level of unemployment in the long run—
rather, it harmlessly raises the wages of the lowest-paid workers. The impact on the change 
in the minimum wage on small businesses (50 or fewer employees) will be a 5.3 percent 
increase in wage costs for employees currently earning less than the new minimum. Busi-
nesses most likely to be affected are retailing, food, and lodging. 

  Overtime Pay  The FLSA requires that hourly (nonexempt) employees receive overtime 
compensation for working more than 40 hours in a given week. The law requires “time 
and a half”: one-half the base rate of pay is added to the employee’s regular base pay for 
every hour worked beyond the regular 40 hours. 19  Salaried (exempt) employees do not re-
ceive overtime pay. A more precise definition of a salaried employee is one who regularly 
 receives a predetermined amount (e.g., a fixed salary) constituting all or part of his or her 
compensation. 
  Making a distinction between  exempt  and  nonexempt  workers is not always easy. 
See Exhibit 10–3 for guidelines. Exempt individuals are those in executive, administrative, 
professional, or outside sales positions who are paid on a salaried basis. To qualify as ex-
empt, an employee must meet certain requirements and make at least $455 per week.20 But 
an employee classified as manager, technical, or professional who is paid on an hourly 
basis is nonexempt. If federal and state law conflict, the one that is most generous to the 
employee applies. Violation of the overtime provision can result in a requirement to pay for 
uncompensated overtime, civil penalties, and liquidated damages. 

  Child Labor    Child labor is any economic activity performed by an individual under 
the age of 15. It is employment that prevents children under 15 from attending school or 
 requires them to work under conditions that are hazardous to their physical and mental 
health. This provision forbids employing minors under 14 in nonagricultural jobs, restricts 
hours of work, and limits occupations for 14- and 15-year-olds. It also forbids 16- and 
17-year-olds to be employed in hazardous occupations. 

EXHIBIT 10–2
Historical 
Progression of the 
Minimum Wage

Source: Department of Labor 
(June 2011).

Year Rate per Hour Year Rate per Hour

1938 $0.25 1993 $4.25
1939  0.30 1996  4.75
1945  0.40 1997  5.15
1956  1.00 2007  5.85
1968  1.60 2008  6.55
1974  2.00 2009  7.25
1979  2.90 2010  7.25
1981  3.35 2011  7.25
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  Burger King faced a highly publicized lawsuit based on repeated violation of the child 
 labor provisional. 21  The company agreed to pay more than $500,000 in fines for allegedly 
 allowing 14- and 15-year-olds to work past federally imposed deadlines at over 800 company-
owned stores. Violations have also been quite frequent in the textile and garment  industries. 
The Child Labor Coalition, a lobbying group made up of 35 organizations  devoted to 
 reforming child labor laws, has drafted a model law calling for stricter enforcement and 
stronger penalties for violations. Proposed penalties include publishing the names, 
 addresses, and number of violations for repeat offenders. 

  Equal Pay Act of 1963 (EPA)  The Equal Pay Act of 1963 (EPA) is an amendment to the 
FLSA. Its purpose is to guarantee that women holding essentially the same jobs as men will 
be treated with respect and fairly compensated regarding all rewards of work: wages, sala-
ries, commissions, overtime pay, bonuses, premium pay, and benefits. 22  Comparisons can-
not be made between individuals holding the same job at different companies. Employers 
may pay workers of one gender more than another on the basis of merit, seniority, quality or 
quantity of production, or any factor other than sex. The gender gap in pay in 2010 averaged 
23 percent; the average woman made 77 percent of the earnings of the average white male. 23  
  Four elements are used to establish the equality of positions: skill, effort, responsibility, 
and working conditions. The difference in wages includes not just the money earned as 
base pay but also any type of compensation such as vacations, holiday pay, leave of 
 absence, overtime pay, lodging, food, and reimbursement for clothing or other expenses. 
When filing a claim under EPA, all the plaintiff has to do is to prove that one man or one 
woman is making more for doing the same job. In one recent court case, the judge found 
that two positions with the same job title (office manager) were not equal because the man 
had less supervision than the woman; therefore, it was legal for the man to make 20 percent 

The following are examples of employees exempt from both the minimum wage and overtime:

•  Executive, administrative, and professional employees (including teachers and academic 
administrative personnel in elementary and secondary schools, and certain skilled computer 
professionals as provided in P.L. 101-583, November 15, 1990), and outside salespersons.

•  Employees of seasonal amusement or recreational establishments.

•  Employees of certain small newspapers and switchboard operators of small telephone 
companies.

• Seamen employed on foreign vessels.

• Employees engaged in fishing operations.

•  Farm workers employed on small farms (i.e., those that used less than 500 “man-days” of farm 
labor in any calendar quarter of the preceding calendar year).

•  Casual babysitters and persons employed as companions to the elderly or infirm.

The following are examples of employees exempt from the act’s overtime pay requirements only:

•  Certain commissioned employees of retail or service establishments.

•  Auto, truck, trailer, farm implement, boat, or aircraft salesworkers, or parts clerks and mechanics 
servicing autos, trucks, or farm implements who are employed by nonmanufacturing 
establishments primarily engaged in selling these items to ultimate purchasers.

•  Railroad and air carrier employees, taxi drivers, certain employees of motor carriers, seamen on 
American vessels, and local delivery employees paid on approved trip rate plans.

•  Announcers, news editors, and chief engineers of certain nonmetropolitan broadcasting 
stations.

• Domestic service workers who reside in their employer’s residence.

• Employees of motion picture theaters.

• Farm workers.

EXHIBIT 10–3
FLSA Exemption 
Guidelines

Source: Department of Labor 
(June 2011).

iva29120_ch10_297-327.indd Page 305  12/20/11  9:10 AM user-f462iva29120_ch10_297-327.indd Page 305  12/20/11  9:10 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



306  Part Three  Rewarding Human Resources

more. In an effort to close the remaining earnings gap, there has been a growing movement 
in the last few years to have the widely accepted concept of  equal pay  for equal jobs 
 expanded to include equal pay for comparable jobs. 
  The concept of  comparable worth  (sometimes called  pay equity)  is not the concept 
that women and men should be paid equally for performing equal jobs. Rather, comparable 
worth attempts to prove that employers systematically discriminate by paying women less 
than their work is  intrinsically worth , versus what they pay men who work in comparable 
(equally valuable) positions—and to remedy this situation. 
  The term  comparable worth  means different things to different people. First, compara-
ble worth relates to jobs that are dissimilar in their content (e.g., nurse and plumber) but of 
equal value to the organization and society. Second, women appear to be concentrated in 
lower-paying, predominantly female jobs. Yet when men take “women’s work,” they tend 
to be at the top of the pay scale there, too. Advocates of comparable worth therefore con-
tend that individuals who perform jobs that require similar skills, effort, and responsibility 
under similar work conditions should be compensated equally regardless of gender. 24  
  The notion of  value  is extremely important in examining differentials between men and 
women. Most people would agree that water is more valuable than diamonds, but dia-
monds are much more expensive than water. This differential arises because the supply of 
water is abundant relative to demand. When administrative assistants, librarians, and 
 cashiers are in short supply, what employers have to pay them will rise. 

 Other Pay Legislation 
 The Walsh-Healy Act of 1936 requires firms doing business with the federal government to 
pay wages at least equal to the industry minimum. It parallels the Fair Labor Standards Act 
on child labor and requires time-and-a-half pay for any work performed after eight hours a 
day. 25  It exempts some industries, however—again, like FLSA. The Davis-Bacon Act of 
1931 requires the payment of minimum prevailing wages of the locality to workers en-
gaged in federally sponsored public works. The McNamara-O’Hara Service Contract Act 
requires employers who have contracts with the federal government of $2,500 per year or 
more, or who provide services to federal agencies as contractors or subcontractors, to pay 
prevailing wages and fringe benefits to their employees. 
  The Civil Rights Act of 1964 and the Age Discrimination Act of 1967 are designed to 
ensure that all people of similar ability, seniority, and background receive the same pay for 
the same work. The Equal Employment Opportunity Commission enforces the Civil Rights 
Act, while the Wage and Hour Division enforces the Equal Pay Act and the Age Discrimi-
nation Act. 
  The Federal Wage Garnishment Act (1970) is designed to limit the amount deducted 
from a person’s pay to reduce debts. It also prohibits an employer from firing an employee 
if the employee goes into debt only once and has pay garnished. The employer may deduct 
as much from the paycheck as required by court orders for alimony or child support, debts 
due for taxes, or bankruptcy court rulings. 

 Other Government Influences 
 The government directly affects the amount of pay the employee takes home by requiring 
employers to deduct funds from employees’ wages. Deductions include federal income 
taxes, Social Security taxes, and possibly state and local income taxes. The federal govern-
ment also has other laws governing pay deductions. 
  In addition to the laws and regulations just discussed, the government influences com-
pensation in many other ways. If the government is the employer, it can legislate pay levels 
by setting statutory rates. For example, at the county level the pay scale for teachers can be 
set by law or by edict of the school board, and pay depends on revenues from the current 
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tax base. If taxes decline relative to organizations’ revenue streams, the organization can-
not pay higher wages, no matter how much it may wish to. 
  The government affects compensation through its employment-level policy too. One of 
the goals of the federal government is full employment of all citizens seeking work. The 
government may even create jobs for certain categories of workers, thus reducing the 
 supply of workers available and affecting pay rates. 

 Union Influences and Compensation 
 Another important external influence on an employer’s compensation program is labor 
unionization. Unionized workers work longer hours and make more than nonunionized 
workers. Unions have an effect whether or not the organization’s employees are unionized. 
Unions have tended to be pacesetters in demands for pay, benefits, and improved working 
conditions. There is reasonable evidence that unions tend to increase pay levels, although 
this is more likely where an industry has been organized by strong unions. If the organiza-
tion stays in an area where unions are strong, its compensation policies will be affected. 
  There is a supportive interaction between unions and government influences on com-
pensation. Several federal laws apply. For example, the Davis-Bacon Act and similar laws 
require employers with government contracts to pay prevailing wages. Prevailing wages 
for any locale are determined by the Department of Labor. In most instances, the prevailing 
wage is the union wage in that region. So unions help determine wages even for nonunion-
ized employees. 
  When a union is trying to organize employees at a particular place of employment, the 
organizing campaign places constraints on the compensation manager. The Wagner Act 
makes it illegal to change wage rates during the organizing campaign, so wages are effec-
tively frozen for the duration. Refusal to bargain over wages is prohibited by this act. This 
means that the compensation manager is bound by the results of the collective bargaining 
process in setting wages. 
  The union is more likely to increase the compensation of its members when the organi-
zation is financially and competitively strong, the union is financially strong enough to 
support a strike, the union has the support of other unions, and general economic and labor 
market conditions are such that employment is low and the economy is strong. Unions also 
bargain over working conditions and other policies that affect compensation. Unions tend 
to prefer fixed pay for each job category or rate ranges that are administered primarily to 
reflect  seniority rather than merit increases. This is true in the private sector and other 
 sectors. Unions press for time pay rather than merit pay when the amount of performance 
expected is tied to technology (such as the assembly line). Although union membership in 
the United States has declined in the past decade, the influence of unions on wages cannot 
be counted out. 
  The HR Journal on the next page offers a compensation and benefits time line from 
1794 to 2005. Some significant union influence is included. 

 Internal Influences on Compensation 

 In addition to the external influences on compensation already discussed, several internal 
factors affect pay: the size, age, and labor budget of the organization and who is involved 
in making pay decisions for the organization. Little is known about the relationship be-
tween organization size and pay. Generally speaking, it appears that larger organizations 
tend to have higher pay. Nor is much known about the relationship between age and pay, 
although some researchers contend that newer enterprises tend to pay more than old ones. 
Thus only the labor budget and who makes the decisions will be discussed. 

HRMemo 
The 2,750 pilots who 
fl y United Parcel 
Service’s planes are 
members of the 
Independent Pilots 
 Association. In 2006, 
the pilots’ union 
signed a labor 
agreement that 
ended a four-year 
standoff with UPS 
management over 
pay and retirement 
benefi ts. Average 
annual salaries for 
the pilots were 
increased from 
$168,000 to 
$206,000. The union 
argued that UPS 
pilots were underpaid 
relative to their 
counterparts at FedEx.

Sources: Adapted from 
Corey Dade (September 1, 
2006), “Pilots at UPS Ratify 
Labor Pact,” The Wall Street 
Journal, p. A.2; Ed McKenna 
(February 28, 2005), “UPS, 
Pilot Talks Reach Critical 
Stage,” Traffi c World, p. 1.
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The following time line indicates some of what we value 
today originated decades and even centuries ago.

EMPLOYEE BENEFITS AND 
COMPENSATION, 1794–Late 2000s

1794  The first profit sharing plan in the United 
States is set up by Albert Gallatine at his 
 glassworks in New Geneva, PA.

1838  The first day care center is opened.

1875  The first private pension plan in the United 
States is started by the American Express 
Company. Benefits are equal to 50 percent of 
average pay earned in the final 10 years, but 
no more than $500 annually.

1905  The Granite Union is the first labor organization 
to set up a pension plan for its members.

1912  The first minimum wage law is passed in 
 Massachusetts.

1924  The first point method of job evaluation 
is  introduced in National Electrical 
 Manufacturers Association.

1940  Retired workers start receiving primary Social 
Security benefits of up to $41.20 a month.

1954  The Federal Employees Group Life Insurance 
Act provides life insurance and accidental death 
and dismemberment insurance to civilian 
 officers and employees of the U.S. government 
through private insurance companies.

   The Longshoreman’s and Warehouseman’s 
Union obtains dental benefits as part of its 
contract.

1962  Basic steel companies negotiate savings and 
vacation plans, followed later in the year by 
extended vacations in the can industry.

   A long-range sharing plan is introduced 
in the Kaiser Steel/United Steel Workers 
 negotiations. This plan measures productivity 
rather than profits, and shares gains among 
employees and the company.

1965  In the mid-1960s, the trend toward managed 
care begins by introducing elements of 
 “managing” care into indemnity plans.

   The concept of flexible or “cafeteria” 
 compensation first appears. 

1969  More restrictive Social Security integration 
guidelines are introduced. The basic integra-
tion rate is 30 percent.

   The Tax Reform Act modifies the tax treat-
ment of lump-sum distributions from qualified 

pension and profit-sharing plans. Seven-year 
averaging replaces capital gain treatment of 
future employer contributions. The act also 
changes the method of taxing capital gains 
and provides a new limit on taxation of 
earned income. The 15 percent restriction 
 imposed on voluntary employees’ beneficiary 
associations (VEBAs) in 1942 is removed, 
opening the way to growth.

   Across-the-board increases in Social Security 
benefits of 15 percent are made effective 
 January 1970, providing benefits up to $190.

   The International Ladies Garment Workers 
Union adopts the first state-of-the-art,  
mail-order prescription drug benefit.

1970  In the 1970s, health maintenance  
organizations (HMOs) are introduced. 
These plans represent a complete shift from 
 indemnity to managed care.

   General Motors/UAW contract further 
 liberalizes early retirement benefits and 
 restores unlimited cost-of-living wage 
 adjustments.

1978  President Carter introduces a voluntary fed-
eral program of wage and price restraints.

1982  The Tax Equity and Fiscal Responsibility Act 
(TEFRA) amends ERISA by reducing retirement 
benefit and contribution limits and makes 
other rules for group life insurance, medical 
plans, and incentive stock options.

   Installation of Section 401(k) salary reduc-
tion plans surges, with Honeywell, FMC, and 
Quaker Oaks among the early sponsors.

   The Village Voice Newspaper becomes the 
first private business to offer health benefits to 
the unmarried domestic partners of employees.

1991  Starbucks becomes the first privately held U.S.  
company to offer a stock option program to 
all eligible full-time and part-time employees.

Late Payroll cards make their debut allowing 
1990s   employers to electronically credit pay to 

 special employee debit accounts.

2005  In a first of its kind move, 12 Nortel Networks 
executives will repay bonuses and restricted 
stock payouts granted and paid based on 
 manipulated financial statements.

Late Flexible spending accounts and health
2000s  savings accounts are increasingly offered at 

 organizations to help employees pay for their 
health-related expenses.

HR Journal Compensation and Benefits Events Historically
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 The Labor Budget 
 The labor budget normally identifies the amount of money available for annual employee 
compensation. Every unit of the organization is influenced by the size of the labor budget. 
A firm’s budget does not normally state the exact amount of money allocated to each em-
ployee; rather, it states how much is available for the unit or division. Discretion in allocat-
ing pay is then left to the department heads and supervisors. Theoretically, the close contact 
between supervisors and employees should allow for accurate performance appraisals and 
proper allocation of labor dollars. 

 Who Makes Compensation Decisions 
 More is known about who makes compensation decisions than about some other factors, 
but this is still not a simple matter. Decisions on how much to pay, what system to use, 
what benefits to offer, and so forth, are influenced from the top to the bottom of the orga-
nization. In large, publicly held organizations, the stockholders and the board have a great 
deal of say about pay, especially at the top of the organization. Top management makes 
decisions that determine the total amount of the firm’s budget to be earmarked for pay, the 
form of pay to be used (e.g., time-based versus incentive pay) and other pay policies. As 
the firm grows in size, compensation specialists, general managers, and job incumbents 
may also have input. 
  Whirlpool Corporation corporate executives make major reward decisions. 26  Pressures 
from international competition have changed its approach. Today, top managers and 
 compensation specialists jointly establish overall financial and operating goals for the cor-
poration. Then each level of management establishes its own plan to support corporate 
compensation objectives. The new system rests on performance appraisals directly linked 
to overall strategic goals for the firm. All employees, even the CEO, participate in the per-
formance appraisal process, from which all changes in pay flow. Even smaller firms are 
giving employees a say in determining pay. For instance, Com-Com Industries, a small 
metal-stamping shop in Cleveland, Ohio, allows workers to set compensation rates, through 
a volunteer committee of 10 to 15 members. 27  They determine wage rates for jobs ranging 
from floor sweeper to president, using market pricing. The committee even completes its 
own pay survey of the local competition. 

 Pay and Employees’ Satisfaction 
  Satisfaction  is an evaluative term that describes an attitude of liking or disliking. Pay satis-
faction, therefore, refers to an employee’s liking for or dislike of the employer’s compensa-
tion package, including pay and benefits. 28  Even though at least 3,500 scholarly articles 
have been written about pay satisfaction, research on it is not very definitive. 29  A recent 
meta-analysis of 92 samples from other research studies found a weak correlation of .15 
between pay level and job satisfaction. 30  This previous research has failed to find convinc-
ing evidence that workers’ satisfaction leads to increases in productivity. And although it 
seems logical to assume that employees derive satisfaction from being paid well or getting 
desired benefits or services, this is a very subjective conclusion. In fact, the sheer complex-
ity of reward systems made up of numerous components like base pay, bonuses, benefits, 
and services makes it even more difficult to research employees’ satisfaction. The clearest 
indication of satisfaction may be patterns of absenteeism and turnover. 
  Edward Lawler developed a model based on equity theory to help explain dissatisfac-
tion and satisfaction with pay. The distinction between the amount employees receive and 
the amount they think others are receiving is the immediate cause. If they believe the two 
amounts are equal, pay satisfaction results. The feedback loop between the employee’s 
perception and fairness and subsequent work behavior leads to fluctuations in output. 31  
Expectancy theory can also be used to get employees to motivate themselves, on the basis 
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of their views of what they want and how they can get it. Research conducted by Simons 
found which components of the pay system will lead to satisfaction differed by type of 
workers: Industrial workers preferred interesting jobs more than high pay; hotel workers 
preferred high wages above everything else. 32  
  Other research studies found that important predictors of pay satisfaction include pay 
desired versus pay earned; feelings of being entitled or deserving, and relative depriva-
tion theory. 33  Relative deprivation theory suggests that pay dissatisfaction is a function 
of six important judgments: (1) a discrepancy between what employees want and what 
they receive; (2) a discrepancy between a comparison outcome and what they get; (3) past 
expectations of receiving more rewards; (4) low expectations for the future; (5) a feeling of 
deserving or being entitled to more than they are getting; and (6) a feeling that they are not 
personally responsible for poor results. 
  Herzberg’s hygiene theory adds another twist. 34  He proposed that the opposite of job 
satisfaction is not dissatisfaction but just the absence of satisfaction. Nor is the absence of 
dissatisfaction necessarily positive satisfaction. When applying his theory to pay, he 
reached the conclusion that pay simply prevents workers from being demotivated. 

 Pay and Employees’ Productivity 
 Increasing payroll costs and competition in the global marketplace have caused managers 
throughout the United States to search for ways to increase productivity by linking com-
pensation to employees’ performance. 35  High performance requires much more than moti-
vation. Ability, adequate equipment, good physical working conditions, effective leadership 
and management, health, safety, and other conditions all help raise performance levels. But 
employees’ motivation to work harder and better is obviously an important factor. A num-
ber of studies indicate that if pay is tied to performance, the employee produces a higher 
quality and quantity of work. 36  The Your Career Matters on the next page discusses how 
organizations are using alternative methods (other than pay) to motivate employees during 
times of a weak economy and high unemployment. 
  Early evidence linking pay and performance is found in the Code of Hammurabi, writ-
ten in the 18 th  century b.c., which documents the use of a minimum wage, a fixed wage, 
and incentive rewards. 37  Traveling merchants were paid on the basis of a strong perfor-
mance incentive—unless investors received double profits, these merchants weren’t paid. 
However, during the Middle Ages it was “common knowledge” that workers would be 
productive only as long as they needed to be, perhaps working three days a week and 
spending the other four celebrating. The dawn of industrialism found capitalists seeking a 
way to use rewards to encourage productivity: the incentive wage. 
  Incentive wages were supported by early economists on the basis of the “hungry man” 
theory. Since a hungry worker would want to earn money to buy food, wages should be 
kept at the subsistence level so that workers would be motivated to be highly productive. 
Adam Smith (1776) modified this to develop “economic man” theory. 38  Instead of physi-
ological needs, money became the motivator for work. The more money each individual 
made, the harder he or she would work; output would increase as wages rose. Thus the 
basis of the modern wage incentive plan was set. 
  Frederick W. Taylor built on Smith’s theory, urging managers to learn to design jobs 
properly and then link pay directly to measurable productivity. 39  Under his plan, workers 
who met production standards were paid 125 percent of base pay while those who failed to 
meet standards were paid a very low wage. Variations of Taylor’s incentive pay are still in 
widespread use. Incentive pay will be discussed in depth in Chapter 11. 
  Not everyone agrees with this—some researchers argue that if you tie pay to 
 performance, you will destroy the intrinsic rewards a person gets from doing the job 
well. 40   Intrinsic rewards are powerful motivators too, but research on them has been 
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limited to only a few studies. The importance of money to employees varies among 
individuals. 
  If the organization claims to have an incentive pay system, and in fact pays for seniority, 
the motivation effects of pay will be lost. The key to making compensation systems more 
effective is to be sure that they are directly connected to expected behaviors. 41  
  Research on the relationship between pay and employees’ satisfaction and between pay 
and productivity continues, but with contradictory results. 42  It still can be concluded, how-
ever, that pay is an important outcome to employees. 43  Studying pay, performance, produc-
tivity, and job satisfaction is especially important because of their link to employees’ 
subsequent behaviors, including absenteeism and turnover, union organizing, and assump-
tion of responsibility. 

In good economic times, pay is one of the primary tools 
that companies use to motivate employees to be produc-
tive. As of 2011, the U.S. economy is still recovering from 
a severe recession, has a persistently high national un-
employment rate hovering just below 10 percent and an 
18 percent unemployment rate for young people aged 
16–24. In fact, the job market for recent college gradu-
ates is one of the weakest in recent history. All of these 
factors have contributed to the fact that companies and 
organizations in the United States are not willing to give 
large pay raises or annual bonuses to their employees 
and executives as in the past. Consequently, many 
 managers are looking for alternative ways to reward and 
motivate employees. You can enhance your career pros-
pects and make a name for yourself within your organi-
zation by introducing similar creative non financial 
rewards that keep employees engaged and motivated.
 Some companies like FedEx, Hewlett-Packard, Ad-
vanced Micro Devices, and The New York Times have 
attempted to maintain employee motivation during the 
recession by bucking conventional wisdom. Instead of 
instituting large-scale employee layoffs, these compa-
nies have opted for companywide reductions in employ-
ees’ base pay. Leaders of these companies believe that 
their current executives and employees are willing to 
sacrifice a portion of their pay for a short time until the 
firm’s financial situation strengthens again. If the pay cut 
is done in a transparent and equitable manner (e.g., ex-
ecutives give back more than lower paid employees), 
then it is hoped that morale will be maintained and 
forced layoffs of friends and colleagues avoided.
 Rhino Foods goes one step further when demand for 
its dessert products decreases during slow economic 
times. The Burlington, Vermont, company allows its best 
employees to voluntarily take other jobs with Rhino’s 

customers with the promise that Rhino will have a job 
waiting for these individuals once business improves. 
Rhino officials claim that employees who transfer out to 
customer companies then return with a new set of skills 
and stronger relationships with those customers.
 Other ways of keeping employees motivated during 
tough times include a variety of low-cost or “soft” 
 benefits. Here are some examples of low-cost benefits:

• eBay has outfitted two quiet areas at its San Jose 
campuses with large pillows that employees can use 
for prayer and meditation during work.

• Microsoft offers its employees dry cleaning at its 
 Redmond, Washington, location and sponsors free 
grocery delivery to employees’ homes.

• Sylvan Dell Publishing set up an on-site kennel to 
 accommodate employees who bring their dogs to 
work.

• Google gives its employees bonuses that can only be 
used toward the purchase of a hybrid automobile.

During lean times, companies need to retain their talent 
with fewer financial resources. Some creative approaches 
such as reducing salaries (instead of layoffs), sharing 
 employees with customers, and providing low-cost but 
meaningful benefits to employees are a good way to 
keep employees through the tough times.

Sources: See http://www.bls.gov (accessed on May 5, 2010); 
A. Mishra, K. Mishra, and G. Spreitzer (2009), “Downsizing the 
Company without Downsizing Morale,” MIT Sloan Manage-
ment Review, Vol. 50, Iss. 3, pp. 39–44; Jena McGregor (June 
2009), “Cutting Salaries Instead of Jobs,” BusinessWeek (4134), 
pp. 46–48; Peter Coy, Mark Scott, Lindsey Gerdes, and Kenji 
Hall (October 2009), “The Lost Generation,” BusinessWeek 
(4151), p. 32; B. Chapman (June 2008), “Fun and Games,” 
 Incentive, Vol. 182, Iss. 6,  pp. 28–30.

Your Career Matters  Alternative Ways to Motivate Employees 
during Tough Economic Times
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 Compensation Decisions 

 Pay for a particular position is set relative to three groups: 

 • Employees working on similar jobs in other organizations (group A). 

 • Employees working on different jobs within the organization (group B). 

 • Employees working on the same job within the organization (group C). 

  The decision to examine pay relative to group A, that is, the pay level, is called the  pay-
level d  e  cision . The objective of the pay-level decision is to keep the organization competi-
tive in the labor market. The major tool used in this decision is the pay survey. The pay 
decision relative to group B is called the  pay-structure decision . The pay structure involves 
setting a value on each job within the organization relative to all other jobs. This uses an 
approach called job evaluation. The decision involving pay relative to group C is called 
 individual pay determination.  

 The Pay-Level Decision 
 The  pay level  is decided by managers who compare the pay of people working inside the 
organization with those outside it. This decision is affected by multiple interacting factors 
that affect pay levels upward, downward, or laterally. When factors such as managerial 
 attitudes, the labor market, and competition change, the pressures on pay levels shift. 44  
  The pay-level strategy is a major strategic choice managers must make. 45  Essentially, 
three pay-level strategies—high, low, or comparable—can be chosen. 

 High-Pay Strategy 
 In this strategy, managers choose to pay at higher-than-average levels. The assumption 
behind this strategy is that you get what you pay for. These managers believe that paying 
higher wages and salaries will attract and hold the best employees, and that this is the most 
effective long-range policy. Organizations using this strategy are sometimes called  pace-
setters . The strategy may be influenced by pay criteria such as paying a living wage or 
paying on the basis of productivity. 

 Low-Pay Strategy 
 At the opposite extreme is the low-pay strategy. In this case, the manager pays at the mini-
mum level needed to hire enough employees. This strategy may be used because this is all 
the organization can pay—the ability to pay is restricted by other internal or external fac-
tors such as a limited labor budget or a forecasted decline in sales and profits. 

 Comparable-Pay Strategy 
 The most frequently used strategy is to set the pay level at the going wage level. The wage 
criteria are comparable wages, perhaps modified by cost-of-living or purchasing power 
adjustments. For example, the Federal Pay Comparability Act of 1970 limits federal gov-
ernment compensation to the comparable wage paid in the private sector at the time. This 
going wage is determined from pay surveys. Thus, the policy of a manager following this 
strategy is to pay the current market rate in the community or industry,  6 5 percent or so. 

 Choice of a Strategy 
 These three strategies are usually set for the total organization, although the strategy might 
have to be modified for a few hard-to-fill jobs from time to time. The choice of strategy 
 partially reflects the motivation and attitudes held by the manager. If the manager has a high 
need for recognition, the high-pay strategy might be chosen; otherwise, the low-paying 
 strategy might be chosen. Another factor is the ethical and moral attitude of the manager. If the 
manager is ethically oriented, then a low-pay strategy is not likely to be chosen willingly. 
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  Two other factors affect the choice of pay-level strategy: the degree to which an organi-
zation can attract and retain personnel and the organization’s ability to pay. Factors affect-
ing the attraction and retention of human resources include the availability of qualified 
labor, job security, and level of benefits. A few factors affecting the ability to pay include 
the cost of labor, the firm’s profit margins, and the stage of the firm (new or established). 
For these factors to be salient, they must vary across the relevant labor market. If, for 
 example, all firms have high labor costs, they will all tend to pay below-average wages. 
  But remember: The many external factors affecting the process, such as government and 
unions, are compounded by employees’ job preferences, which include pay and nonpay 
aspects. And many employees do not have a sophisticated or comprehensive knowledge of 
all these factors. So you can see that the organization has a great deal of room for maneu-
vering in the pay-level decision. To help make the decision, managers use tools called a 
 pay or wage survey, market pricing,  or  benchmarking.  

 Pay Surveys 
  Pay surveys  are techniques and instruments used to collect data about compensation paid 
to employees by all employers in a geographic area, an industry, or an occupational 
group. 46  They must be carefully designed, because their results are quoted and used in 
making compensation decisions. Surveys help managers gauge the exact market rates for 
various positions. 47  Obtaining valid, reliable information about pay is critical to creating a 
compensation system that supports corporate goals. 48  

 Who Conducts Pay Surveys? 
 Pay surveys are conducted by professional and consulting enterprises, trade associations, 
the government, unions, and competitors. Some examples of where to find surveys are 
listed in Exhibit 10–4. Additionally, an annual report published by Personnel Systems 

Government Sources

Bureau of Labor Statistics

Federal Reserve Banks

Monthly Labor Review

Professional and Trade Organizations

Administrative Management Society

American Association of Management

Society for Human Resource Management

Surveys Conducted by Other Organizations

Bureau of National Affairs

Consulting Firms

Hay Associates

Management Compensation Services

Pay Data Service

Surveys by Journals

BusinessWeek

Compensation and Benefits Review

Dun’s

Forbes

Fortune

Hospital Administration

Nation’s Business

EXHIBIT 10–4
Sources of Pay 
Surveys
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314  Part Three  Rewarding Human Resources

 Associates, “Survey Sources for U.S. and International Pay and Benefits Surveys,” lists 
over 750 surveys conducted by commercial, private, and government organizations. Many 
large organizations design and administer their own pay surveys. 
  There are a number of ways an organization can acquire competitive salary information: 
(1) purchasing an existing survey, (2) joining an existing survey, (3) conducting a survey, 
(4) doing a telephone survey of competitors, and (5) collecting information from proxy 
statements. 49  

 Usefulness of Surveys 
 A number of critical issues determine the usefulness of surveys: First is the  jobs covered . 
Other employers cannot be expected to complete endless data requests for all the organiza-
tion’s jobs. However, a minimum of 30 percent of the jobs should be matched with market 
data to ensure an equitable evaluation of the firm’s compensation system. 50  If the point 
method of job evaluation is used (as described later in this chapter), the key jobs might be 
selected for surveying, since they cover all pay ranges. The jobs that most employees hold 
should also be on the list (data-entry clerks and underwriters for an insurance company, for 
example). 
  The second issue concerns  who will be surveyed . Most organizations tend to compare 
themselves with similar competitors in their industry. American Airlines might compare its 
pay rates with those of United Airlines, for example. However, it has been shown that em-
ployees might not compare their pay with that offered by competitors at all. Their basis of 
comparison might be friends’ employers or employers that they worked with previously. If 
the survey is to be useful, employees should be involved in choosing the organizations to 
be surveyed. The employers surveyed should include the most dominant ones in the area 
and a small sample of those suggested by employees. 
  Third is  the method used . One method is the personal interview, which develops the 
most accurate responses but is also expensive. Mailed questionnaires are probably the most 
frequently used method and are one of the cheapest. The only criterion for participation in 
a mass mailing pay survey is paying a fee to receive a copy of the summary report. This 
fact makes it difficult to determine if the survey is at all representative of anything. 51  The 
jobs being surveyed by mail must be clearly defined, or the data may not be reliable. Tele-
phone inquiries, as a follow-up to the mail questionnaires, are used to gather data. This 
procedure is quick, but it is also difficult to get detailed data over the phone. 
  The fourth issue determining the usefulness of pay surveys is  the information gathered . 
The best surveys do the following: 

  1. Use clear, concise job descriptions. 

  2. Give clearly written instructions for participants to follow. 

  3. Include a good sample of organizations, with names identified. 

  4. Have a consistent sample of participants for each iteration. 

  5. Provide data on base pay, bonuses, and total compensation. 

  6. Provide 25 th , 50 th , and 75 th  percentile data for both base and total compensation. 

  7. Include information on benefits. 

  8. List numbers of incumbents for each job surveyed. 

  9. Are completed by human resource professionals. 

 10. Are reviewed by experienced compensation professionals. 52  

  It is important to remember that no matter what the source, pay surveys are just one 
piece of the puzzle necessary to make the pay-level decision. The firm’s size, financial 
performance, and strategic initiatives are also important considerations. 
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HR Challenge (continued from page 298)

Jerry Wallace responded to Cheryl’s request with a report showing that some employees 
were paid on the basis of seniority: the annual raise system was based on years of service. 
However, entry-level pay, especially for plant jobs, was based more on family need than on 
job experience and skill. As a result, people doing the same job at about the same perfor-
mance level received different paychecks. Without a pay secrecy policy, it was easy for em-
ployees to find out how much other people were paid. Some employees who had just 
started on the line made more than those who had been at Decker for years.
 Even though Decker’s average wage was 15 percent above average for the industry, job 
satisfaction was low, and turnover continued to increase. Jerry pointed out that the labor 
market was favorable because other firms were downsizing, so replacements could be 
found easily. The problem, he said, was that Decker couldn’t afford to pay high wages, but 
previous pay policy had created the expectation of an above-average wage.

 The Pay-Structure Decision 
 The next step is to construct an internal pay hierarchy or  pay structure . The traditional 
way to develop the pay structure was to make a systematic comparison between the worth 
of one job and the worth of another, using job evaluation. The job evaluation process 
 described below is based on the job-worth model for determining pay. More techniques of 
determining pay (skill-base, knowledge-base, competency, feedback, and the total 
 compensation approach) will be introduced in Chapter 11. 

 Job Evaluation 
  Job evaluation  is a formal process by which the relative worth of various jobs in the 
 organization is determined for pay purposes. A systematic comparison of the worth of one 
job with that of another job eventually results in the creation of a wage or salary hierarchy 
unique to the organization. Essentially, job evaluation relates the amount of pay for each 
job to the extent to which that job contributes to organizational effectiveness. It is not 
 always easy to determine the worth of all jobs in an organization. Job evaluation involves 
making judgments that are subject to errors on the part of job evaluators. It may be obvious 
that the effective physician will contribute more to the goals of patient care in the hospital 
than the nurse’s aide. The point at issue is  how much  the differential is worth, and this 
means that a judgment must be made. 
  Since computing exactly how much a particular job contributes to organizational effec-
tiveness is difficult, proxies for effectiveness are used. These proxies include skills 
 required to do the job, amount and significance of responsibility involved, effort required, 
and working conditions. Compensation must vary with the differing demands of various 
jobs if employees are to be satisfied and if the organization is to be able to attract the 
 personnel it wants. 
  Once an organization decides to use job evaluation, a series of decisions must be made 
to ensure its effectiveness. Part of the decision to use job evaluation, or the first step in 
 using it effectively, is for management to involve employees (and, where appropriate, the 
union) in the system and its implementation. Employees should be allowed to express their 
perceptions of the relative merits of their jobs. This participation affords an opportunity to 
explain the fairly complicated process of job evaluation to those most directly affected by 
it, and it will usually lead to better communications and improved understanding among 
employees. 
  After the program is off to a cooperative start, usually a committee of about five mem-
bers evaluates the jobs. Ideally, the committee includes employees, managers, and HR 
specialists. All members should be familiar with jobs to be evaluated. 
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  Job evaluation is usually performed by analyzing job descriptions and, occasionally, job 
specifications. It is usually suggested that job descriptions be split into several series, such 
as managerial, professional-technical, clerical, and operative. It makes sense in writing job 
descriptions to use words that are keyed to the job evaluation factors. 
  Another essential step in effective job evaluation is to select and weigh the criteria 
(compensable factors) used to evaluate the job. Although research is sparse in this area, it 
appears that the results are the same whether all factors or just a few factors are considered, 
especially if the job evaluation is carefully designed and scaled. Typical of the factors most 
frequently used for job evaluation are education, experience, amount of responsibility, job 
knowledge, work hazards, and working conditions. It is important that the factors used be 
accepted as valid for the job by those being evaluated. 
  Four frequently used methods of job evaluation are 

 1. Job ranking 

 2. Classification 

 3. Point system 

 4. Factor comparison 

  Job evaluation systems can be classified as shown in Exhibit 10–5. 

  Ranking of Jobs    The system used primarily in smaller, simpler organizations is the 
  ranking of jobs   . Instead of analyzing the full complexity of jobs by evaluating parts of 
jobs, the job-ranking method has the evaluator rank-order whole jobs, from the simplest to 
the most challenging. 
  There is no assurance that the ranking thus provided is composed of equal-interval ranks. 
The differential between the highest job and the next highest job may not be exactly the same 
as that between the lowest and next lowest. If the system is used in an organization with many 
jobs, it is clumsy to use, and the reliability of the ratings is not good. Because of these prob-
lems, ranking is probably the least frequently used method of job evaluation. 

  Classification or Grading System    The  classification or grading system  groups a set 
of jobs together into a grade or classification. Then these sets of jobs are ranked by levels 
of difficulty or sophistication. It is a job-to-standard comparison, which solves many of the 
problems of simple job ranking. 
  First, the job evaluator decides how many categories or classifications the job structure 
has to be broken into. Typically, there are around eight, with the number varying from five 
to 15. 53  The most publicized example of a classification system is the United States Office 
of Personnel Management General Schedule. The 2010 version has 15 grades with 10 pay 
steps within the pay grades. This classification system is used in making compensation 
decisions for over 3 million federal employees. 
  The second step is to write definitions of each class. The definitions provide the production 
standards upon which the compensation system will be built. Exhibit 10–6 shows a five-level 
classification system with definitions for computer analysts. Once the classes are defined, jobs 
to be evaluated are compared with the definitions and put into the appropriate classification. 
  This method of job evaluation provides specific standards for compensation and accom-
modates any changes in the value of individual jobs. A job classification system can be 

 Nonquantitative Comparison Quantitative Comparison
Comparison Basis (Job as Whole)  (Parts of Factors of Jobs)

Job versus job Job ranking Factor comparison
Job versus scale Job grading or classification Point system

EXHIBIT 10–5
Comparison of Job 
Evaluation Systems
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constructed quickly, simply, and cheaply. It is easy to understand and easy to communicate 
to employees. Classification does have drawbacks, however. It is more detailed than job 
ranking, and it assumes a rigid relationship between job factors and value. As a result, 
 especially in large firms, jobs are forced to fit into categories that are not entirely appro-
priate. Feelings of inequity can result. Deciding how many classifications there should be 
is also a problem. If there are too few classes, it will be difficult to differentiate job value 
and resulting wage levels. Too many classes make writing definitions almost impossible. 

  Point System     The greatest number of job evaluation plans use the  point system . 54  It is 
the most frequently used because it is more sophisticated than ranking and classification 
 systems and it is relatively easy to use. 
  Essentially, the point system requires evaluators to quantify the value of the elements of 
a job. On the basis of the job description or interviews with job occupants, points are as-
signed to the degree of various compensable factors required to do the job. For example, 
points are assigned on the basis of skill required, physical and mental effort needed, degree 
of dangerous or unpleasant working conditions involved, and amount of responsibility in-
volved in the job. When these are summed, the job has been evaluated. 
  As shown in Exhibit 10–7, factor 1, education, has five degrees, as do factors 2 and 3. 
On the other hand, factor 4 has three degrees, while factor 5 has four degrees. The maxi-
mum number of points is calculated by multiplying the points in the system by the 
 assigned weights. For education, the maximum points would be 250 (50 percent weight 
multiplied by 500 maximum points). 
  An advantage of the point system is that it can be easily interpreted and explained to 
employees. On the other hand, it is time-consuming to develop a point system. 

  Factor Comparison    The  factor comparison method  was originated by Eugene 
Benge. Like the point system, it permits the job evaluation process to be done factor by 
factor. It differs from the point method in that jobs are evaluated or compared against a 
“benchmark” of key points. A factor comparison scale, instead of a point scale, is used to 
compare five universal job factors: 

 1.  Responsibilities —Money, human resource, records, and supervisor responsibilities of 
the job. 

 2.  Skill —Facility in muscular coordination and training in the interpretation of sensory 
requirements. 

Class I Computer work, no managerial responsibility

Class II Computer work, no managerial responsibility, team involvement

Class III  Computer work of medium complexity, no managerial responsibility, team 
responsibilities

Class IV  Computer work of medium complexity, managerial responsibility, team authority

Class V Complex computer work, managerial responsibility, team leadership

EXHIBIT 10–6
Computer Analyst 
Classification System

 Degrees

Factor Weight 1st 2nd 3rd 4th 5th

1. Education 50 percent 50 100 150 200 250

2. Experience 25 12 12 24 36 48

3. Complexity of job 12 12 24 36 48 60

4. Relationships with others 8 8 24 40
5. Working conditions 5 10 15 20 25 

EXHIBIT 10–7
Evaluation Points for 
Insurance Clerical 
Job (500-Point 
System)
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318  Part Three  Rewarding Human Resources

 3.  Physical effort —Sitting, standing, walking, lifting, moving, and so on. 

 4.  Mental effort —Intelligence, problem solving, reasoning, and imagination. 

 5.  Working conditions —Environmental factors such as noise, ventilation, hours, heat, 
 hazards, fumes, and cleanliness. 

  The factor comparison method has some advantages and disadvantages. One advantage 
is that it is a step-by-step formal method of evaluation. Furthermore, it shows how the 
 differences in factor rankings translate into dollars and cents. Probably the most negative 
aspect of the factor comparison method is its complexity. Although the method is easy to 
explain to subordinates, it is difficult to show them how such a system is developed. There 
is also the issue of subjectivity. Despite the systematic nature of the factor comparison 
method, it still relies on the subjective judgments of a committee or a group of evaluators. 
Of course, subjectivity is also a problem with each of the other job evaluation methods. 
Furthermore, as more jobs change and new jobs emerge, job evaluation is being supple-
mented by performance-based pay as individual and team contributions to productivity 
become more prominent indicators of success and value added. 

 Pay Classes, Rate Changes, and Classifications 
 After completion of the job evaluation, the pay-structure process is completed by establish-
ing pay curves, pay classes, rate ranges, and job classifications. At intervals of, say, 
50 points, a new pay class is marked off. 
  The  pay curve  illustrated in Exhibit 10–8 is based on information obtained from 
wage and salary surveys and modified as necessary to reflect Zacha Electronics’ (mid-
sized firm in the Northeast) policy to pay at, above, or below prevailing rates. This ex-
hibit shows a single-rate pay system rather than a rate-range system in that all jobs 
within a given labor class will receive the same rate of pay. In this example, pay classes 
are determined by the point value that is in turn determined through a point system 
method of job evaluation. 
  A  pay class  (also called a  pay grade ) is a grouping of a variety of jobs that are similar 
in terms of difficulty and responsibility. If an organization uses the factor comparison or 
point system of job evaluation, this is accomplished by use of pay-class graphs or point 
conversion tables. An example of a pay-class graph used by Zacha Electronics is given in 
Exhibit 10–8. 
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EXHIBIT 10–8 
Pay Classes and 
Pay Curve
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  Exhibit 10–9, another pay-class graph, demonstrates how data from a wage and salary 
survey are combined with job evaluation information to determine the pay structure for an 
organization. A compensation trend line is derived by first establishing the general pay pat-
tern, plotting the surveyed rates of key jobs against the point value of these jobs. The trend 
line can then be determined by a variety of methods, ranging from a simple eyeball estimate 
of the pay trend to a formalized statistical formulation of a regression line based on the 
“sum of the least squares” method. The appropriate pay rate for any job can then be ascer-
tained by calculating the point value of the job and observing the pay level for that value as 
shown by the trend line. By taking a set percentage (for example, 15 percent) above and 
below the trend line, minimum and maximum limit lines can be established. These limit 
lines can be used to help set the minimum and maximum rates if a pay range is used instead 
of a single rate for each job. The limit lines can also be used in place of the trend line for 
organizations that wish to establish pay levels above market—the pay leaders—or those that 
want to pay slightly under the prevailing rate. 
  Although it is possible for a pay class to have a single pay rate (Exhibit 10–9), the more 
likely condition is a  pay range  .  These ranges can have the same spread, or the spread can 
increase as the pay rate increases. An example of a pay structure with increasing rate 
ranges is given in Exhibit 10–8. The ranges are usually divided into a series of steps. Thus, 
within class 4 (215–265 points), there might be four steps: 

Pay Range ($ Monthly)

 Step 1 $5,000–5,400
 Step 2 $5,401–5,600
 Step 3 $5,601–5,850
 Step 4 $5,851–6,100

  These steps in effect are money raises within a pay range to help take care of the needs 
of individual pay determination (to be discussed in Chapter 11). Similar ranges would 
 ordinarily be determined for all other classes to illustrate the pay structure for all jobs in the 
pay plan. Within-grade increases are typically based upon seniority, merit, or a combina-
tion of both (as described in Chapter 11). 
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Pay Class Graph 
with Range of Pay
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  The entire pay structure should be evaluated periodically and adjusted to reflect changes 
in labor market conditions, level of inflation, and other factors affecting pay. Although the 
typical structure is shown as linear, generally a more fair structure is curvilinear, with rates 
increasing exponentially as pay increases. 

 Delayering and Broadbanding 
 In an attempt to improve the efficiency and to reduce the complexities of job-based pay 
structures some organizations are using delayering or broadbanding approaches. 55  

 Delayering 
 This process involves a reduction of the total number of job levels resulting in a flatter 
job structure.  Delayering  can increase flexibility by allowing employees to move 
among a wider range of job tasks without having to adjust pay with each move. Pratt and 
Whitney delayered by reducing 11 pay grades and 3,000 job descriptions for entry-level 
through middle-management positions to 6 pay grades and a few hundred job 
descriptions. 56  

 Broadbanding 
 The concept of broadbanding is one in which the number of salary ranges is significantly 
reduced, 57  creating a smaller number of broad salary ranges and placing more emphasis on 
basing salary increases on individual performance.  Broadbanding  involves collapsing 
multiple salary grades and ranges into a few wide levels known as bands. 58  Using the 
broadbanding approach, entry-level employees with minimal qualifications start at the 
range minimum. Instead of annual increases, movement through these ranges depends on 
performance. All raises become merit raises, which are determined individually. With 
fewer, broader salary ranges, organizations deemphasize traditional job evaluation and 
 organizational hierarchy. Broadbanding gives managers more flexibility in moving employ-
ees through the pay structures. 59  Broadbanding also supports corporate strategies of more 
flexible career development, building cross-functional skills, and more effective pay ad-
ministration. Organizations can thus be more flexible in rewarding top performers while 
saving money on mediocre employees. 

HR Challenge (continued from pages 298 and 315)

Brad reviewed Jerry’s report and then called him and Cheryl into the office.

  Brad  The handwriting is on the wall. We have to overhaul our compensation policy 
quickly. Where do we start?

  Jerry  Let’s adopt what’s called the broadbanding approach. We can set up a 
committee of supervisors and job incumbents and look at our existing system 
of pay ranges and classes. We can begin to identify basic inequities that were 
caused by our old philosophy and start to communicate the constraints on 
pay that have been created by the new global competition. I recommend 
taking our present system and reducing the number of ranges to five or six. 
All entry-level employees will get minimum wage and move through the 
ranges on the basis of a combination of seniority and individual performance. 
What do you think?

Cheryl  I think it sounds intriguing; but basically what you are suggesting is a more 
variable, less fixed compensation policy. Is Decker ready for that?

  Brad We have to be!

320
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  Although flexibility is a positive side of broadbanding, there may be drawbacks. When 
shifting the ability to make pay decisions to managers the firm must be aware of the pos-
sible abuse of power. Favoritism can result in unfair use of broadbands. However, the use 
of broadbanding can increase flexibility if managers implement it fairly and treat every 
employee fairly. 

 The Individual Pay Decision 
 This chapter has begun the discussion of compensation by stating the objectives of 
 compensation and explaining the multiple meanings of pay at work, external and internal 
factors influencing compensation, pay levels, pay surveys, and pay structures and their 
determination. At this point, the compensation analyst and operating managers have infor-
mation on comparable pay levels of competitors and the surrounding area and a system for 
evaluating jobs so that differentials between job descriptions can be established. 
  Another decision must be made before the organization can complete the job of build-
ing an effective, efficient pay system. How does the organization determine what two peo-
ple doing the same job—for example, computer programmer—should make? Should all 
computer programmers be paid the same? If not, on what basis should the differential in 
compensation rest? The decision is called  individual pay determination . These questions 
will be answered in Chapter 11. 

Summary   To summarize the major points covered in this chapter:  

  1. Compensation is the HRM function that deals with every type of reward that individu-
als receive in exchange for performing organizational tasks—wages, salaries, bonuses, 
commissions, benefits, and nonfinancial rewards like praise. 

  2. The objective of the compensation function is to create a system of rewards that is 
equitable to the employer and employee alike. 

  3. Compensation should be adequate, equitable, cost-effective, secure, incentive-providing, 
and acceptable to the employee. 

  4.  Pay satisfaction  refers to an employee’s liking for or dislike of the employer’s com-
pensation package, including pay and benefits. Much research has been conducted 
about the relationship, but it has not been clarified. 

  5. There is early evidence linking pay and productivity from the time of the Code 
of Hammurabi in the 18 th  century b.c. However, high performance requires more 
than understanding the relationship among pay, motivation, satisfaction, and 
productivity. 

  6. The pay-structure decision involves comparing jobs within the organization to deter-
mine their relative worth. 

  7. Determining the worth of a job is difficult because it involves measurement and sub-
jective decisions. Using systematic job evaluation procedures is one way to determine 
net worth. 

  8. The four most widely used methods of job evaluation are job ranking, classification, 
the point system, and factor comparison. 

  9. The wave curve (or line) illustrates the average target wage for each pay class. 

  10. Most managers group similar jobs into pay classes or rate ranges. 

  11. Broadbanding is a new system for condensing rate ranges into broader classifications. 
It allows an employer to create a more flexible compensation program based on indi-
vidual contributions. 
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 Key Terms  broadbanding,  p. 320  
 classification or grading 
system,  p. 316  
 comparable worth, 
p. 306   
 compensation, p. 298   
 delayering,  p. 320  
 direct financial 
compensation,  p. 299  
 equal pay,  p. 306  
 exempt employee,  p. 304  

 factor comparison 
method, p. 317   
 Fair Labor Standards Act 
(FLSA),  p. 303  
 financial compensation, 
 p. 299  
 indirect financial 
compensation,  p. 299  
 job evaluation, p. 315   
 minimum wage,  p. 303  
 nonexempt employee,  p. 304  

 pay class or pay grade, 
 p. 318  
 pay curve,  p. 318  
 pay level, p. 312   
 pay range,  p. 319  
 pay satisfaction,  p. 309  
 pay structure,  p. 315  
 pay surveys,  p. 313  
 point system,  p. 317  
 ranking of jobs, p. 316   

  1. What is the difference between direct and indirect financial compensation? 

  2. Pay for each individual in the United States is set relative to three groups. Name them 
and explain why each is important. 

  3. What is pay satisfaction? Why is it so difficult to measure it and to relate it to a 
 compensation system? 

  4. Linking pay and productivity has been around since the days of the Babylonians. How 
much do we really know about the relationship? 

  5. What is the difference between equal pay and comparable worth? Why are these 
 concepts so important? 

  6. In locating a new office that would employ about 300 employees how would compen-
sation play a role in making the decision for where the new office should be located? 

  7. How would you go about deciding if a pay survey you want to buy had the necessary 
characteristics to be useful to your organization? 

  8. Define the pay-structure decision. What is job evaluation, and how does it help manag-
ers build a pay structure? 

  9. Do you believe that outsourcing is here to stay or is it a passing fad? Explain. 

 10. Define the term  broadbanding . How does it relate to traditional job evaluation 
 outcomes like pay ranges and classes? 

 Questions for 
Review and 
Discussion 
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 Application Case 10–1 

 The Comparable Worth Debate 
 Twin Oaks Hospital is a privately owned facility that serves Lexington, Colorado (popula-
tion approximately 250,000). The 100-bed hospital has a staff of 350 employees, including 
over 200 nurses and 40 clerical and secretarial employees (an almost exclusively female 
group). In the last month, discontent concerning pay levels has been mounting among the 
hospital’s nurses and secretarial-clerical employees. Discontent was spurred by recent de-
velopments at the Lexington Memorial Hospital, a public facility. There, the hospital ad-
ministration agreed to demands by nurses and secretarial-clerical workers for a 5 percent 
pay increase. The administration further agreed to launch a job evaluation program that 
would evaluate the nursing and secretarial-clerical jobs on the basis of comparable worth. 
The administrators pledged that the study’s findings would be used as the basis for any 
further pay adjustments. 
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  The administration’s moves came after demonstrations by nurses and secretarial-clerical 
workers and by a clear threat of unionization by the Union of American Nurses and the 
United Office Workers. Union organizers had held discussions with the nurses and office 
employees and had circulated the results of a comparable worth study (shown in Ex-
hibit 10–1A) to illustrate the extent of pay inequities. 
  David Hardy, director of personnel at Twin Oaks, was acutely aware of the troubles 
brewing at his hospital. He knew that union organizers were meeting with employees and 
distributing the study flier. Overall, Twin Oaks’ pay levels for its nurses and office staff 
were very similar to the levels at Lexington Memorial before the 5 percent increase. How-
ever, the levels were not competitive with compensation available in Denver, which is 
 located about 100 miles north of Lexington. In the last week, Hardy had met with 
 representatives of the two employee groups at their request. There, the spokeswomen made 
three requests: an immediate 5 percent pay increase, the establishment of a job evaluation 
program based on the concept of comparable worth, and a pledge to base wage adjustments 
on the findings of the study. 
  Hardy informed James Bledsoe, the hospital director, of the employees’ requests:  Bledsoe 
asked for a recommendation for action within three days. Before developing an action plan 
Hardy met with his two top aides (Janet Sawyer and Charles Cooper) for an initial, infor-
mal discussion of the situation. In Hardy’s view, the key question focused on whether to 
evaluate the jobs on the basis of comparable worth. 
  “I favor launching the job evaluation program,” said Janet Sawyer. “Nationwide, there 
is a disturbingly large gap between the pay levels of predominantly male and female jobs. 
Consider that there’s no difference in the median education levels of men and women—
about 12.6 years. Yet with the same median amount of education, women on the average 
earn 40.8 percent of a man’s median pay. If we take a close look at our compensation levels 

EXHIBIT 10–1A Findings from One Comparable Worth Study 

     Knowledge and skills    

    Mental demands   

  122  
       Supervise patient 
care; manage 
ward staff  

    Responsibility   

    Working 
conditions   

                Head Nurse     Electrician     Clerk/Typist     Truck Driver    

 244  
       RN license; good 
judgment; people 
skills  

  122  
  Apprenticeship; 
technical know-how  

  106  
  High school diploma; 
word processing—
60 wpm  

  61   
  Chauffeur’s license   

  106  
       Life-and-death 
decisions; 
administer 
doctors’ orders; 
emotional 
stability  

  30  
  Troubleshooting; 
public safety  

  26  
  Always told what to 
do; pressure to 
get work done; 
monotony  

  10   
  Heavy traffi c; speed 
limits   

  30  
  Order supplies; safe 
wiring  

  35  
  Neat documents; 
manage small 
tasks  

  13   
  Truck maintenance; 
on-time deliveries   

  11  
       Always on feet; 
constant demands; 
rotating shifts  

  15  
  Cramped quarters; 
strenuous 
assignments; fairly 
dangerous  

  0  
  Padded seat; constant 
interruptions; regular 
hours  

  13   
  Erratic schedule; tight 
space, long hours   

    Total points     483    197    167    97   

    Monthly salary     $2,950    $2,350    $1,820    $2,055       
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across jobs from the perspective of comparable worth, we’ll probably find some pretty 
disturbing gaps of our own. 
  “There’s a growing precedent for comparable worth-based pay adjustments,” she con-
tinued. “Over 30 states have comparable worth bills pending or commissions that are 
studying the issue. Minnesota has had comparable worth-based pay policies for its employ-
ees since 1983, and several city governments have implemented the concept.” 
  “That’s precedent in the public sector, not private industry,” said Charles Cooper. “I 
would favor a pay increase, perhaps 5 percent, to keep us competitive with Lexington 
 Memorial. However, agreeing to a job evaluation based on comparable worth is opening 
the door to a very questionable and costly concept.” 
  “I’m troubled by the concept of comparable worth for three reasons,” he continued. 
“First, if you implement comparable worth, you destroy our free market system. The mar-
ket does discriminate, but on the basis of supply and demand, which accurately reflects a 
job’s worth. The market is blind to gender.” 
  “I’m not so sure about its visual shortcomings in that regard,” Janet said. 
  “I agree with Janet that a sizable wage gap does exist,” Charles continued. “But accord-
ing to some studies, much of that gap is not due to gender. For example, I’ve just reviewed 
a study by the U.S. Labor Department that found that over 50 percent of the gap between 
men’s and women’s pay is due to vocational training, the industries that women choose, 
and geographic location. The remaining gap could be due to sex discrimination, but frankly 
I’m not willing to destroy the free market system to find out. 
  “Second, there’s the issue of implementation,” Charles said. “Here, comparable worth 
floats in a sea of subjectivity. If we conduct the evaluation, we must evaluate all jobs in the 
hospital, not just the nurses, secretaries, and clerical workers. Doing so requires one evalu-
ation system with one set of job factors. Which factors do we use? How do we weigh the 
factors in calculating a job’s worth? Few objective guidelines exist for us to use. 
  “And suppose we did implement comparable worth,” he continued. “We might create 
internal pay equity across our jobs but it would not address our need to be externally com-
petitive. For example, suppose we determine that two jobs are very similar in worth, almost 
identical. Using comparable worth as a basis, we provide the same pay for both jobs. 
  “However, marketwise we’re paying far too much for one job and far too little for 
 another. How do we attract people for the underpaid position? We end up with too many 
applicants for jobs already filled and not enough for jobs that go unfilled. 
  “Third, there’s our primary concern—costs. We won’t know how much comparable 
worth will cost us until we’re into the evaluation program. However, given adjustments 
made in clerical and secretarial pay by government offices that have implemented compa-
rable worth, the cost should be hefty. Look at the estimated price tag for implementing 
comparable worth nationwide—over $150 billion. Business and society would pay the bill 
via inflation and lowered productivity.” 
  “We could conduct an effective job evaluation program—other companies have done 
it,” Janet countered. “General Electric has overhauled its job evaluation methods to reflect 
concerns about comparable worth. Bank of America has also made some changes; it’s in-
corporated job factors into predominantly female jobs that weren’t there before, such as 
physical demands for computer VDT operators and bank tellers. We could also talk with 
Lexington Memorial about how they plan to conduct their job evaluation program. 
  “I’d suggest that we develop a job evaluation plan that’s tailor-made for our hospital,” 
Janet continued. “We could form a committee composed of 6 to 10 members with represen-
tatives from all functional areas. The committee would be charged with identifying the ele-
ments that should be considered in evaluating all jobs in the hospital. It would also determine 
the weights for all factors. For some factors, such as knowledge and experience, account-
ability and judgment would be more difficult. But we could do it; others have done it.” 
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  “What about costs?” David Hardy asked. 
  “Charles is right,” Janet replied. “We won’t really know until the evaluation task is 
complete. 
  “But as a very rough estimate, I’d say we would be raising the nursing and office work-
ers’ pay by at least 10 percent, probably more. However, we can phase in the increase over 
a number of years, a bit at a time.’” 
  “What happens if the evaluation determines that some male-dominated jobs are over-
paid?” asked Charles. “Do we reduce our pay while boosting the women’s? Threat of 
unionization is a factor in regard to the nurses and clerical staff. What about the possibility 
of male employees unionizing because of pay cuts?” 
  “We’d have to address that question,” Janet replied. “But given that most of our staff are 
women, overall our employees would benefit from comparable worth.” 
  “You know, I’ve heard a lot about women benefiting from comparable worth,” said David 
Hardy. “But over the long term, I’m not sure. It seems to me that if the concept is imple-
mented nationwide, companies will have a higher wage bill with no increase in productivity. 
So they may pay the bill by reducing the number of jobs with the highest wage increases—
jobs that women hold. Many women may find themselves out of work.” 
  “That might be,” Janet said. “However, that hasn’t happened in countries like Australia and 
Great Britain that have actively closed much of the gender-based wage gap in recent years.” 
  “Any other thoughts?” asked David. 
  “We should take a good look at a pay increase, and perhaps even more than the 5 percent 
requested,” Charles said. “But stay away from comparable worth. For private business, 
it’s uncharted and dangerous territory.” 
  “This whole situation has raised questions in my mind about the fairness and validity of 
our pay structure,” Janet said. “We may have problems. Let’s look at it, and let’s consider 
comparable worth. We may not be able to go the full 90 yards. How about a first step?” 

 Discussion Questions 

 1. In your view, is comparable worth a legitimate strategy for determining job 
compensation? 

 2. As the director of Twin Oaks’ HR department, what recommendations would you make 
to James Bledsoe? 

 3. From an HRM perspective, what are the challenges of implementing comparable worth? 

  Sources:  Originally written by Kim Stewart. Modifi ed slightly through various editions, most recently 
for the 2004 edition. The situation, names, and characters are fi ctitious. Facts and some perspec-
tives are drawn from Peter B. Olney, Jr. (March–April 1987), “Meeting the Challenge of Comparable 
Worth: Part I,”  Compensation and Benefi ts Review,  pp. 34–44; Barbara R. Bergmann (May–June 1987), 
“Pay Equity—Surprising Answers to Hard Questions,”  Challenge,  pp. 45–51; Daniel Seligman 
(May 14,1984), “Pay Equity Is a Bad Idea,”  Fortune,  p. 133. 
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 11 
Chapter 

 Compensation: 
Methods and Policies 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Understand  how individual pay is determined. 

 2.  Define  variable pay and discuss the various incentive programs that can 
be used in such a system. 

 3.  Explain  why merit pay may cause employees to compete rather than 
cooperate. 

 4.  Compare  and contrast the various gainsharing systems. 

 5.  Recognize  the key differences among these innovations: skill-based, 
knowledge-based, credential-based, and competency-based pay. 

 6.  Examine  such pay issues as secrecy, security, and compression. 
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 HR Challenge 

Joe Paderewski sat in his big office in the rear of the Cardeson National Bank. Guido Panelli, 
his executive vice president, came in to drop off Mary Renfro’s report on compensation and 
to discuss other problems CNB was having with people and pay.

“CNB pays the going rate for salaries,” Joe declared. “And there’s our bonus system—
when profits allow it. But turnover is still high.”

“Some of those leaving said their new employers would have performance share pro-
grams,” Guido said.

At Branch I, Tom Nichols, the manager, was having a meeting with the tellers’ supervi-
sors to discuss pay. He hadn’t wanted to attend the meeting; he didn’t like meetings, and 
he knew this one would be bad. The tellers were never satisfied with their pay. Back in 
school, Tom had learned that pay was one thing that was never easily settled; people were 
always griping about it.

The meeting went like this:

 Chet Tom, we’re here because the troops are unhappy.
 Tom The troops are always unhappy.
 Chet  Sure, but this time it’s serious. My people are tired of punching time clocks and 

getting paid by the hour. Everyone else here at the bank gets salaries—52 weeks 
a year. Why don’t my tellers?

 Tom Well, you know, it’s always been done that way. Besides . . .
 Chet Don’t give me that “it’s always been done that way” stuff. You can do some-

thing about it. Talk to Joe. My people want the security of a regular paycheck 
and the dignity of no time clock. You know the union’s been around. What are 
we going to do about it?

The other supervisors shook their heads, and Tom didn’t know what to say.
Branch 2 was having its own problems. One day there was an incident involving two 

tellers and a supervisor. It all started when the following dialogue took place:

 Tina Did you hear that Joanne makes $1.50 more an hour than me? I’ve been here 
longer than she has. 

 Sandra Why not go to June about it? She’s the boss.
 Tina How come Joanne makes $1.50 per hour more than me? I’ve been here longer.
 (to June)
 June How do you know that’s true? We don’t reveal salaries around here, and it’s 

against company policy to discuss other people’s pay.
 Tina Never mind how I found out. And let’s cut the company policy stuff. Why is 

Joanne paid more than I am?

It is now raise time again, and Joe is getting flak from all sides. He believes he can afford 
about 3.5 percent for raises. But who should get them?

After Guido left his office, Joe went over the situation in his mind. “Some deserve no 
raise, really,” he thought. “Others deserve something; a few deserve a lot. 

“But how should I divide the money? Should I really give no raise at all to some? And 
how much should the average employee get? The cost of living has gone up 3 percent. If I 
give them much more than that, there won’t be enough to give big raises to the people 
who really deserve them, like Mary and Guido. And that says nothing about the people 
who deserve raises because, as Mary keeps saying, their base pay is too low. And what 
about the people who are being promoted? How am I going to allocate this raise money?”

Joe decided to talk to Mary about the problems and get her to fill him in on the latest 
research on pay.

 Joe  Mary, I’m having problems with pay again. Will you give me a rundown on 
what’s new? Especially things like pay secrecy, incentive pay, and how 
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HR Challenge (continued)

we can use pay to get our employees to increase productivity. What about 
 skill-based pay?

 Mary  Let me fill you in on some new trends. Mary briefed Joe on pay secrecy, pay 
compression, variable pay, and other incentive plans while emphasizing why 
she thought moving to a skill-based pay system might help solve both the 
 turnover and the lack of productivity.  

 As you will recall from Chapter 10, Patten developed seven criteria for judging an organi-
zation’s compensation plan. If a compensation plan meets all of these criteria, it will 
 accomplish the objective of providing a system of rewards equitable to both the employer 
and the employee. Chapter 10 focused on the first three of these criteria: a compensation 
system should be adequate and equitable and provide incentives. The remaining four crite-
ria will be discussed primarily in this chapter. A compensation system should be: 

 •  Secure.  This refers to the extent to which the employee’s pay seems adequate to satisfy 
basic needs. 

 •  Balanced.  This refers to the extent to which pay is a reasonable part of the total reward 
package, which includes benefits, promotions, and so on. (Chapter 12 discusses 
benefits.) 

 •  Cost-effective.  This refers to cost-effectiveness for the organization. 

 •  Acceptable to the employee.  This has to do with whether employees think the pay sys-
tem makes sense. Three aspects of acceptability will be discussed: whether pay should 
be secret; communication to achieve acceptability; and employee’s participation in pay 
decision making. 

 Determination of Individual Pay 

 To the individual employee, the most important compensation decision is how much he 
or she will earn. This chapter presents various approaches to answering the question of 
individual pay. 
  To determine individual pay, two issues need to be addressed. First, management 
must answer these questions: How should one employee be paid relative to another when 
they both hold the same job in the organization? Should we pay all employees doing the 
same work at the same level the same? Second, if not, on what basis should we make the 
distinction—seniority or merit or some other basis? 
  Most employers do pay different rates to employees performing the same job. 1  Pay dif-
ferentials are based on: 

 1. Individual differences in experience, skills, and performance. 

 2. Expectations that seniority, higher performance, or both deserve higher pay. 

  Reasons for choosing to pay employees at different rates for the same job include the 
following: 2  

 • Pay differentials allow firms to recognize that different employees performing the same 
job make substantially different contributions to meeting organizational goals. 

 • Differentials allow employers to communicate a changed emphasis on important job 
roles, skills, knowledge, etc. 
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 • Differentials provide organizations with an important tool for emphasizing norms of 
enterprise without having employees change jobs, that is, promotion. 

 • Without differentials, the pay system violates the internal equity norms of most employ-
ees, reducing satisfaction with pay and making attraction and retention of employees 
more difficult. 

 • Pay differentials allow firms to recognize market changes between jobs in the same 
grade without requiring a major overhaul of the whole compensation system. 

 Methods of Payment 

 Employees can be paid for the time they work, the output they produce, skills, knowledge, 
and competencies or a combination of these factors. 

 Flat Rates 
 In the unionized firm where wages are established by collective bargaining, single flat rates 
rather than different rates are often paid. For example, all “Administrative Assistants” 
might make $14.00 per hour, regardless of seniority or performance. Flat rates correspond 
to some midpoint on a market survey for a given job. Using a flat rate does not mean that 
seniority and experience do not differ. It means that employers and the union choose not to 
recognize these variations when setting wage rates. Unions insist on ignoring performance 
differentials for many reasons. They contend that performance measures are inequitable. 
Jobs need cooperative effort that could be destroyed by wage differentials. Sales organiza-
tions, for example, pay a flat rate for a job and add a bonus or incentive to recognize indi-
vidual differences. Choosing to pay a flat rate versus different rates for the same job 
depends on the objectives established by the compensation analyst. Recognizing individual 
differences assumes that employees are not interchangeable or equally productive. By 
 using pay differentials to recognize these differences, managers are trying to encourage an 
experienced, efficient, and satisfied workforce. 

 Payment for Time Worked 
 The majority of employees are paid for time worked in the form of wages or salaries, de-
fined as follows: 

  Wage —Pay calculated at an hourly rate. Nonexempt employees who are covered by 
overtime and reporting provisions of the Fair Labor Standards Act are paid wages. 

  Salary —Pay calculated at an annual or monthly rate rather than hourly. Those who 
are exempt from regulations of the Fair Labor Standards Act and do not receive 
overtime pay receive salaries. 3  

  Pay ranges, pay classifications, and similar tools are developed for individual pay deter-
mination, the final step in a time-based pay system. 
  The wages and salaries of employees are typically adjusted at some point during the year. 
Historically, the adjustments have resulted in pay increases. Most employees expect to get 
at least one raise annually. However, when the general economy isn’t healthy or in the case 
of increased foreign competition in some industries, employees have actually accepted 
 decreases in pay. 
  Pay is usually adjusted upward through four types of increases: (1) a general, across-
the-board increase for all employees; (2) merit increases paid to some employees, based on 
some indicator of job performance; (3) a cost-of-living adjustment (COLA) based on the 
consumer price index (CPI); and (4) seniority. Typically, hourly employees in unionized 
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firms are likely to receive general increases whereas exempt salaried employees are more 
likely to receive merit pay increases. 

 Variable Pay: Incentive Compensation 
 International competition and global economic restructuring are requiring businesses to 
 become measurably more productive. Pay strategies and pay systems used for years are 
outdated, and continued reliance on outdated pay systems is one reason why American busi-
ness organizations cannot successfully compete internationally. 4  An article in  HRMagazine  
reported this growing realization that traditional pay systems do not effectively link pay to 
performance or productivity. 5  As a result, managers have increasingly turned to variable pay 
plans. Variable pay can be defined as 

 Any compensation plan that emphasizes a shared focus on organizational success, broadens 
opportunities for incentives to nontraditional groups (such as nonexecutives or nonmanagers), 
and operates outside the base pay increase system. 6  

  It is estimated that over 60 percent of medium to large firms in the United States have 
some type of variable pay program for nonexecutives. 7  Sixty-six percent of respondents 
have variable pay programs for executives. Included in the ACA calculations as variable 
pay are individual incentive awards, special individual recognition awards, group and team 
awards, and scheduled lump-sum awards. 
  In order to implement successful variable pay systems, companies must be sure their 
plans are based on clear goals, unambiguous measurements, and visible linkage to employees’ 
efforts. Key design factors include 

 1.  Support by management— executives and line managers must demonstrate 
commitment. 

 2.  Acceptance by employees —employees must accept the plan as equitable. 

 3.  Supportive organizational culture —the organization’s culture must be based on team-
work, trust, and involvement of employees at all levels when setting performance goals. 

 4.  Timing —the plan must be launched when there is minimal risk of economic downturns 
that would affect the size of the awards. 8  

  Hewlett-Packard (HP) Systems has for many years been an example of innovation and 
trendsetting human resources policies, including introducing new types of variable pay. HP 
acquired Colorado Memory Systems, a small manufacturer of computer components, and 
wanted to have a smooth acquisition. At the time of the acquisition, Colorado Memory was 
about to go public, and loyal employees were eager to become owners of the business. HP 
wanted to keep Colorado’s employees loyal and enthusiastic, so it designed a variable pay 
system that would help retain employees and assimilate them into HP at the same time. 
Building on an existing profit-sharing plan, HP created a new system for Colorado. First, 
base pay for all employees was raised to 90 percent of comparable pay at HP. The remain-
ing 10 percent was dedicated to a gainsharing scheme called “success sharing.” At the end 
of the first quarter, Colorado employees exceeded their goals by 20 percent and took home 
a matching 20 percent quarterly bonus! 9  
  With variable pay, a percentage of an employee’s paycheck is put at risk. The result is 
that if business goals aren’t met, the pay rate will not rise above the lower base salary. 
 Annual raises are not guaranteed. For example, base pay might be set at $30,000 with a 
variable award or end-of-year bonus of up to $6,000. The individual could earn all or part 
of the bonus by meeting objectives: lowering costs, raising productivity, raising quality, or 
increasing customer satisfaction. Base pay the next year would return to $30,000, and the 
employee would again be eligible to compete for the additional variable reward. 
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  Flexibility is essential and can be built into the variable compensation plan by taking a 
 total compensation approach . 10  Total compensation includes three elements: 

 1.  Base pay  is matched closely to competition, according to the organization’s ability to 
pay and attract quality talent. Base pay serves as a platform for variable pay. 

 2.  Variable pay  is the centerpiece of the total compensation approach. Methods include 
gainsharing, winsharing, lump-sum bonuses, individual variable pay, and so forth. It is 
flexible and links the future of the firm and the employee in a positive manner. 

 3.  Indirect pay  adds cost-effective benefits keyed to supporting the goals of the organiza-
tion and sharing costs. (Benefits will be discussed in Chapter 12.) 

  Variable pay helps manage labor costs. However, it does not guarantee equitable treat-
ment of employees. Financial insecurity is built into the system. Economic downturn, 
new competition, or some other force beyond the employee’s control may lead to lower 
profits and lower or nonexistent bonuses. As a result productivity may actually decline. 
Exhibit 11–1 outlines questions that can be used to evaluate the success of variable pay 
systems. The following sections discuss different types of variable pay. 
  Methods for paying employees on the basis of output are usually referred to as  incentive  
forms of compensation. Incentive compensation can be paid individually, to the work 
group, or on an enterprisewide basis. Incentive compensation assumes it is possible and 
useful to tie performance directly to pay, an issue discussed in detail in Chapter 10. 

 Merit Incentives 
 The most widely used plan for managing individual performance is  merit pay  .  Heneman 
defines merit pay as “individual pay increases based on the rated performance of individual 
employees in a previous time period,” or a reward based on how well an employee has 
done the job. 11  Traditionally, merit pay results in a higher base salary after the annual per-
formance evaluation. Merit increases are usually spread evenly throughout the subsequent 
year. Exhibit 11–1 illustrates how a merit pay raise is related to performance rating at 
 Rialto Manufacturing Company, a medium-sized firm in Florida.  
 Although between 80 to 90 percent of private sector firms offer merit raises, little research 
has directly examined merit pay or its effect on performance. 12  One study, however, is quite 
interesting. 13  It investigated what size merit increase is necessary to get the desired results 
in terms of motivation. The findings showed that anything less than 6 to 7 percent was not 
motivating, and that merit increases above that level could actually be demotivating. 
  Advocates of merit pay call it the most valid type of pay increase. They argue that it is 
directly tied to performance because awards are linked to the performance appraisal sys-
tem. 14  Rewarding the best performers with the largest pay is claimed to be a powerful 
motivator. However, this premise has two flawed assumptions: (1) that competence and 
incompetence are distributed in roughly the same percentages in a work group and (2) that 
every supervisor is a competent evaluator. Researchers have questioned whether merit pay 
as currently implemented has anything to do with performance or, rather, whether it toler-
ates, rewards, and even encourages mediocrity. 15  

Employee’s Performance Bottom Third Middle Third Top Third

Outstanding 12–15 percent 9–11 percent 6–8 percent

Good 8–11 6–8 4–5

Average 4–7 4–5 2–3

Marginally satisfactory 1–3  3  1

Unsatisfactory No increase No increase No increase

EXHIBIT 11–1
Rialto 
Manufacturing’s 
Salary Classification
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  In practice, many merit pay systems fail to reward superior performance because of 
three problems: 16  

 1. Employees fail to make the connection between pay and performance. 

 2. The secrecy of the reward is perceived by other employees as inequity. 

 3. The size of the merit award has little effect on performance. 

  Merit plans can work in circumstances where the job is well designed and the perfor-
mance criteria are both well delineated and assessable. 17  However, because most current 
merit pay focuses only on the individual, it is more likely to cause employees to compete 
with each other for resources than to collaborate or share resources. 
  The merit pay system depends on the reward to produce an effect rather than planning 
and designing the effect at the outset. Merit pay should promise an increased salary to an 
employee in exchange for the employee’s promise to perform satisfactory future work of a 
specified and mutually agreed-upon complexity. 18  The truth is that many existing merit 
plans are not clearly linked to an individual’s performance, and merit increases are not 
 always viewed as meaningful. 

   Individual Incentives 
 Perhaps the oldest form of compensation is the individual incentive plan, in which the 
 employee is paid for units produced. Today, the individual incentive plan takes several 
forms: piecework, production bonuses, and commissions. These methods seek to achieve 
the  incentive goal of compensation. 19  
   Straight piecework  is an individual incentive plan where pay determination fluctuates 
based on units of production per time period (usually pieces per hour). 20  An example of an 
organization that uses straight piecework is a sewing mill that has set an hourly standard for 
machine operators of sewing 25 shirts per hour. Wages are calculated by multiplying the 
number of shirts completed by the piece rate for one shirt. Employees who exceed the stan-
dard of 25 shirts per hour make higher wages based on the additional piece rate per unit 
completed. This is probably the most frequently used piecework incentive plan. Work stan-
dards are set through work measurement studies as modified by collective bargaining. The 
actual piece rates may emerge from data collected by pay surveys. This incentive system is 
easy for employees to understand, but setting the work standards is extremely difficult. 
  The  standard-hour plan  bases wages on completion of a job or task in some  expected 
period of time. 21  You have probably encountered the standard-hour plan when you took 
your car to a garage to be fixed. The labor costs on your bill are based on an estimate of 
how long it should take to do any given task like change spark plugs or replace brakes. For 
example, the average time to replace brakes may be two hours. If the mechanic is  extremely 
efficient, the job may be finished in an hour and a half, but your bill will reflect the charge 
for two hours of labor, and the mechanic will be paid accordingly. Standard-hour plans are 
ideal pay plans for long cycle operations and highly skilled, nonrepetitive jobs. 22  
  Another variation of the straight piecework rate is the  differential piece rate  or 
  Taylor plan  .  Originally developed by Frederick W. Taylor, the originator of scientific 
management theory, the differential piece rate uses two separate piecework rates: one for 
those who produce below or up to standard and another for those who produce above stan-
dard. 23  Using the example of the sewing factory, the employees who made up to 25 shirts 
per hour might receive a piece rate of 50 cents per shirt. Those who made more than 
25 shirts per hour would be paid at a higher rate, perhaps 60 cents per shirt. This system 
was designed to reward the highly efficient worker and penalize the less efficient. 
   Production bonus systems  pay an employee an hourly rate plus a bonus when the 
employee exceeds the standard. The bonus usually equals approximately 50 percent of 
 labor savings. This system is not widely used in the United States. In Japan, all employees 

HRMemo According 
to a survey of over 
1,000 companies by 
Towers Watson, the 
average merit increase 
for employees in 2011 
was 2.7 percent. In 
2009, the average 
raise was 1.6 percent.

  Source:  “Job Perks That 
Don’t Cost Much” (August 
21, 2010), The Wallstreet 
Journal Online (accessed on 
July 10, 2011). 
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receive semiannual production bonuses in December and June. The bonus is related to ba-
sic pay and is expressed as a multiple of the monthly salary. 24  
  Commissions paid to sales employees are another type of individual incentive. A 
  commission  is compensation based on a percentage of sales in units or dollars.  Straight 
commission  is the equivalent of straight piecework. The commission paid is typically a 
percentage of the price of the item. For example, real estate salespeople are paid a percent-
age of the price of any property they sell, typically between 7 and 9 percent. A sales varia-
tion of the production bonus system pays the salesperson a small salary and a commission 
or bonus when he or she exceeds the budgeted sales goal. 
  Individual incentives are used more frequently in some industries (clothing, steel, tex-
tiles) than others (lumber, beverage, bakery), and more in some jobs (sales, production) 
than others (maintenance, administrative). Individual incentives are possible only in situa-
tions where performance can be specified in terms of output (sales dollars generated, num-
ber of items completed). In addition, employees must work independently of each other so 
that individual incentives can be applied equitably. 
  Are individual incentives effective? The theory predicts that piece rates encourage work-
ers to earn more, and empirically they do. 25  But firms with piece rate systems frequently 
find significant organizational problems resulting from their compensation plans. 26  Case 
studies of two small companies—Acme Industrial Parts and Gotham Furniture— concluded 
that piece rate systems rendered the companies noncompetitive and unprofitable. If an em-
ployer tries to change work standards or pay rates, workers often oppose these changes be-
cause they fear that new methods or standards may reduce their piece rates more than they 
reduce the effort per piece. 27  Most studies indicate that individual incentives increase out-
put. But while production increases, other performance criteria may suffer. For example, in 
sales, straight commission can lead to less attention being paid to servicing accounts. 
 Hard-to-sell clients may be ignored for the quick, easy sale. Some jobs that are paid at piece 
rate probably should not be—for example, paying lab technicians individual incentives for 
the number of tests completed per hour. Patients waiting for lab results on illnesses such as 
AIDS or cervical cancer certainly would prefer that the technicians who examined their tests 
took their time to ensure accuracy rather than rushing to build up paychecks. 
  For incentive plans to work, they must be well designed and administered. It appears 
that an individual incentive plan is likely to be more effective under certain 
circumstances. 28  

 • The task is liked. 

 • The task is not boring. 

 • The supervisor reinforces and supports the system. 

 • The plan is acceptable to employees and managers and probably includes them in the 
plan’s design. 

 • The incentive is financially sufficient to induce increased output. 

 • Quality of work is not especially important. 

 • Most delays in work are under the employees’ control. 

 Team Incentives 
 Piecework, production bonuses, commissions, and other individual incentives can be paid to 
teams of individuals. This might be done when it is difficult to measure individual output, 
when cooperation is needed to complete a task or project, and when management feels this 
is a more appropriate measure on which to base incentives. Team incentive plans also 
 reduce administrative costs. Most compensation professionals report that companies are 
increasingly interested in new group reward strategies, particularly small-group incentives. 29  
Small-group incentive plans are one of the newest and fastest-growing reward strategies. 
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  There are a number of logical reasons why a team incentive plan is chosen. In some 
situations, jobs and work output are so interrelated that it is impossible to specifically pin-
point individual performance. In such a situation, a team incentive could be used. The 
Japanese have used team incentives to help foster group cohesiveness and reduce jealousy. 
They assume that rewarding only one individual or a few workers will discourage a sense 
of teamwork. 30  In the United States, however, individual spirit and the “do-it-yourself” 
mentality are not fully supported by a teamwork approach. Thus, in the United States, there 
may be a clash between societal norms and group incentive systems. For small-group in-
centives to be effective, management must define its objectives carefully and then analyze 
the situation to select the most appropriate group incentive. Also, management needs to 
spend time and resources customizing the team performance measures so they encourage 
team members’ motivation and productivity. 31  
  Several aspects of team-based incentive pay need further research: When should team 
pay be introduced—before, with, or after creation of work teams? How can an organization 
avoid making mistakes when switching to team incentives? 32  
  In individual and group incentive systems, competition can result in withholding infor-
mation or resources, political gamesmanship, not helping others, and even sabotaging the 
work of others. These behaviors can be costly to an organization. In an attempt to minimize 
these problems of interindividual and intergroup competition, some organizations have 
elected to use organizationwide incentive plans. 

 Organizationwide Incentives 
 Payments shared by all members of the organization are a much more common incentive 
reward than individual or group incentives. These organizationwide payments are usually 
based on one of two performance concepts: a sharing of profits generated by the efforts of 
all employees altogether and a sharing of money saved as a result of employees’ efforts to 
reduce costs. 33  Three approaches to incentive plans are used at the organizationwide level: 
suggestion systems, company group incentive plans (gainsharing), and profit sharing. 

  Suggestion Systems     Suggestion systems  ,  one of the oldest management tools, are 
pervasive in both public and private organizations. A suggestion system is a formal method 
of obtaining employees’ advice about improvements in organizational effectiveness; it 
 includes some kind of reward based on the successful application of the idea. The key to 
successful suggestion systems is employees’ involvements. 34  Implementation of these pro-
grams has proved quite cost-effective. For example, American Airlines’ IdeAAs in Action 
program has provided total savings of nearly $250 million as employees’ participation has 
grown from 6 to 20 percent. 35  
  Suggestion systems can improve employee relations, foster high-quality products, 
 reduce costs, and increase revenue. 36  They are frequently administered by the human 
 resources department. In Japan, suggestion systems are one of the main practical forms of 
worker participation schemes. 37  
  Effective administration of the suggestion program is essential to its success. At Xcel 
Energy, a Minneapolis-based electricity and natural gas firm, employees are asked to use 
their experience and creativity by submitting suggestions to reduce operating costs or in-
crease revenue. Known as the “Xpress Ideas” program, employees receive 30 points for 
submitting an idea online, and then additional points are earned if their idea is accepted and 
implemented. Accumulated points can be exchanged for catalog items or up to $1,000 in 
cash. In an effort to encourage many of its 10,000 employees to participate, the managers at 
Xcel Energy are required to review and respond to employees’ ideas within a reasonable 
timeframe: “74 percent of ideas are processed within a 30-day period.” In 2004, the program 
generated 7,600 suggestions that led to $17 million in savings. 38  
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  Essential elements for a successful suggestion system include: 

 • Management commitment. 

 • Clear goals. 

 • Designated administrator. 

 • Structured award system. 

 • Regular publicity. 

 • Immediate response to each suggestion. 39  

  The National Association of Suggestion Systems suggests that a firm should investigate 
what competitors are doing and talk to employees to find out what will motivate them. 40  In 
the past decade, many companies dropped cash awards and moved toward recognition and 
other awards, such as company stock. There is also movement away from individually 
based suggestion systems to a team approach such as the one adopted at Hallmark. 41  

  Gainsharing   Incentive Plans     Gainsharing   plans  are companywide group incentive 
plans that, through a financial formula for distributing organizationwide gains, unite diverse 
organizational elements in the common pursuit of improved organizational effectiveness. 42  
These systems share the benefits of improved productivity, reduced costs, or improved qual-
ity in the form of cash bonuses. 43  Common elements of these programs—hours worked, 
dollars spent on labor, and dollars spent on waste—serve as reliable standards of perfor-
mance; programs are built on a standard of how many hours are required to produce a 
given level of output. Gainsharing incentive systems have proved exceptionally effective in 
enhancing organizationwide teamwork in thousands of manufacturing and service organi-
zations. Exhibit 11–2 lists characteristics associated with successful gainsharing plans. The 

 1.  Organizational unit of less than 500 employees.

 2.  Stable productivity and costs for a few years.

 3.  Payout formula understandable and reasonable.

 4.  Growing or expandable market for the firm’s products or services.

 5. Product costs affected by employees’ behavior.

 6. Organizational climate characterized by openness and high level of trust.

 7. Participative style of management and employee involvement in devising the plan.

 8. No union or a union favorable to cooperative efforts.

 9. Limited or no use of overtime.

10. Seasonal stability of sales or production.

11. High to moderate interdependence among employees’ tasks.

12. Low capital investment changes for the past few years and next few years.

13. Few product changes in near past and near future.

14.  Corporate financial staff trusted by employees and able to communicate financial information 
about productivity and costs.

15. Willingness on the part of management to disclose corporate financial results to employees.

16.  Trusted plant manager able to communicate production goals and results.

17.  Management able to work with critical suggestions for change.

18.  Supportive attitude by the parent corporation toward the organizational unit’s change and 
development.

19.  Employees who are technically knowledgeable and motivated by participation and greater 
financial incentives. Maintenance and engineering staff competent and willing to respond to 
new challenges.

20. Monetary rewards given on a timely basis (e.g., monthly) to increase motivation.

EXHIBIT 11–2 
Characteristics 
Associated 
with Successful 
Gainsharing Plans

Sources: Matthew H. Roy and 
Sanjiv S. Dugal (2005), “Using 
Employee Gainsharing Plans 
to Improve Organizational 
 Effectiveness,”  Benchmarking , 
Vol. 12, Iss. 3, pp. 250–59; 
Charles P, Gowen III (1991), 
“Gainsharing Programs: An 
Overview of History and 
Research,”  Journal of 
Organizational Behavior 
Management II , 2, p. 86.
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gainsharing system is intended to improve overall organizational performance by allowing 
employees who contribute to performance results to share in the proceeds. 
  There are four commonly used organizationwide gainsharing plans: Lincoln Electric, 
Scanlon, Rucker, and ImproShare, along with variations of each. Plans differ according to 
the degree of employees’ involvement and the types of financial incentives. 44  

  Lincoln Electric Plan     The most successful gainsharing or productivity sharing plan at 
a single company is the Lincoln Electric plan. Lincoln is a Cleveland-based manufacturer 
of welding machines and motors. Its gainsharing plan was developed by James F. Lincoln 
in 1907. James, son of the founder, John C. Lincoln, had begun work at Lincoln for $50 
a month and a 2 percent sales commission. He immediately saw a need for employees’ 

 115 YEARS OF EXCELLENCE 
 Lincoln’s tradition of innovative solutions, technological 
leadership, and commitment to customers, employees, 
and shareholders stems from the vision of its founder, 
John C. Lincoln, and his brother, James F. Lincoln. 
   1895 —John C. Lincoln founded The Lincoln Electric 
Company with a capital investment of $200.00. The 
product: electric motors of his own design. 
   1900–1919 —John C.’s younger brother, James F. 
Lincoln, joined the company as a salesman in 1907. 
Meanwhile, the product line had been expanded to 
include battery chargers for electric automobiles. A 
welding set is first made by the Lincoln brothers in 
1909. In 1911, Lincoln Electric introduced the first 
variable voltage, single operator, portable welding 
machine in the world. 
   1920–1939 —Lincoln’s production of welders sur-
passed that of motors for the first time in 1922, making 
welding the company’s primary business. In 1927, 
 Lincoln introduced the Fleetweld 5 coated electrode 
which produced welds with 20 to 50 percent higher 
tensile strength and 100 percent greater ductility than 
those made with bare electrodes. 
  Lincoln Electric employees earned paid vacations, 
among the first in the nation, in 1923. The first Lincoln 
employee stock ownership plan, one of the first in the 
country, was initiated in 1925. An employee suggestion 
program was implemented in 1929. Lincoln employees 
received their first annual incentive bonus in 1934. 
While the average Lincoln worker’s pay more than dou-
bled during the decade of the Great Depression, elec-
trodes which had sold for $0.16/lb in 1929 were selling 
for less than $0.06/lb by 1942. 
   1940–1949 ––World War II brought a dramatic ex-
pansion of Lincoln Electric’s business, with welded ship 
hulls creating an enormous new market for arc welding 
products. After many Lincoln workers were drafted, the 

company hired large numbers of women and minority 
factory workers for the first time. Motor production was 
suspended to focus resources on supporting the war-
time welding product demand. 
   1950–1969 —James F. Lincoln continued to enhance 
Incentive Management, adding a cost of living multi-
plier, formal merit rating, and guaranteed continuous 
employment. In 1959, John C. Lincoln passed away. 
   1990–1995 —In, 1992, Mr. Donald Hastings became 
chairman and Frederick W. Mackenbach was promoted 
to president. In 1991, an expanded world headquarters 
facility opened with expanded and renovated Weld 
Technology and training center operations. Foreign 
 operations were consolidated and reorganized. 
  In 1993, during the global reorganization, Don 
 Hastings and Fred Mackenbach urged the company’s 
U.S. employees to pursue record levels of production 
and sales. In true Lincoln spirit, they responded by 
 voluntarily postponing 614 weeks of vacation in order 
to meet customer demand for product. Sales records 
were set every quarter since mid-1993. 
   1998 —In 1998, Lincoln also distributed its 65th con-
secutive bonus to employees and achieved the fifth con-
secutive year of record financial performance. In investor 
news, shareholders approved the formation of a holding 
company, Lincoln Electric Holdings, Inc. With this transi-
tion came a conversion from dual class stock (voting and 
non-voting) to a single-class, all voting stock. This action 
doubled the number of outstanding shares. 
   2008 —In 2008, U.S. President George W. Bush 
visits the company’s headquarters in Euclid, Ohio, and 
praises the company’s employees for their global 
competitiveness. 
   2010 —In 2010,the Lincoln Electric Company cele-
brates its 115th anniversary. 

  Source:  http://www.lincolnelectric.com/en-us/company/
Pages/company-history.aspx (accessed on July 10, 2011).  

HR Journal  The Lincoln Electric Company: An American Success Story 
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 commitment to helping the company develop new technology, so he created an advisory 
committee elected by the workers, with one member for every 100 employees. 45  The plan 
he began in 1907 expanded and was still thriving in 2011. 
  Under the Lincoln plan, employees are paid only for what they individually produce. 
There are no paid holidays, no sick leaves, and no unions. Promotions are based on merit, 
job reassignments must be accepted, and overtime is mandatory. The basic compensation 
system at Lincoln rests on the following principles: (1) all compensation is based on piece-
work, (2) there are no prerequisites for managers, (3) after two years of employment, the 
worker cannot be laid off, and (4) there is no mandatory retirement. 
  An advisory board consisting of several executives and about 30 employees reviews and 
makes suggestions for improvements. The firm has a stock purchase plan in which about 
two-thirds of the employees participate; they now own about one-third of the total stock. 
The stock is privately traded and not sold on any exchange. Employees hire the replace-
ments for vacancies in their work group. The company basically subcontracts the work to 
the work group, using past performance and time studies as standards of performance. 
When these standards are beaten, the employees share generously. This bonus is not used 
as a substitute for adequate wages and benefits. In 1993, production workers received bo-
nuses averaging between $18,000 and $22,000, equal to approximately half their salaries. 
The average Lincoln employee earned $45,000 that year. 46  Some individuals bid to go to 
work for Lincoln Electric. 
  Between 1986 and 1991, Lincoln added plants in Brazil and Mexico, established joint 
ventures with Venezuela, built a factory in Japan, and formed a strategic alliance with a 
Norwegian company. The global recession of the early 1990s caused the company to 
downsize at some of these international locations. But in the United States, the Lincoln 
Electric incentive plan has gone 65 years without a single layoff. The company has also 
gone more than 60 years without losing any money in its domestic business. 
  Three other gainsharing plans, the Scanlon plan, the Rucker plan, and Improshare, are 
compared on 11 dimensions in Exhibit 11–3. Each of these plans will be discussed briefly. 

  Scanlon   Plan    The Scanlon plan is a combination suggestion, group incentive, and em-
ployee participation scheme that has been adopted by many small and medium-sized manu-
facturing firms. 47  In the late 1930s, Joe Scanlon, an unemployed steel worker, created a 
system of labor-management relations that has now been adopted by over 2,000 compa-
nies of all sizes, union and nonunion, in many industries. To involve all employees in the 
problem-solving process and to improve overall productivity, Scanlon organized employees 
into productivity teams responsible for exploring any idea that would improve quality and 
output, eliminate waste, and save time. Scanlon realized that both white- and blue-collar 
employees must cooperate to make productivity improvements, so the next step in the 
Scanlon plan is to organize a steering committee to (1) evaluate suggestions, (2) get budget 
approval, (3) establish priorities, and (4) report back to the employee teams. Gainsharing 
was used so that all employees would benefit financially from productivity improvements 
resulting from the suggestion system. The actual gainsharing formula is designed to suit 
the needs of the individual firm. 48  

  Rucker   Plan    The philosophy of Rucker plans falls between the humanistic orientation 
of the Scanlon plan and the ideal of an economically driven and rewarded employee of 
ImproShare. The Rucker plan has almost the same participatory elements as the Scanlon 
plan, but in smaller degrees. 49  However, the Rucker plan is less an employee-participation 
scheme than a practical realization that line workers have information that can help man-
agers improve their skills. Rucker plans are based on employees’ involvement and sug-
gestions. Some have two committees, production and screening, while others have only 
a screening committee. If there are two committees, the production committee has 10 to 
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15 hourly employees and an assortment of managers as members. It meets monthly to re-
view suggestions and discuss production problems. The screening committee is composed 
of hourly employees, the union leadership, and key management personnel. Its primary 
purpose is to administer the bonus program; there is less emphasis on immediate issues of 
productivity or quality. It also may discuss production problems and long-range economic 
goals. One manager, the  idea coord  i  nator,  directs suggestions to the appropriate managers 
for review and follows the ideas through investigation to provide feedback to employees. 
Rucker plans, like Scanlon plans, relate bonus earnings to financial performance. 

  ImproShare    ImproShare was developed by Mitchell Fein. It supports consultative man-
agement practices. 50  It typically does not have any shop-floor participation. The basic un-
derlying principle is raising the employees’ motivation to work. ImproShare ties economic 
rewards to performance without any attempt at meaningful participation by employees. 
Some firms do have a bonus committee to review the previous month’s bonus calculations, 
however. Bonuses are calculated using a base productivity factor (BPF) involving engi-
neered time standards, absorption of indirect hours, and actual hours worked. 
  Both Rucker and ImproShare plans are copyrighted programs. However, the plans can 
be duplicated without the aid of consultants. Various companies and unions have adapted 
the plans successfully to fit their own particular circumstances. 
  Recently, new gainsharing schemes like business plan gainsharing and winsharing began 
to be developed. 51   Business plan   gainsharing  follows the variable pay model and uses a 

EXHIBIT 11–3 Comparative Analysis of Three Gainsharing Plans

Source: Reprinted from Miller and Schuster, “Gainsharing Plans: A Comparative Analysis,” Organizational Dynamics, 16, 1, p. 48 (Summer 1987) with permission 
from Elsevier.

            Program Dimension     Scanlon     Rucker     ImproShare    

     1. Philosophy; theory    Original single unit; share 
improvements; people 
capable of and willing to 
make suggestions, want to 
make ideas  

  Productivity improvement  
  Attitudes, communication, 
work behaviors, quality, 
cost reduction  

  Primarily economic 
incentive; some reliance 
on employees’ 
participation  

  Improved productivity  

  Attitudes, communication, 
work behaviors, quality, 
cost reduction  

  Economic incentives 
increase performance   

  Improved productivity   

  Attitudes, work   

    2. Primary goal  

    3. Subsidiary goals  

  Two levels of committees: 
screening (one) and 
production (many)  

  Screening committee and 
production committee 
(sometimes)  

  Bonus committee       4. Workers’ participation  

  Formal system    Formal system    None       5. Suggestion making  

  Chair of production 
committee   

 None     None       6. Role of supervisor  

  Substantial    Slight    None       11.  Impact on 
management style  

  Negotiated provisions; 
membership on screening 
committee  

  Negotiated provisions; 
screening committee 
membership  

  Negotiated provisions      10. Role of union  
  Monthly    Monthly    Weekly       9. Frequency of payout  

Sales
Payroll

Bargaining-unit payroll
Production value

  Engineering standard 
3 BPF*   

    8. Bonus formula  

  Direct participation in 
bonus committee 
assignments  

  Idea coordinators: Evaluate 
suggestions, committee 
assignments   

  None       7. Role of managers  

*BPF 5 Base productivity factor.
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broader range of business goals as the basis for funding the plan and determining awards. 
Future-oriented goals determine performance standards. For example, a chemical manufac-
turing company that needed to improve cost management in order to stay in business imple-
mented business plan gainsharing, enabling employees to share half of the cost savings of 
performance below a budgeted cost per pound produced. New performance standards set for 
the system were actually developed to communicate the company’s financial, safety, envi-
ronmental, and strategic goals. Fifty percent of the award was tied to meeting financial 
goals, 25 percent to improving safety, and 25 percent to reducing environmental releases. 
     Winsharing  grants awards funded by work teams’ contributions to profitability. 52  All 
employees in the group “win” or share equally when productivity, profit, quality, and cus-
tomer service targets are met. The plan differs from profit sharing in that winsharing has 
group measures that determine funding in addition to profit. To grant awards the company 
must actually profit from the results of the team’s efforts. For example, a major electronics 
firm wanted to improve profit performance and become a world-class manufacturing orga-
nization. The company set a winsharing goal of increasing organizational profit to an ap-
propriate level. Half the financial rewards were shared with employees and half with the 
organization. The plan paid all employees in the organization based on the overall bottom 
line, modified by quality improvements and cost savings. 
  Traditional gainsharing plans like the Scanlon plan are not designed to address many of 
the complex issues facing companies today. They fall short in three areas: 53  (1) they have a 
tendency to become institutionalized and thus fail to continue to vary pay with perfor-
mance; (2) they are not flexible enough to reward “star performers”; and (3) service sector 
firms are unable to isolate or measure gains in productivity. (In particular, quality of ser-
vice is almost impossible to measure.) Therefore, a new form of gainsharing, spot gain-
sharing, has been born. 
   Spot   gainsharing  focuses on a specific problem in a specific department rather than 
on performance improvements for the whole organization. Its goal is to produce peak per-
formance from participants during a specified time period. It is generally short and focused 
on a specific solution to a specific production problem. For example, perhaps a company 
would like to eliminate a backlog of work. Savings associated with the solution of the 
problem, less the administrative costs of the spot gainsharing plan, are split between the 
company and its participating employees. When the problem is solved, the plan is termi-
nated. Because employees know the plan will end once the problem is solved, bonuses are 
perceived as a reward for the extra effort, not an extension of the wage structure as in the 
Scanlon, Rucker, and ImproShare plans. 
  For spot gainsharing to be successful, the firm must identify a clear business need unre-
lated to any specific failure on the part of management or employees in the unit to be sure 
employees are not creating issues to trigger incentives. To identify real problems, managers 
should investigate the source of the problem, looking for conditions beyond the employ-
ees’ control such as increased volume, high turnover, and reorganization. 
  The most critical factor in the success of any gainsharing plan is employees’ involve-
ment. 54  Workers must be motivated to assume new and expanded roles because any plan 
will fail without employees’ enthusiasm, support, and trust. Surveys of employees can 
obtain information to predict how the workforce will respond to the gainsharing scheme. 
The firm will also have to dedicate cost-accounting support resources sufficient to ensure 
accurate and challenging productivity targets. 
  Not all gainsharing plans are successful, of course. Unsuccessful plans are characterized by 
poorly designed bonus formulas, extended periods of poor financial performance where low or 
no bonuses are paid, lack of management support for employees’ participation, increasing cost 
factors that undermine the bonus formula, poor communication, lack of trust, administration 
costs that exceed the benefits of the plan, and apathy on the part of employees. 55  
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  Profit-Sharing   Plans     Profit-sharing plans  distribute a fixed percentage of total orga-
nizational profit to employees in the form of cash bonuses or deferred bonus amounts. The 
first profit-sharing plan was developed at a glassworks in New Geneva, Pennsylvania, in 
1794 by Albert Gallatin, secretary of the treasury under presidents Jefferson and Madison. 
Gallatin believed democratic principles should be applied to industrial operations. 56  Little 
research has been done on profit sharing, however, and the practice of profit sharing is not 
dominant in other industrialized countries. 57  
  These plans are typically found in three combinations: 

 1. Cash or current distribution plans provide full payment to participants soon after profits 
have been determined; this is usually quarterly or annually. 

 2. Deferred plans credit a portion of current profits to employees’ accounts with cash pay-
ments made at the time of retirement, disability, severance, or death. 

 3. A combination of both incorporates aspects of current and deferred options. 

  Eighty percent of the companies with some form of profit sharing use the deferred op-
tion. Almost 19 percent use the combination option. Only 1 percent of the plans feature cash 
payouts. 58  It is important to note that the incentive value of profit-sharing plans  declines  as 
the time between performance and payoff increases and as the size of the payoff declines 
relative to previous years. Therefore, the incentive value of working to increase the compa-
ny’s current profits when rewards are distributed much later is, at best, minimal. 
  Profit-sharing plans do offer two distinct advantages. They do not need elaborate cost-
accounting systems to calculate rewards, and they are easily implemented by companies of 
any size. Smaller companies usually use the current distribution method, while larger orga-
nizations usually use the deferred option. American Velvet Company, a small manufacturing 
plant in Stonington, Massachusetts, began profit sharing with a deferred plan in 1939. In the 
1970s, employees voted to change the plan to a cash payout. Annual profit sharing is paid to 
employees on the basis of their pay. Currently, awards average 10 percent of pay. The firm’s 
chief financial officer, Charles Cardente, reports that profit sharing has helped Velvet’s em-
ployees recognize their common interests with the company. As a result, union workers 
contributed from their profit sharing to enable the company to purchase new equipment. 59  

 Ownership 
 Employee ownership plans are similar to profit sharing and are intended to increase worker 
commitment and performance. Under an employee stock ownership plan (ESOP), employ-
ees receive stock in the company. An ESOP is a qualified, defined contribution employee 
benefit plan that invests primarily in the stock of the employer company. ESOPs are  quali-
fied  (i.e., tax-qualified) in that in return for meeting certain rules designed to protect the 
interests of plan participants, ESOP sponsors receive various tax benefits. ESOPs are 
  defined contribution plans  in that the employer makes yearly contributions that accumu-
late to produce a benefit that is not defined in advance. (In contrast, many pension plans 
are defined benefit plans; employees are guaranteed a specified benefit, which the 
 company funds by making the necessary contributions.) 
  Technically, an ESOP is a kind of stock bonus plan, or a combination of a stock bonus 
plan and a money purchase pension plan. Stock bonus plans were used originally in the 
1920s. They are in reality employee benefit plans designed to pay their benefits in the form 
of company stock. Money purchase pension plans are retirement-oriented plans that com-
mit the company to a minimum annual contribution. An ESOP is simply a variation of a 
stock bonus or stock bonus/money purchase plan that is designed to invest primarily in 
employer stock. 60  If the value of the stock increases the stock owners (employees) could, 
by selling their stock, receive a good return. 
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 People-Based Pay 
 Compensation design has been changing to meet the environmental challenges of the 21 st  
century. 61  The traditional  job-based  approach used in determining pay is no longer the only 
game in town, nor will it be the major format used to design pay systems in the future. In-
stead, the new designs will be  people-based.  One of the factors driving this change is the 
fact that the major “growth engines” in our economy are not manufacturing but the service 
and knowledge sectors. Jobs in these sectors range from burger flipping to highly technical 
research and development to business-to-business e-commerce. There are several different 
variants of people-based pay: skill-based, knowledge-based, credential-based, feedback, 
and competency-based. 
   Skill-based pay  can be defined as an alternative to job-based pay. It sets pay levels on 
the basis of how many skills employees have or how many jobs they can do. 62  Although 
most firms are not using skill-based pay organizationwide, an increasing number of firms 
are using it for some number of their employees. 63  Polaroid Corporation has adopted it for 
the whole company. Procter & Gamble has implemented it in 30 plants. Expected positive 
outcomes of changing to the new model include increased quality, higher productivity, a 
more flexible workforce, improved morale, and decreased absenteeism and turnover. 
  Here’s how it works. When a new skill is added to an existing job, the employee can 
earn a pay increase by mastering the new skill. Several methods for defining individual 
skills exist: direct observation of incumbents, testing, and measurable results. Instead of 
detailed job description, “person” and “skill block” descriptions are developed. Skill block 
descriptions are priced much as in job evaluation. To date most skill-based pay systems 
focus on nonexempt manufacturing workers and others who engage in routine high- volume 
jobs. The more a job involves skills that are relatively easy to identify in terms of desired 
performance outcomes, the better the fit of the pay model. 64  
  Skill-based pay, in reality, is difficult to design, does not fit all situations, and involves a 
time-consuming process of constructing skill blocks, mapping pay progressions, and as-
signing dollar values to each skill. 65  It works best when built on a broad base of skills in a 
stable but expanding work environment. 66  Its major advantage for employers is that it can 
be used to replace annual raises. Under the skill-based system, no one gets a raise, even 
when promoted, until he or she has demonstrated proficiency with new skills. Think about 
it. You could in theory get a promotion but use the same skills you already used on your 
other job. In that case, no raise would be forthcoming. Variations on the skill-based 
 approach are used according to the type of skills required. 
   Knowledge-based pay  is defined as a variation that rewards employees for acquiring 
additional knowledge both within the current job category and in new job categories. This 
innovation is most aptly illustrated by trying to stretch the skill-based model to profession-
als, managers, and some technical personnel. 67  A study compared two manufacturing 
plants in the same corporation. One used the traditional job-centered pay design; the other 
used a knowledge-based design. After 10 months, the facility using pay for knowledge had 
significantly higher quality and significantly lower absenteeism and accidents. However, 
the traditional plant had higher productivity. 
   Credential-based pay  rests on the fact that the individual must have a diploma or 
 license or must pass one or more examinations from a third-party professional or regula-
tory agency. For example, a lawyer must be a member of the state bar association, and a 
medical doctor must have passed state licensing exams. Credential-based pay is much 
more cut-and-dried than skill-based or knowledge-based pay. 
   Feedback pay  is based on aligning pay with strategic business objectives and then 
establishing a direct connection between the jobholder and his or her part in accomplishing 
these goals. This design must conform to four principles: (1) it flows directly from the 

HRMemo  Want to 
fi nd out how much 
pay someone can 
earn for a given skill 
(e.g., sales) or job 
title (e.g., restaurant 
manager) in a specifi c 
region of the country? 
Visit the pay calculator 
at www.indeed.com/
salary and enter the 
skill or job, and city, 
state, or zip code. 

  Source : http://www.indeed.
com (accessed on July 11, 
2011); Perri Capell (February 6, 
2007), “Where to Find 
Tools to Compare Pay Data,” 
 The Wall Street Journal , p. B15.  
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 organization’s strategic business goals; (2) it directly links employees’ actions to these 
goals; (3) it provides sufficient opportunity for rewards to hold employees’ attention; and 
(4) it is timely. 68  Many major companies like General Electric, Xerox, General Mills, 
Hewlett-Packard, Honeywell, and Frito-Lay use skill- and knowledge-based designs to 
link pay to strategy. This model replaces job descriptions with mission statements as a 
means of directing employees. 69  
   Competency-based pay  is actually a combination of skill-based pay, knowledge-
based pay, and credential-based pay. In fact, the term is often applied to skill-based pay 
designs used with highly educated “knowledge workers.” 70  In addition to skills, knowl-
edge, and credentials, competency-based pay includes cognitive or subjective measures not 
usually considered in evaluating a job. Characteristics like an individual’s values, motives, 
personality traits, self-image, and even social role are included. Because the definition is so 
inclusive, it is very difficult for compensation specialists and managers to put a dollar value 
on this model. It is important to note that competencies are independent of the job and can 
be taken from job to job by the individual. 

 Executive Pay 
 The Enron scandals of 2001 brought attention to CEO compensation and stock option pro-
grams. Some question whether any CEO is worth the pay packages that for some total over 
$500 million annually. Executive compensation has continued to grow dramatically when 
compared to nonexecutive pay. The gap is displayed in Exhibit 11–4. It shows that execu-
tives are paid over 340 times more than what researchers define as average workers (what 
is average is an issue that critics of the attack on CEOs raised). 
  When it comes to executive level pay, the mantra is to “pay for performance.” Data on 
executive pay is annually provided by  BusinessWeek’s  Executive Pay Scorecard,  The Wall 
Street Journal /Hay Group CEO compensation survey, a Pearl Meyer & Partners analysis 
for  The New York Times  (CEO pay survey),  Forbes,  and a  USA Today  analysis. These 
sources have put a bright spotlight on executive-level pay. 71  
  CEO compensation in 50 top-performing manufacturing firms, which included base salary, 
bonus, and long-term incentives, showed a stronger relationship with pay and performance. 
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  As these manufacturing CEOs know firsthand, boards of directors and investors are 
demanding a stronger pay–performance relationship than a few years ago. At General 
Electric Co. the board tied the equity portion of Jeffrey Immelt’s (chairperson and CEO) 72  
compensation to the company’s cash generation performance and to total shareholder re-
turn meeting or beating the Standard & Poor 500. At the same time, grants to managers 
below GE’s senior executive level, previously 100 percent stock options, became a combi-
nation of 60 percent stock options and 40 percent restricted stock. 
  The severance packages or “golden parachutes” have raised some interest. The example 
of Home Depot’s former CEO Robert Nardelli is presented in the HR Journal. His pre-
employment contract locked in a robust $209 million severance for a CEO who was not 
considered a top performer by industry analysts. 
  In 2011, The Wall Street Journal and the Hay Group conducted a survey of CEO com-
pensation offered at the 350 largest companies in the United States. The average total di-
rect compensation for the top 20 CEOs was $33.2 million. 73  Exhibit 11–5 presents CEO 
compensation of the 20 highest paid executives in the United States. 
  In a specific attack on the flaws that still exist in setting executive-level compensation 
levels, Bebchuk and Fried contend that managers still use their power over boards of direc-
tors to obtain higher compensation. That is, they decouple pay from performance. 
  Lead actors such as Tom Hanks, Denzel Washington, Johnny Depp, Nicole Kidman, 
and Angelina Jolie routinely earn over $10 million per film. The National Basketball 

 The Home Depot’s stock price fell 8 percent under the 
six-year tenure of former CEO Robert Nardelli. During 
those same six years, he received more than $240 mil-
lion in compensation. In January 2007, Nardelli resigned, 
but not before taking an exit package worth approxi-
mately $210 million. 

 Cash severance payment $20,000,000 

 Earned bonus and long-term  $9,000,000
incentives awards 

 Acceleration of unvested  $77,000,000
deferred stock awards 

 Payment of vested  $44,000,000
deferred shares 

 Unvested options $7,000,000 

 Other entitlements $18,000,000 

 401(k) and other  $2,000,000
benefit plans 

 Retirement benefit $32,000,000 

 Total $209,000,000 

  This huge exit package was made possible thanks 
to an employment agreement, which Nardelli entered 
into when hired in 2000. Such employment agree-
ments are binding legal contracts that are difficult, 
if  not impossible, for companies to break and are 

 common among many corporations. Employment 
agreements spell out what an executive receives and 
sometimes guarantees payment regardless of an exec-
utive’s performance. 
  For example, among other benefits, Nardelli’s con-
tract called for an annual salary of at least $1.5 million, 
an annual bonus of at least $3 million, an annual stock 
option grant of at least 450,000 shares, and a grant of 
deferred stock units corresponding to 750,000 shares of 
stock, regardless of performance. His employment 
agreement also stipulated how much compensation he 
would receive in each possible termination scenario. 
  In the case of Nardelli’s resignation, part of his agree-
ment stated that he would receive $20 million in sever-
ance. The agreement also called for accelerated vesting 
of options and deferred stock awards that he received 
throughout his employment. Thus, 40 percent of 
Nardelli’s $210 million exit package, or $84 million, was 
due to accelerated vesting in options and stock awards. 
Some of this amount consists of the annual compensa-
tion guaranteed by his contract. 

  Sources:  Adapted from Rob Silverblatt (July 27, 2010), 
“6 Unpopular CEOs Who Still Collect Millions,”  U.S. News and 
World Report , http://money.usnews.com/money (accessed on 
July 11, 2011); “Behind Nardelli’s Abrupt Exit” (January 4, 
2007),  The Wall Street Journal;  “CEOs Get Big Bucks If They 
Fail” (January 5, 2007),  Atlanta Journal-Constitution .  

HR Journal   Excessive CEO Compensation? The $209 Million Golden Parachute 
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 Rank Name Company Total Compensation (Million) 

  1. Phillippe P. Dauman Viacom $84.3 
  2. Lawrence J. Ellison Oracle $68.6 
  3. Leslie Moonves CBS $53.9 
  4. Martin E. Franklin Jarden $45.2 
  5. Michael White DIRECTV $32.6 
  6. John F. Lundgren Stanley Black & Decker $32.2 
  7. Richard C. Adkerson Freeport-McMoRan $30.6 
  8. Robert A. Iger Disney $27.2 
  9. Donald J. Stebbins Visteon $26.8 
 10. Jeffrey L. Bewkes Time Warner $26.0 
 11. Alan Mulally Ford Motor $25.8 
 12. Brian L. Roberts Comcast $25.0 
 13. John H. Hammergren McKesson $24.5 
 14. Samuel J. Palmisano IBM $24.1 
 15. David M. Cote Honeywell $24.1 
 16. Laurence D. Fink BlackRock $23.7 
 17. James Dimon JPMorgan Chase $23.0 
 18. David N. Farr Emerson Electric $22.5 
 19. Thomas M.Ryan CVS Caremark $21.9 
 20. Rex W. Tillerson ExxonMobil $21.0 

  EXHIBIT 11–5  
20 Highest Paid 
CEOs 

  Source : Adapted from  The Wall 
Street Journal /Hay Group 
Survey of CEO Compensation, 
http://graphicsweb.wsj.com/
php/CEOPAY10.html .

 Association’s players’ average salary is over $4 million per year. These types of salaries 
involve negotiation at arm’s length with their employees. Executives, on the other hand, 
can and do in many cases establish their own compensation. 
  Executive compensation in many cases has been excessive for a number of reasons. 74  
First, many boards of directors are passive and do not play an active or questioning role in 
setting executive compensation. Second, executive pay is higher than would be obtained 
under thorough and intense arm’s length bargaining. Thus, the pay is less sensitive to ac-
tual performance. Third, the compensation portion is in many cases a less significant 
amount of the total pay amount. Finally, salary and nonperformance compensation packets 
lack incentives that align managers and shareholder interests. 75  
  Bebchuk and Fried’s theory and explanation of “too much pay for nonperformance” 
suggest a number of steps to improve the link between pay and performance. 
  A stock option is a right granted by a corporation to an individual to purchase a specific 
number of shares of stock at the firm at a predetermined price during a specified period of 
time. For example, a CEO or an employee could receive a grant of options, with an exer-
cise equal to the market price on the date of the grant, with a period of time (e.g., 10 years) 
in which to exercise the option or purchase the stock. 
  Theoretically, stock options allow employees to share in the future growth of the value 
of a company without risking their money until they exercise the options to buy the shares. 
In many cases, the gain on a stock option is substantially greater than a person’s annual 
compensation. Stock options are not taxed at the time they are available; rather, a person 
pays taxes only when the option is exercised and/or the stock is sold. 

 Issues in Compensation Administration 

 Managers must make policy decisions on four issues in compensation administration. 
These issues involve the extent to which (1) compensation will be secret, (2) compensation 
will be secure, and (3) pay is compressed. 
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 Pay Secrecy or Openness 
 A debatable compensation issue is the extent to which the pay of employees is known by 
others in the enterprise. How would you feel if your co-workers could find out what you 
make? Would you care? As with other issues, opinions differ. 
  There are degrees of secretiveness and openness on pay. In many institutions and orga-
nizations, pay ranges and even an individual’s pay are open to the public and fellow em-
ployees. Examples are the public sector (federal, state, and local governments), some 
universities, and unionized wage employees. This is called the  open system  .  
  The opposite is the  secret system  ,  in which pay is regarded as privileged information 
known only to the employee, her or his superior, and staff employees such as HRM and 
payroll. In the most secrecy-oriented organizations, employees are told they cannot dis-
cuss pay matters and, specifically, their own pay. The National Labor Relations Board has 
ruled that this is not a legitimate policy. Corporate presidents differ in their preferences 
for full disclosure of employee compensation. For example, Robert Howell, TeleCheck 
Services, believes that an open pay system is a means of improving productivity, whereas 
Kenneth Porter of Can-Am Groups thinks open pay schemes just increase employees’ 
dissatisfaction. 76  
  There is increasing recognition that some employees want a more open pay system. Open-
ing up a system and providing more information to employees certainly have costs and ben-
efits. However, if an organization wishes to reduce the manipulative aura surrounding pay, 
actual or perceived, it must share additional information about pay with employees. As firms 
post job openings to make employees aware of opportunities, information on pay becomes a 
critical decision. The Your Career Matters describes some websites that provide actual pay 
information that is posted by current and previous employees of organizations. 
  As a step in deciding how much secrecy or how much openness is needed, managers 
first must clearly determine through observation (listening, talking, discussion in groups) 

 Have you ever wondered what your co-worker gets 
paid? How about someone who does your job at an-
other company? Does he or she make more or less than 
you do? Maybe you’re about to get a job offer from an 
organization and chances are that the hiring manager 
will ask you for your salary requirements. Where should 
you turn for information on salaries? 
  There are some websites that can help you find cur-
rent salary information for jobs around the world. 
Started in 2008, Glassdoor.com allows users to see sala-
ries of actual positions at companies. Current and for-
mer employees of the companies post salaries 
anonymously to the website. In 2009, it was reported 
that Glassdoor.com had salary reports and company re-
views from 165,000 people working at approximately 
19,000 companies in 100 countries. Users can access 
this salary information for free as long as they submit 
(anonymously) their own salary to the website. Two 
other websites that offer similar services include Salary.
com and Vault.com. The advent of these “show me 

what you make” websites are starting to tear away at 
the shroud of secrecy that many companies advocate 
when it comes to sharing information about 
compensation. 
  As the old saying goes, “information is power.” How-
ever, some experts warn that an individual who discov-
ers that his co-worker is making $2,000 more per year 
shouldn’t immediately run to his boss asking for a raise. 
Rather, the information should be used as part of a 
larger conversation about the individual’s specific contri-
butions (e.g., having the best sales numbers, receiving 
the highest performance ratings, lowering costs by 20 
percent, etc.) to the organization and why a pay raise is 
appropriate given this individual’s overall impact. 
  Sources : Adapted from http://www.glassdoor.com (accessed 
on July 12, 2011); http://www.salary.com (accessed on July 12, 
2011); http://www.vault.com (accessed on July 12, 2011); Jamie 
Eckle (February 23, 2009), “Peering Through the Glass Door,” 
 Computerworld  ,  Vol. 43, Iss. 8, pp. 36–37; Liz Wolgemuth 
(July 7, 2008), “Using What You Know About Coworker’s Pay,” 
 U.S. News & World Report,  Vol. 145, Iss. 1, pp. 69–70.  

 Your Career Matters    Find Out What Companies Are Paying Their Employees? 
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what their employees want to know about pay. Then managers must decide if providing 
that information will harm or benefit the firm. Finally, the conditions cited above concern-
ing the objective measuring of performance, degree of interdependence, and causal rela-
tionships to performance must be carefully weighed. 

 Pay Security 
 Current compensation can motivate performance. So can the belief that there will be future 
security in compensation. Various plans for providing this security have been developed: a 
guaranteed annual wage, supplementary unemployment benefits, cost of living allowances 
(COLAs), severance pay, seniority rules, and employment contracts. 
  A few companies provide a  guaranteed annual wage (GAW)  to employees who 
meet certain characteristics. For this type of plan to work, general employee–management 
relations must be good, and the demand for the product or service must be steady. The best 
known such plans are those of Procter & Gamble, Hormel Foods, and the Nunn Bush Shoe 
Company. In one plan, the employer guarantees the employee a certain number of weeks 
of work at a certain wage after the worker has passed a probation period (say, two years). 
Morton Salt Company guarantees 80 percent of full-time work to all employees after one 
year of standard employment. Procter & Gamble has invoked its emergency clause only 
once since 1923––in 1933, for a brief period at three plants. In the Hormel and Spiegel 
(catalog sales) plans and others, a minimum income is guaranteed. 77  
  In the  supplementary unemployment benefits (SUB)  approach, the employer 
adds to unemployment compensation payments to help the employee achieve income secu-
rity, if not job security (as in the GAW). The automobile, steel, rubber, garment, and glass 
industries, among others, contribute to a fund from which laid-off employees are paid. 
During the recession of 1973–1974 many of these funds in the auto industry went bank-
rupt. They provide less income security than was thought. But studies of plans in which 
unemployment was less severe show that the system has helped. 
   Cost-of-living adjustments (COLAs)  are wage increases or decreases pegged to the 
rise or fall in the cost of living. In a COLA plan, data from the Bureau of Labor Statistics 
are used to make wage and salary adjustments. The consumer price index (CPI), which 
measures changes in the price of a hypothetical “basket” of goods and services, is used as 
a cost-of-living index. The adjustment is not based on performance of the firm. The COLA 
was created by unions to protect members from erosion of real wages when inflation rates 
were high. Union contracts were negotiated to contain an escalator clause that permitted an 
annual review of wages and a pay raise if the increase in the cost of living warranted it. 
Nonunion firms also adopted the COLA. Many firms have used the COLA to compensate 
employees who are relocated to a high-cost location. These COLAs are usually phased out 
over a specified time, in the belief that annual raises and promotions will meet the in-
creased living costs of the area. 78  The Bureau of Labor Statistics and the American Com-
pensation Association report that the difference between salary increases and the CPI has 
been between 0 and 1.4 percent in the last five years. Employees have begun to feel entitled 
to COLAs, so this negligible difference between base pay and true merit is not enough to 
motivate higher performances. 79  
  In many organizations, the employer provides an income bridge from employment to 
unemployment and back to employment. This is  severance pay  .  Typically, it amounts to 
one week’s pay for each year of service. About 25 percent of union contracts require such 
severance pay. It doesn’t guarantee a job, but it helps the employee when a job is lost. 
  In times of layoff, the basic security for most employees is their seniority. If an orga-
nization is unionized, the contract normally specifies how seniority is to be computed. 
Seniority guarantees jobs (and thus compensation) to employees with the longest 
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HR Challenge (continued from page 329)

A week after Mary and Joe discussed her suggestions for the compensation plan, Guido and 
Mary found Joe in his office. He’d spent much of the time since their last meeting at the 
branch offices—very unusual behavior for him.

   Guido   Boss, are you free?  
   Joe    I’m glad to see you and Mary. I was just thinking about how we could make our 

compensation system here at the bank more equitable. Maybe some of your 
suggestions will help us deal with high turnover and low productivity.  

   Mary   Great! What things do you think we should change?  
   Joe    I’ve already appointed John Bolts to investigate who is letting out the salary 

information around here. I think that we should try to maintain pay secrecy. I’m 
very interested in that new variable pay plan you mentioned. I think skill-based pay 
is the way to go instead of our old annual raise system. The most important thing 
is to get all of our employees involved in contributing to the bottom line. So I’d like 
you to design a suggestion system too. Let’s get this bank’s compensation system 
modernized.  

  Guido    Okay, boss, we’ll get it done.   
and 
Mary

 continuous employment in the organization or work unit. Even in nonunionized situa-
tions, a strong seniority norm prevails, which gives some security to senior employees. 

 Pay Compression 
  Pay compression  occurs when less-experienced employees are paid as much as or more 
than longer-term employees because of market-driven increases in starting salaries. 80  Many 
companies in the United States face a narrowing of a gap between senior and junior em-
ployees and between supervisors and subordinates. 81  Differentials of 10 percent or less are 
not unusual, and in some instances junior employees are brought in at salaries greater than 
those of their superiors. The resulting low morale can lead to decreasing productivity and 
higher absenteeism and turnover. One way to identify pay compression is to examine the 
relationship between salaries and incumbents’ years of experience with the company. 
  Solutions for the problem of pay compression include the following: (1) reexamining how 
many entry-level people are needed; (2) reassessing recruitment itself; (3) focusing on the job 
evaluation process, emphasizing performance instead of salary-grade assignment; (4) basing 
all salaries on longevity; (5) giving first-line supervisors and other managers the authority to 
recommend equity adjustments for incumbents who have been unfairly victimized by pay 
compression; and (6) limiting the hiring of new employees seeking excessive salaries. 82  

 Summary   1.  Organizationwide incentives, where rewards are based on shared profits generated 
through employees’ efforts or on money saved as a result of employees’ efforts to 
 reduce costs, are the most common incentive pay system. 

 2. Suggestion systems can improve employee relations, foster high-quality products, 
 reduce costs, and increase revenue. 

 3. Gainsharing incentive plans, including the Lincoln Electric plan, Scanlon plan, Rucker 
plan, ImproShare, business plan gainsharing, and winsharing, are companywide group 
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incentive plans that unite employees to improve organizational effectiveness through a 
financial formula for distributing organizationwide gains. 

 4. Spot gainsharing plans focus on a specific problem in a specific department rather than 
on improving performance throughout the whole organization. 

 5. The most critical factor in the success of any gainsharing plan is employees’ 
involvement. 

 6. Profit-sharing plans distribute a fixed percentage of total organizational profit to 
 employees in the form of cash or deferred bonuses. 

 7. Person-based pay designs like skilled-based, knowledge-based, credential-based, feed-
back, and competency-based pay are alternatives to job-based pay that set pay levels on 
the basis of how many skills an employee has, how much knowledge an employee 
 acquires, etc. 

 8. CEO pay is a very important consideration in designing comparative-performance 
 reward packages that are fair to all employees. 

 9. Managers make policy decisions on four compensation administration issues: pay 
 secrecy, pay security, pay compression, and two-tiered compensation. 

 Key Terms  base pay,  p. 333  
 commission,  p. 335  
 competency-based pay, 
 p. 344  
 cost-of-living adjustments 
(COLAs),  p. 348  
 credential-based pay,  p. 343  
 differential piece rate 
(Taylor plan),  p. 334  
 feedback pay,  p. 343  
 gainsharing plans,  p. 337  
 guaranteed annual wage 
(GAW),  p. 348  

  1. To what extent (if at all) do you feel CEOs are overpaid? Explain. 

  2. What are some of the advantages and the disadvantages of a merit-based compensa-
tion system? 

  3. Is pay compression a potential problem in terms of employee morale? Why? 

  4. Why are more firms not using the Lincoln Electric compensation type plan? 

  5. What gainsharing system do you believe is the most effective? Why? 

  6. Should stock option plans be used as a part of executive compensation packages? Why 
or why not? 

  7. How can a person’s acquisition of knowledge be determined so that his or her pay can 
be changed? Explain. 

  8. Explain the meaning and intent of a feedback pay system. 

  9. Why do some organizations use a variable pay system? Explain. 

  10. Outline a plan to develop a fair and equitable compensation system. 

 indirect pay,  p. 333  
 knowledge-based pay, 
 p. 343  
 merit pay,  p. 333  
 open system,  p. 347  
 pay compression, p. 349   
 production bonus systems, 
 p. 334  
 profit-sharing plans,  p. 342  
 salary,  p. 331  
 secret system,  p. 347  
 severance pay,  p. 348  
 skill-based pay,  p. 343  

 spot gainsharing,  p. 341  
 standard-hour plan,  p. 334  
 straight piecework,  p. 334  
 suggestion system, p. 336   
 supplementary 
unemployment benefits 
(SUB), p. 348 
 total compensation 
approach,  p. 333  
 variable pay,  p. 333  
 wage,  p. 331  

 Questions for 
Review and 
Discussion 
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 Application Case 11–1 

 Customizing Bonus Pay Plans 
 Navigant Consulting Inc., a Chicago-based management consultancy, is the product of 
more than 25 acquisitions over the last several years. No wonder that, until recently, its 
short-term incentive pay system was seriously flawed. There was no consistent method of 
rewarding performance. 
  “It was difficult to manage so many disparate incentive tools,” says Julie Howard, vice 
president and human-capital officer. “It was a mess.” Even companies with only one sys-
tem are struggling to make it more effective. 
  So Navigant redesigned the system. Its short-term cash bonus plan now consists of two 
basic elements: Incentive pay for Navigant’s 400 senior professionals is based largely on 
the company’s performance, while its 800 consulting and administrative staff are rewarded 
primarily according to individual performance. 
  It’s too soon to tell fully what effect the change has had, though already the company is 
seeing reduced attrition. The hope is that the incentive plan will help the nearly $704 mil-
lion (in sales) company recover from years of losses. So far, “people are very excited about 
it,” says Howard, who has been touring the country to explain the program to employees. 
“Clarity is a big thing.” 
  Navigant is one of an increasing number of companies that now offer incentive pay to 
many nonmanagement personnel, linking pay more closely to performance, as it shifts from 
fixed to more-variable annual compensation. In a survey of 2,400 companies, consulting firm 
William M. Mercer found that 56 percent provided incentive pay to employees below the 
 executive level (65 percent when nonprofit health care companies were excluded). 
  But companies clearly are struggling to design their incentive programs in an effective 
way. The soul-searching is aimed at motivating employees up and down the line to help 
companies meet their overall goals. Of course, plan specifics vary with a company’s 
 culture, size, industry, and competitive position. But any winning formula must address 
the following question: To what degree should payouts be linked to the performance of the 
corporation as a whole; to that of an employee’s division, plant, team, or project; to 
the achievement of individual goals; or to some combination of all of these? 
  Consultants say incentive programs on the leading edge are combining goals and custom-
fitting the combination to the rank of employees, much the way Navigant has done. At stake 
is nothing less than a company’s ability to compete, and that challenge will only grow as 
the economy slows. No surprise then that CFOs are getting more deeply involved in design 
efforts. As the overseers of human resources, they view payroll expense increasingly as an 
investment in human capital, and incentive compensation as something that can improve the 
returns on that investment. 
  Unfortunately, theory does not translate easily into practice: In one survey of 771 com-
panies, management and HR consulting firm Towers Perrin (Towers Watson) found that 
less than one-third of companies with incentive programs of any kind see a significant 
impact on results. Navigant nonetheless has high hopes for its new plan. If the revised in-
centive system is as effective as the company expects, says CFO Ben Perks, who helped 
align the new plan with the company’s goals, “it’s a win/win/win—for the employees, the 
company, and the shareholders.” 
  Navigant isn’t alone. Over the past decade, companies have been struggling to attract, 
motivate, and retain employees without greatly increasing fixed costs. Merit raises alone, 
however, have been insufficient to achieve those goals; the measly 3.0 percent on average 
that U.S. companies have budgeted in recent years for annual raises does not allow for 
significant differentiation among employees, according to Mercer. Long-term incentives 
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such as stock options and restricted stock, meanwhile, may be more effective as a retention 
tool than as a goad to performance, and may be ineffectual in any case unless the stock 
market is strong. 
  Incentive pay added to raises fills the gap, enabling companies to hand out greater re-
wards to deserving employees while minimizing costs, since the incentive shrinks in bad 
times. For greater cost savings, some employers are going so far as to replace raises with 
incentives over a phase-in period of a few years. Others have even reduced base pay for 
new workers while dressing up incentives. 
  Consultants believe that the trend toward more-variable pay will continue. Global com-
petition remains strong, and in a downturn, there will be a need to improve productivity. 
Indeed, companies may begin taking advantage of workers’ growing job insecurity to im-
plement new incentive plans that reduce base pay in return for greater potential incentive 
rewards. Already, says Steve Gross, who heads the U.S. compensation consulting practice 
at Mercer, more troubled companies are saying, “If you don’t accept these plans, we’re go-
ing to move the work offshore.” For others, employee retention will remain a driving fac-
tor: “It took so much energy to hire these folks, we don’t want to make them unhappy.” 
  So far, according to the latest data available, incentive systems typically pay bonuses to 
all eligible employees based on the overall profitability of the company, at least among 
large companies. The Towers Perrin (Towers Watson) report found that 44 percent of the 
companies surveyed––the largest segment for any incentive plan type––used organization-
wide incentive plans in which payouts were linked to a companywide measure, and distri-
butions were made from a pool in proportion to salary. This approach is not only 
straightforward, it also sends a clear message that “we’re all in this together.” 
  To be sure, many companies have been raising the bar in this area. Instead of paying out 
bonuses whenever a company achieves profitability, programs increasingly hold out until 
the company reaches a specified profit level. At that threshold, the company either begins 
paying a preset ratio of profits earned beyond that point or a predetermined bonus pool. 
  Consider a plan started by Boeing, which has been under growing competitive pressure. 
Boeing’s program, its first broad-based incentive scheme for 88,000 nonexecutive, non-
union employees, is based entirely on the achievement of a predetermined level of annual 
corporate performance––net profit minus a certain charge (which the company would not 
specify). In the first year employees could earn an extra 5 days of pay––on top of annual 
raises and rewards for some employees involved in certain projects––if the company met 
the target, and up to 10 days’ pay if the company exceeded it. In the end, employees earned 
7.85 extra days of pay. 
  “The intent was to offer the opportunity for all nonunion Boeing employees to share in 
the success of the company and get employees to think more like owners of the company,” 
says Bruce Hanson, Boeing’s manager of compensation and benefits. The program’s mes-
sage, he says, is “a shared-destiny message, as a company to move Boeing toward its over-
all profit target. We want you to be engaged, ask questions, offer suggestions to the 
organization” to help reach that profit. The message was reinforced by the company’s deci-
sion to use the same performance metric in figuring executives’ incentive pay––an amount 
that is then modified by an executive’s individual performance against his or her preset 
goals. Another reinforcement: recently, the board doubled the potential incentive reward. 
  But tying bonuses to corporate-level results has a potential downside. While the top 
 officers and even division managers spend their days on activities that directly affect a 
company’s sales and profits, lower-level employees have little influence on overall results. 
The goal, therefore, is not within what consultants like to call their “line of sight.” Further-
more, this kind of incentive system––as well as those based purely on the performance of 
the employee’s plant or division––can breed resentment from those who believe they work 
harder than others who receive the same rewards. 
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  Yet companies such as Boeing recognize that they need to do more to motivate lower-
level employees than tie incentive pay to corporatewide goals. Plant managers, Hanson 
says, are encouraged to translate the overall corporate economic profit target into goals 
specific to their factories, such as cost savings and additional revenue. “We’re continuously 
trying to do a better job at that,” he says. 
  Other companies are going a step further by adding team and individual targets that 
must also be met to reap the full reward. And the resulting incentive brew is increasingly 
the norm. The Towers Perrin (Towers Watson) survey indicates that 62 percent of compa-
nies with organizationwide incentive plans include an “individual performance modifier,” 
in which an employee is measured against preestablished personal goals for the year. By 
providing rewards for such specific goals, these employers are trying to directly influence 
an employee’s behavior. 
  In these multitarget programs, the higher the rank of the employee, the more the bonus is 
linked to broader financial goals; the lower the rank, the more the bonus is linked to team or 
individual measures of operational performance as well as financial measures. Usually no 
bonuses are paid out to anyone unless the company makes a profit or reaches a threshold profit 
level, and then the size of an employee’s bonus is based on that individual’s performance 
against his or her personal goals. The link to corporate profits allows everyone a broader per-
spective and the ability to make decisions in light of the company’s overall objectives. 
  Typically, each employee receives a scorecard listing a few goals for the coming year, 
against which the employee’s manager measures progress during the year. The challenge is 
to set the goals correctly. First, the scorecard shouldn’t have too many—consultants advise 
three to five at most. Then, of course, the goals have to be the right ones for the company. 
  According to consultants, the biggest potential problem with multitarget plans is their 
complexity. With so many different targets—qualitative as well as quantitative—they are 
tough to manage. But the hardest part is setting them up in the first place. “The biggest hurdle 
for companies to clear is to set goals, to determine job by job and person by person what the 
right goals are,” says Laury Sejen, a compensation consultant at Watson Wyatt Worldwide. 
  That, indeed, is what Navigant’s financial and HR executives faced last year when rede-
signing its compensation system. 
  Success is hardly guaranteed. In its survey, Towers Perrin (Towers Watson) found that 
only 20 percent of companies with individual incentives and 31 percent with team incen-
tives reported that their pay-for-performance plans had a significant impact on business 
results. But results were even worse for companies with organizationwide incentive goals: 
only 17 percent reported such improvement. 
  Still, some prominent management theorists believe that no variable-pay plan can work 
well. W. Edwards Deming, the famed management guru, believed that variable pay forced 
companies to rank workers against each other, setting up a competitive environment that 
could lead employees to work against each other. 
  However, communication may make a big difference. For starters, employees must know 
at the beginning of the year exactly what their bonus will be tied to. In fact, says Sejen, “our 
recommendation for best practice is for the manager and the employee to have a conversa-
tion” about appropriate individual goals. “The concept of employee buy-in is important.” 
  During the year, “feedback has to be frequent,” says William Abernathy, an incentive pay 
consultant who runs his own firm, Abernathy & Associates, in Memphis. “Annual is useless.” 
  At American Woodmark, a team’s performance relative to certain goals is posted daily 
or sometimes even hourly, Brandt says. Boeing delivers quarterly reports to employees on 
how well the company is performing against its target, and what that might mean in terms 
of potential extra days’ pay at year-end. 
  In the end, says Abernathy, a good plan requires lots of planning, and with that comes 
complexity. “You can make it easy,” he says, “but it won’t work.” 
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 Discussion Questions 

 1. Why is it important to include operating employees (nonmanagers) in the development 
and use of an incentive program? 

 2. What is the individual performance modifier that the Towers Perrin (Towers Watson) 
survey identified? Explain it in managerial terms. 

 3. A scorecard approach can be most effectively used with what type of organizations? 
Employees? 
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 12 
Chapter

 Employee Benefits 
and Services 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Define  indirect financial compensation. 

 2.  Explain  why organizations provide benefits and services to employees. 

 3.  Differentiate  between mandated and voluntary benefits. 

 4.  Describe  the various types of benefits and services offered by most 
American companies. 

 5.  Explain  how to manage an effective benefits program. 
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 HR Challenge 

 Carl Reems was the president of Coy Manufacturing of Whiting, Indiana. It was Carl’s inten-
tion to keep his workforce as satisfied and productive as possible. A number of problems 
concerning the Coy employee benefits and services package had come to a head over the 
past few months. Carl listened to a presentation that Pete Lakich, Coy’s director of human 
resources, made to the firm’s executive committee. In the presentation, Pete used some 
figures that seemed wrong to Carl. Pete claimed that in manufacturing firms in the Whiting 
area (located just southeast of Chicago), the average cost of benefits and services cost per 
worker totaled $9,850. In fact, Pete gave a specific item-by-item breakdown of these costs 
to the committee. 
  After the meeting, Carl had this talk with Pete: 

  Carl  Pete, where did you get those benefit figures? They seem wrong.
Pete  Carl, these are facts based on my program of monitoring costs.
Carl  We must be paying the highest benefits in the entire area!
Pete   As a matter of fact, we’re on the low end of the scale. Among similar firms in our 

area we are in the bottom third in benefit costs.
Carl   Do you think this is one of the reasons we’re not able to recruit and hold skilled 

employees?
Pete   I’m not certain, but there’s probably some connection. You know how employees 

exchange and compare information about wages, benefits, and services. 
Carl   Let’s look at the entire range of our benefits and services and see what’s needed 

to become more competitive. We could probably even improve production and 
morale by adding some additional benefits and services.

Pete   We do need to take a look, but we can’t be so certain that more and better 
benefits and services can make productivity and morale jump up. Most of our 
employees don’t even know what benefits cost.

Carl   Pete, you’re just too conservative about the power of money. The carrot and the 
stick can always do the job, even in Whiting, Indiana.

Pete   Don’t jump to conclusions.

 Do you agree with Carl or Pete about the motivational power of benefits and services?    

359

  Indirect financial compensation  is called benefits and services. It can be defined as all 
employer-provided rewards and services, other than wages or salaries, arising from the 
 following categories: legally required social insurance payments, private insurance, and 
retirement plans; payment for time not worked; extra cash payments other than bonuses 
based on performance; and costs of services like subsidized cafeterias or exercise facilities, 
clothing allowances, and so on. 1  Unlike pay for performance and other incentive plans, 
most benefits and services are available to workers as long as they are employed by an 
 organization regardless of seniority or performance. 
  This definition of benefits and services can be applied to thousands of programs. Deci-
sions about indirect compensation are more complex than those concerned with wages and 
salaries. Significant changes have occurred in employees’ attitudes, corporate philoso-
phies, and business necessities since the inception of most benefits programs in the 1950s. 
Currently, employers face rising benefits costs resulting from increased legislation, the cost 
of advanced medical technologies, the aging workforce, new immigration, more women in 
the workforce, and global competitions. 2  Exhibit 12–1 shows some of the changes that 
have affected benefits programs. 
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 Background 

 Why Do Employers Offer Benefits and Services? 
 The programs offered in work organizations today are the product of efforts in this area for the 
past 75 years. Before World War II, employers offered a few benefits and services because 
they had the employees’ welfare at heart or because they wanted to keep a union out. But most 
benefit programs began in earnest during the war, when wages were strictly regulated. 
  The unions pushed for nonwage compensation increases, and they got them. Court 
cases in the late 1940s confirmed the right of unions to bargain for benefits:  Inland Steel  v . 
National L  a  bor Relations Board  (1948) (pensions) and W. W.  Cross  v . National Labor 
Relations Board  (insurance). The growth of these programs indicates the extent to which 
unions have used this right. In 1929, benefits cost the employer 3 percent of total wages and 
salaries; by 1949, the cost was up to 16 percent; and in the 1970s, it was nearly 30 percent. 
By 2010, the benefits and services slice of labor costs ranged from 20 to 60 percent of 
payroll. This figure can be broken down as follows: 8.7 percent of payroll went for legally 
required social insurance payments, 6.0 percent for private pension plans, 11.5 percent to 
insurance plans, and the remaining 14 percent for all other types of benefits. 3  
  Some employers provide these programs for labor market reasons; that is, to keep the 
organization competitive in recruiting and retaining employees. Others provide them to 
keep a union out or because the union has won them during negotiations. Another reason 
often given for providing benefits and services is that they increase employees’ perfor-
mance. Is this reasoning valid? In a study of benefits, it was found that none of these 
reasons explained the degree to which benefits and services were provided. 4  

 Who Makes Decisions about Benefits? 
 HR executives often seek professional advice from specialists such as members of the 
 Society of Professional Benefit Administrators. These are independent consultants who 
are employed by benefit carriers like insurance companies. In very large organizations, 
the compensation department may have a specialist in benefits, usually called a  manager or 
director of employee benefits.  Exhibit 12–2 shows who is involved in decisions about ben-
efits and services within an organization. How these decisions are made is discussed later in 
the chapter. Many authorities argue that all organizations should have benefits and services, 
but there is little concrete evidence that they affect employees’ productivity or satisfaction. 
  In the 1940s and 1950s, a major thrust of union bargaining was for increased or innova-
tive benefits. Union pressure for additional holidays was followed by demands for such 
benefits as group automobile insurance, dental care, and prepaid legal fees. Union leaders 

 Then Now

Nuclear families of working male with female Double-income families with and without
and 2.3 children at home children, and single-head families
Employment for large part of career Multiple careers and job moves
White male–dominated workforce Multicultural and diverse workforce
Cradle-to-grave expectations Portability issues
Paternalistic employer Shared responsibility
Entitlement perception of benefits Benefits as part of total compensation
Low cost of benefits Benefits costs escalating faster than consumer
 price index and an employer’s ability to pay
Protection for illness Promotion of wellness
Single set of benefits  Cafeteria and customized benefits programs

EXHIBIT 12–1 
Changes in Benefits 
Programs
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have varied the strategy and tactics they use to get “more.” The long-range goal is getting 
employers to perceive benefits not as compensation but as part of their own social respon-
sibility. Today unions are trying desperately to hold all the gains that were made in previ-
ous decades and to stop the pervasive erosion of such benefits as pensions and health care. 
  For over 60 years, public policy has played a role in determining what benefits an em-
ployee receives. 5  First, the government mandates (legally requires) certain benefits: old age 
and survivors’ insurance (Social Security), disability insurance, Medicare, unemployment 
insurance, and workers’ compensation. In addition, through preferential tax treatment, the 
government encourages businesses to provide other benefits. Current policy allows firms to 
deduct benefit expenses, and the value of benefits is not counted as current income for 
employees. Passage of the Welfare Fund Disclosure Act requires descriptions and reports 
of benefits plans. The National Labor Relations Board and the courts have stringent rules 
on eligibility for benefits and employers’ ability to change an established benefits plan. 
  Economic and labor market conditions influence decisions about benefits because in 
tight labor markets organizations seeking the best employees compete by offering better 
benefits and services, which are nontaxable income. In addition, the composition of the 
labor market has had an increasing impact on the type of benefits and services offered. For 
example, the increased number of women in the workforce has resulted in increasing pres-
sure for longer maternity leaves, family leave benefits, child-care services, and elder care 
services. The aging of the workforce means that such services and benefits as preretire-
ment planning, health insurance, and pensions are increasingly demanded. 
  The amount of money an employer spends on benefits is related directly to the financial 
health of the employer and the industry. Healthy, profitable companies tend to expand ben-
efits during good times. But when the economy weakens or profits fall, the cost of the 
benefit programs intensifies financial problems. Benefit costs must be passed on to some-
one. For example, health care costs alone add over $1,500 to the price of every American-
made car. 6  In December 2009, the Bureau of Labor Statistics reported that private 
employers spent an average of $27.42 per hour worked for total employee compensation, 
of which benefits accounted for $8 (or 29.2 percent) of this amount. 7  

 Mandated Benefits Programs 

 Three benefits programs offered by private and not-for-profit employers are mandated by 
federal and state governments. An employer has no choice about offering  mandated 
benefits programs  and cannot change them in any way without getting involved in the 
political process to change the existing laws. The three mandated programs are unemploy-
ment insurance, social security, and workers’ compensation. 

Benefits and Services Function Operating Manager (OM) HR Manager (HRM)

Benefits and services budget Preliminary budget approved Preliminary budget 
 or adjusted by top management developed by HRM
Voluntary benefits and Programs approved by OM (top Programs recommended
services management) by HRM
Communication of benefits OM cooperates with HRM Primary duty of HRM
and services  
Evaluation of benefits and  Done by HRM
services  
Administration of benefits  Done by HRM
and services programs  

EXHIBIT 12–2
The Role of 
Operating and HR 
Managers in Benefits 
and Services
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 Unemployment Insurance 
 In the 1930s, when unemployment was very high, the government was pressured to create 
programs to take care of people who were out of work through no fault of their own. 
  Unemployment insurance  (UI) was set up in the United States as part of the Social 
Security Act of 1935. In July 2011, the average unemployment rate for the United States 
was approximately 9.2 percent. 8  
  Unemployment insurance was designed with several objectives: 

 1. To provide periodic cash income to workers during short periods of involuntary 
unemployment. 

 2. To help the unemployed find jobs. 

 3. To encourage employers to stabilize employment. 

 4. To stabilize the labor supply by providing benefits so that skilled and experienced work-
ers are not forced to seek other jobs during short-term unemployment. 9  

  Unemployment insurance and allied systems for railroad, federal government, and 
 military employees cover 95 percent of the labor force. Major groups excluded from UI are 
self-employed workers, employees of small firms with less than four employees, domes-
tics, farm employees, state and local government employees, and nonprofit employers such 
as hospitals. 
  To be eligible for compensation, the employee must have worked a minimum number of 
weeks, be without a job, and be willing to accept a suitable position offered through a state 
Unemployment Compensation Commission. A Supreme Court decision granted unem-
ployment insurance benefits to strikers after an eight-week strike period. The Court ruled 
that  neither the Social Security Act nor the National Labor Relations Act specifically 
forbids  paying benefits to strikers. Each state decides whether to permit or prohibit such 
payments. 10  
  Federal unemployment tax for employers in all states accounts for 0.8 percent of pay-
roll. The tax pays for administrative costs associated with unemployment compensation, 
provides a percentage of benefits paid under extended benefits programs during periods of 
high unemployment, and maintains a loan fund for use when a state lacks funds to pay 
benefits due for any month. Unemployment tax rates, eligibility requirements, weekly 
 benefits, and duration of regular benefits vary from state to state. 11  
  Before benefits are paid, the reason for being unemployed must be assessed. 12  An 
 applicant can be disqualified for voluntarily quitting a job. On the other hand, a negotiated 
quit, that is, quitting to avoid discharge, is a legitimate reason for collecting unemployment 
benefits. Some states penalize employers who report such quits as voluntary. Discharge for 
work-related misconduct usually means the applicant is disqualified. Proper documenta-
tion is an employer’s best protection in unemployment hearings. 
  The employee receives compensation for a limited period, typically a maximum of 
26 weeks. In most states the weekly benefit amount is equal to 1/26 of the worker’s average 
earnings, yielding a total benefit of 50 percent of earnings. Minimum and maximum 
 benefit amounts are set by the federal government. Minimum benefits usually range from 
$0 (New Jersey) to $102 (Rhode Island) per week, maximum benefits from $133 (Puerto 
Rico) to $646 (Massachusetts); the average benefit is from $90 to $175. 
  Unemployment compensation in both Canada and Europe differs from that provided 
in the United States. 13  For example, in Europe, employees who are placed on reduced 
work schedules (fewer hours per week) receive short-term unemployment compensa-
tion.  Research has shown that the American practice of paying unemployment only 
to those working zero hours can encourage the overuse of temporary layoffs. Canada, 
which has a much more liberal unemployment benefits program that includes both 

HRMemo  Due to the 
extended “jobless 
recovery” in the 
United States, state 
spending on 
unemployment 
compensation has 
increased signifi cantly 
in recent years. In 
2008, states spent 
around $31 billion 
on unemployment 
compensation. In 
2010, this amount 
increased to 
$160 billion. Several 
states have had to 
borrow from the 
federal government 
to help them cover 
the unemployment 
insurance expenses. 

  Source : Joanne Deschenaux 
(May 2011), “Unemploy-
ment Costs Continue to 
Rise,”  HR Magazine , Vol. 56, 
Iss. 5, pp. 14–15. 
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wider eligibility and faster delivery of benefits, has a much higher unemployment rate 
than the United States. 

 Social Security 
 In 1935, the pension portion of the  Social Security  system was established under the Old-
Age, Survivors, and Disability Insurance (OASDI) program. The goal of the pension por-
tion was to provide income to retired people to supplement savings, private pensions, and 
part-time work. It was created at a time when the wealthy continued to live alone, the aver-
age person moved in with relatives, and the poor with no one to help them were put in a 
“poorhouse,” or government-supported retirement home. 
  The basic concept was that the employee and employer were to pay taxes that would 
cover the retirement payments each employee would later receive in a self-funding insur-
ance program. Initially, two goals were sought: adequate payments for all, and individual 
equity, which means that each employee was to receive what he or she and the employer 
had put into the fund. In the past 25 years, however, individual equity has lost out. 
  Social Security taxes are paid by employers and employees. Both pay a percentage of 
the employee’s pay to the government. The percentage rose to 7.65 for both employee and 
employer in 1990. How much is paid by employee and employer is calculated on the aver-
age monthly wage (weighted toward the later years). Social Security payments make up 
about one-third of total federal outlays in the United States. 14  Those receiving Social Secu-
rity pensions can work part-time, up to a maximum amount that is increased each year to 
reflect inflation. Just about all employees except civilian federal government employees 
are eligible for Social Security coverage. Self-employed people must join the system. 
  In 2005 the government collected more payroll taxes than it paid out in benefits. Recall 
that Social Security is a pay-as-you-go system. In 1950 there were about 16 covered work-
ers for each social security beneficiary. Currently, there are about 3.3 workers paying taxes 
for each beneficiary. The estimate is that by 2018 changes in the Social Security system 
will have to be implemented. 
  Employees born in 1937 or earlier become eligible to receive full benefits at age 65 or 
reduced benefits at age 62. An employee born in 1960 or later will not be able to retire with 
full benefits until age 67. If an employee dies, a family with children under 18 receives 
survivor benefits, regardless of the employee’s age. An employee who is totally disabled 
before age 65 becomes eligible to receive insurance benefits. Under Medicare provisions 
of the Social Security system, eligible individuals aged 65 and older receive payments for 
doctor and hospital bills, as well as other related benefits and services. 
  Retirement benefits used to be tax-free, but in 1984 some benefits became taxable. 15  For 
single people, up to 85 percent of Social Security benefits are taxable if they earn provi-
sional income of $34,000 or more. Married couples filing jointly must pay taxes on provi-
sional income of $44,000 or more. (“Provisional income” means adjusted gross income 
plus any tax-exempt interest from municipal bonds plus half of Social Security.) It is pos-
sible to avoid these taxes by switching income to other types of assets. 
  The growth of international business has created another problem for companies deal-
ing with Social Security payments. 16  The United States has international Social Security 
agreements with several countries. If such an agreement does not exist, Social Security law 
requires contributions to be paid on earnings of United States citizens or residents working 
for American employers  anywhere in the world.  As a result, United States citizens may 
have to make double contributions—once to the American plan and once to the country 
in which they are employed. No contributions are necessary for United States citizens 
employed by a foreign company, however. 
  Because of the increasing numbers of Americans who spend at least part of their careers 
in more than one country, the United States has established agreements with 24 foreign 
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governments to coordinate Social Security benefits. The principal objectives of these 
agreements are to ensure equality of treatment, prevent duplicate contributions or gaps, 
provide that contributions are paid in the location where the worker is employed, and guar-
antee benefits to the employee’s family when they have not accompanied the employee to 
the foreign assignments. 17  Total benefits may not exceed the highest pension that the em-
ployee would have been paid if his or her entire career had been spent in a single country. 
Benefits are administered by the state where the retired employee resides; a pensioner may 
have to wait two or three years to know what income he or she will receive. 
  Social security systems in many countries around the globe are in crisis, exacting a 
heavy financial burden while providing inadequate benefits. 18  Employers worldwide must 
assume more responsibility for employee benefits as governments try to cut the cost of 
social security and national health insurance programs. 19  Steps taken by foreign govern-
ments to meet this challenge include (1) reducing the level of future benefits and (2) in-
creasing social security taxes. There are also a growing number of countries that allow 
voluntary private retirement accounts. The HR Journal provides a quick view of social 
security around the world. 
  As an increasing number of workers reach retirement age, the ratio of active workers to 
social security recipients will decline alarmingly. 20  Demographic projections in many 
countries show a consistent trend in the ratio of pensioners to social security contributors 
from the current 20 to 30 percent to nearer 40 to 50 percent over the next 40 years. The 
same demographic trends threaten the long-term financial security of Americans. These 
trends include longer life expectancy, an increasing risk of suffering long-term disability in 
old age, evolving work patterns, and new family norms. As a consequence the seniors of 
the 21st century will need more money than previous generations did to maintain their 
standard of living. 21  In addition, less than half of all employees work for a company that 
provides a private pension, so many retirees will rely on social security benefits and work-
ing longer (while delaying retirement). 22  
  The Social Security retirement benefit is free from state income tax provisions in about 
24 states and is entirely free from federal tax. There is, however, a taxation test that must 
be met to keep the benefit free from taxation. Beneficiaries who do not reach full retire-
ment age (FRA) are allowed to make only $14,160 (2011); $1 in benefits is deducted for 
each $2 above the annual limit. The Social Security benefit is reduced $1 for every $3 for 
those 65 to 69. A person who is 70 years old or older is not penalized for excess 
earnings. 
  Employers and employees must pay a payroll tax to fund Social Security benefits. Each 
party pays a tax of 6.2 percent (12.4 percent total) on the first $106,800 of the employee’s 
earnings. In 2011, the employee social security tax was reduced to 4.2 percent. Of the 
12.4 percent, 4.75 percent funds the Old Age, Survivors, Disability, and Health Insurance 
(OASDHI) program and 1.45 percent funds Medicare (Part A). An additional tax of 1.45 per-
cent is assessed on all earnings for Medicare. 
  A number of changes in the Social Security system are being considered in an attempt 
to control future costs and benefits. 23  Probable changes include (1) higher taxes on Social 
Security benefits; (2) participation of all state, local, and federal civil servants in the Social 
Security program; (3) beginning in the next three or four decades, longer work and later 
retirement; (4) dramatic changes in the Social Security, Medicare, and overall health care 
systems; and (5) reduction in benefits. 

 Workers’ Compensation 
 Employees who incur expenses as a result of job-related illnesses or accidents receive a 
degree of financial protection from  workers’ compensation  benefits. 24  The workers’ 
compensation programs are administered individually by the various states. Employers pay 
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the entire cost of workers’ compensation insurance. The cost of premiums is tied directly 
to each employer’s past experience with job-related accidents and illnesses. 
  All states plus the District of Columbia have workers’ compensation laws, but only one 
state, Texas, does not require participation. Eligibility for benefits varies from state to state. 
A percentage of the weekly wage of the employee with disabilities is provided for up to 
26 weeks. Benefits range from 60 to 75 percent of the average weekly wage. 25  Workers’ 
compensation claims have become increasingly expensive over the past 10 years, and these 
costs will escalate in the years ahead. 
  Workers’ compensation costs are growing faster than health care insurance expenses 
because of several factors: escalating fraudulent claims, the expansion of a “compensable 
injuries,” and fewer restrictions to eligibility for benefits than in health care plans. 26  There-
fore, many states are modifying their existing legislation. A growing number of states are 
providing workers’ compensation through alternative sources (a combination of life, dis-
ability, accident, and health or other insurance). A number of states added deductibles to 
their plans: Kentucky, Minnesota, Mississippi, Missouri, and Colorado. 27  

 Besides the United States, how many countries have 
social security programs? 

   a.  About 10 

   b.  Around 70 

   c.  Less than 90 

   d.  More than 170 

  What is you answer? The correct answer is  d . More 
than 170 countries have social security programs. The 
United States established its Social Security System in 
1935. Germany initiated the first social security system 
in the 1880s. Another 25 countries had social insurance 
in place before the United States. 
  The political debate about what to do with the U.S. 
Social Security program continues. There are some les-
sons to be learned from other countries. The issue of al-
lowing individuals to have private accounts is perhaps 
the most controversial. A few examples of what other 
countries are doing in terms of private accounts: 
  Chile—a system of mandatory private accounts was 
started in 1981. The traditional social insurance system 
is being phased out. Workers contribute 10 percent of 
their earnings into personal accounts. Assets in the pri-
vate accounts amount to $54 billion, nearly two-thirds 
of national output. Large fees of about 20 percent of the 
total deposited have eaten some of the glitter from the 
privatization system. Only about 60 percent of workers 
contribute to the personal account system. 
  Britain—Since 1978 workers have been permitted to 
stop paying into one of the state pension systems if they 
redirect part of their payroll tax to an approved private 
pension plan. 

  British retirees reserve modest payouts from the tra-
ditional state pension system. In 1988, worried that the 
baby-boomer retirement might eventually bankrupt the 
state system, the government allowed individuals to opt 
out of the supplementary state plan and set up private 
accounts. It also allowed employees to opt out of com-
pany pensions and use part of their payroll taxes to fund 
their new “personal pensions.” 
  Since the bursting of the high-flying stock market in 
2000 and 2008 fewer people have wanted the private 
accounts. The support for privatization is now lukewarm. 
  Mexico—since 1991, employees are required to con-
tribute 20 percent of each worker’s earnings into a pri-
vate savings account, and workers are given the option 
to make additional tax-free contributions. 
  Sweden—the system is pay-as-you-go, but there is a 
small tier of compulsory private savings. About 2.5 per-
cent of average earnings are credited to personal ac-
counts. The overall system is funded by payroll taxes of 
18.5 percent (in the U.S. payroll tax is 12.4 percent). 
The individual uses 2.5 percent of the total to fund 
“premium/personal accounts,” which taxpayers manage 
themselves. From about 660 mutual funds registered to 
do business in Sweden individuals can choose a maxi-
mum of five. 
  There is no perfect or best system as can be seen 
from the few examples and descriptions. 

  Sources:  Adapted from Matt Moffett (February 3, 2005), 
“From Nations That Have Tried Similar Pensions, Some 
Lessons,”  The Wall Street Journal ; “Social Security Around the 
World,” www.washingtonpost.com, accessed July 9, 2005; 
John Voss, “Social Security Programs Can Be Found Around 
the World” (April 7, 2004),  Columbus Federal Voice . 

HR Journal  Social Security: A Global Perspective 
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 Voluntary Benefits 

 In addition to the benefits required by law, many employers also provide other kinds of 
benefits voluntarily: compensation for time not worked, insurance protection, and retire-
ment plans. There are many differences in employers’ practices regarding these benefits. 
Exhibit 12–3 lists typical voluntary benefits by category. 

 Compensation for Time Off 
 Can you imagine going to work six days a week, 12 hours a day, 52 weeks a year—for life? 
That’s what life used to be like, although it has been shown that employees did not always 
work hard all that time. The concept of a paid holiday or vacation with pay did not exist. 
Now, most employers compensate for time that employees have not worked: break time, 
get-ready time, wash up time, clothes-changing time, paid lunch and rest periods, coffee 
breaks, and so on. Employers also pay employees when they are not actually at work—
holidays, vacations, sick leave, funeral leave, jury duty, and other personal leaves, such as 
to fulfill military obligations. The Bureau of Labor Statistics has reported that the avail-
ability and details of time-off benefits vary widely by size of the establishment. The smaller 
the business, the fewer the provisions for time off with pay. 28  Firms employing fewer than 
100 workers provide time off only for holidays or base time off on individual performance, 
while medium and large firms offer a full range of leave. 
  Vacations are generally a highly preferred benefit. Preferences for holidays vary, and 
lower-paid and female employees have stronger preferences for sick leave. Unions have 
negotiated hard for added time off to give their members more leisure and to create jobs. 
The sections below take a closer took at the time off offered by employers. 

  EXHIBIT 12–3  Typical Employee Benefits and Services 

  Paid leave  

 Holidays 

 Vacations 

 Sick leave 

 Rest time 

 Jury duty leave 

 Funeral leave 

 Military leave 

 Personal leave 

 Lunch time 

 Maternity leave 

 Paternity leave 

  Unpaid leave  

 Maternity leave 

 Paternity leave 

  Life insurance  

 Wholly employer-financed 

 Partly employer-financed 

  Medical care  

 Employee coverage: 

  Wholly employer-financed 

  Partly employer-financed 

 Family coverage: 

  Wholly employer-financed 

  Partly employer-financed 

  Dental care  

 Employee coverage: 

  Wholly employer-financed 

  Partly employer-financed 

 Family coverage: 

  Wholly employer-financed 

  Partly employer-financed 

  Other insurance  

 Sickness and accident 

  Wholly employer-financed 

  Partly employer-financed  

 Long-term disability 

  Wholly employer-financed 

  Partly employer-financed 

  Retirement  

 Defined benefit pension 

  Wholly employer-financed 

  Partly employer-financed 

 Defined contribution 

  Savings and thrift 

  Deferred profit sharing 

  Employee stock ownership 

  Money purchase pension 

  Miscellaneous  

 Reimbursement accounts 

 Flexible benefits plans 

 Education programs 

  Tuition reimbursement 

 Preretirement programs 

 Child care 

 Elder care 

 Financial services 

 Relocation services 

 Social and recreational 
programs 

  Services  
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 Paid Holidays 
 Probably the most frequently offered of these times off with pay are paid holidays. The 
typical number of paid holidays has been increasing. Currently, 10 or more paid holidays 
are provided to full-time employees. The most typical holidays are New Year’s Day, 
Memorial Day, July 4, Labor Day, Thanksgiving Day, and Christmas. The new minivacation 
dates created by Congress through federal law allow for three-day weekends in January for 
Martin Luther King, Jr. Day, in February for President’s Day, in May for Memorial Day, in 
October for Columbus Day, and in November for Veterans’ Day. 

 Paid Vacations 
 Another example of voluntary compensation offered for time not worked is paid vacations. 
The United States is the only major country that does not mandate paid vacations. In China 
workers receive three weeks. European Union countries average six weeks. Paid vacations 
are the  most expensive benefit  for American employers. Most organizations offer vacations 
with pay after a certain minimum period of service. The theory behind vacations is that 
they provide an opportunity for employees to rest and refresh themselves; when they re-
turn, it is hoped that they will be more effective. Employees have pressed for more leisure 
to enjoy the fruit of their labors. 
  Government and military employees traditionally have been given 30 days’ vacation 
per year. The typical vacation in the private sector is one week of paid vacation for an 

 Disability costs are like an iceberg to corporate America. 
The direct costs are like the snow-white cap employers 
can see; the indirect costs are like the bulky mass that 
hides under the waves waiting to sink the ship. Direct 
costs of managing workers’ disability claims include 
medical leave, short-term disability premiums, long-
term disability premiums, disability pensions, workers’ 
compensation, the disability component of Social Secu-
rity, and other miscellaneous accident insurance costs. 
Hidden costs include replacement wages, including 
costs of temporary help; lower productivity from re-
placement workers; overtime pay; higher potential for 
accident and illness claims from inexperienced workers; 
hiring costs; and training costs. Management or admin-
istration costs include claims administration; safety and 
health training; safety support personnel; and voca-
tional rehabilitation. 
  To reduce overall workers’ compensation claims and 
control the costs listed above, progressive companies are 
integrating workers’ compensation programs with safety, 
health, wellness, and health care programs. They are 
also devoting special attention to getting occupationally 
injured workers back to work as soon as possible. In fact, 
some benchmark programs actually move these workers 
to low-impact jobs and combine that with physical ther-
apy so that little or no work time is lost. Since total 
disability costs are running between 8 and 10 percent of 

payroll, switching to this approach—called “managed 
disability”—is very attractive. 
  An example of a company that has been extremely 
successful in controlling workers’ compensation claims 
and getting people back to work is Disney, Inc. First, the 
corporation self-insures and self-administers its workers’ 
compensation program. Common injuries at Disney’s 
theme parks are back, wrist, and knee sprains. Injured 
employees (“cast members”) are treated like customers. 
First aid centers are strategically located throughout the 
parks; pamphlets explaining workers’ compensation 
rights are passed out routinely to all employees; a com-
pany nurse visits or calls all injured workers and provides 
a detailed explanation of what the employee can and 
cannot do; and, if possible, individuals are transferred to 
a limited job program (like making pizza boxes) while 
they recuperate, so that minimal job time is lost. As a 
result, Disney has become a model in managing work-
ers’ compensation claims for such corporate giants as 
IBM, Xerox, and GTE. 

  Sources:  Adapted from Lisa Scotton (2009), “A New Approach 
to Disability Management,”  Risk Management,  Vol. 56, Iss. 9, 
pp. 54–55; Joseph McCafferty (1996), “Adding Insight to 
Injury,” CFO, Vol. 12, Iss. 6, pp. 55–62;  Chief Executive  (1994), 
“The Disability Imperative” (brief supp.), pp. 2–5; John S. 
Tortarolo and Phillip L. Polakoff (1995), “The Future of Disability 
Management Is Integration,”  Benefits Quarterly,  Vol. 11, Iss. 3, 
pp. 49–55. 

 HR Journal   Managing Workers’ Compensation Claims 
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employee of less than a year’s service and two weeks for 1 to 10 years’ service. Three-
week vacations are offered annually to veterans of 10 to 20 years, and four weeks to the 
over-20-year employees. In some firms, if employees don’t take their vacations by the end 
of the year or a specified date, they forfeit the vacation days. Also, in some firms, if an 
employee is sick during a vacation, rescheduling the vacation is permitted. 

 International Vacation Benefits 
 American employees earn higher real wages and have greater personal wealth than many 
foreign workers, but they receive substantially less paid vacation than their international 
counterparts, especially those in Western Europe. For example, workers in Western Europe 
get a guaranteed four or five weeks regardless of length of service. 29  In Japan, workers re-
ceive vacation leave comparable to that in the United States, but employees must often be 
forced to take time off. Research on vacation patterns in Europe has shown that unions were 
an important factor in achieving longer vacations for all employees. If unions in the United 
States were allowed to be as politically active as they are in Europe, vacation schemes here 
would be more comparable to the rest of the industrialized world. Exhibit 12–4 compares 
vacation allowances globally. 

 Personal Time Off 
 Many employers give employees paid time off for funerals, medical and dental appoint-
ments, sickness in the family, religious observances, marriage, personal-choice holidays, 
and birthdays. If an organization uses flextime scheduling, the need for time off is mini-
mized. A BNA survey found that 9 out of 10 medium and large firms provide paid jury 
duty; 9 out of 10 provide paid leave for funerals of close relatives; and 7 out of 10 provide 
paid leave for military duty. Typically, in this last case, the pay is the difference between 
normal pay and military pay. Many policies apply to leaves for personal reasons, such as 
sickness in the family or marriage. 

 Sick Leave 
 Most employees of medium and large firms are protected from loss of income during short-
term disability due to non-work-related sickness or injury. 30  In most situations, organiza-
tions allow and pay for one sick day per month or 12 per year. The employee would receive 
full pay for this time period. This benefit usually accrues over time, but upon termination 
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most organizations do not pay for any sick leave not taken. An exception to this policy is 
state and federal employees, who can accrue sick leave and get paid for the balance of un-
used leave upon termination. Sick leave is always funded entirely by the employer. Benefits 
may vary by length of service; and some companies will pay reduced sick leave benefits for 
a specified length of time when the employee exceeds those guaranteed at full pay. More 
white-collar employees than blue-collar employees are covered by sick leave provisions. 
Accident and sickness insurance plans are more common with blue-collar employees. 31  A 
physician’s written excuse is often necessary in order to be eligible for pay and to return to 
work if the illness is longer than three days. 32  
  A liberal sick-leave policy can cause  excessive  absenteeism. It may communicate that 
the company does not value good attendance. Some firms use  sick-leave banks  to cut down 
on sick leave. Employees deposit a set portion of their earned sick-leave days into a com-
pany pool. Should an employee use all of his or her compensated sick leave, an application 
for withdrawal from the sick-leave bank can be made. However, these requests are care-
fully screened by a committee. The sick-leave bank has psychological benefits. Members 
become conservative in using banked days, using only what they need so that co-workers 
will have what they need in case of long-term illness or accidents. 

 Family Leave 
 The typical nuclear American family—husband, wife, and two children—made up 40 per-
cent of all households in the mid-1970s. In 2004, this model fit less than 10 percent of all 
families. The number of families headed by a single provider increased by 89 percent be-
tween 1980 and 2009, and the trend continues. Females heading families with children un-
der the age of 18 increased significantly between 1980 and 2009, from 5.5 to 8.4 million. 
Approximately 8 percent of all adults will never marry and more than 20 million young 
adults have had to move back home because they could not afford to live on their own. 33  
With most industrialized nations providing generous family leave for employees the United 
States passed the Family and Medical Leave Act  (FMLA)  into law in February 1993. 
  Generally, FMLA stipulates that most employers with 50 or more employees must pro-
vide up to 12 weeks of unpaid leave to eligible employees during any 12-month period. 34  
The stated purpose of this act is to allow employees to balance the demands of the work-
place with the needs of family members. The birth of a child, adoption or placement of a 
foster child, and the serious illness, injury, or mental condition of a family member are 
events that qualify for FMLA. 35  Employees must have been employed for a full 12 months 
to be eligible, and the employer must continue group health insurance during the leave. 36  
The employee must be allowed to return to the same job or an equivalent job. FMLA au-
thorizes the Department of Labor to investigate and resolve any complaints by employees. 
Requirements are especially significant for small to medium-sized firms, which may not be 
able to meet all of the act’s requirements. 

 Maternity and Parental Leave 
 The demands faced by expectant employees and working parents have created pressures to 
further accommodate childbirth, adoption, and child-rearing responsibilities for both 
women and men. The Pregnancy Discrimination Act of 1978, an amendment to Title VII of 
the Civil Rights Act, requires that pregnancy be treated just like any other temporary dis-
ability. Before the act, temporary disability benefits for pregnancy were paid in the form of 
either sick leave or disability insurance, if at all. Maternity leave and benefits are usually 
limited to six weeks, with or without pay. In addition to maternity leave, a few organiza-
tions provide paternity leave. 
  Increased foreign competition and the growth of international business will also have an 
impact. 37  Parental leave policies are already established in Western Europe. For example, 

 HRMemo   The 
Family Medical 
Leave Act has been 
expanded in recent 
years. The National 
Defense Authorization 
Act (NDAA) of 2010 
amended the FMLA to 
allow family members 
of veterans who are 
wounded during active 
duty to take up to 
26 weeks of leave (for 
up to 5 years) after 
the veteran leaves 
the service. Also, the 
Department of Labor 
recently clarifi ed the 
defi nition of “son 
and daughter” 
suggesting the FMLA 
covers any employee 
who is the caregiver 
for a child (regardless 
of biological or legal 
status). This broader 
interpretation allows 
same-sex parents to 
take advantage of 
the FMLA. 

  Sources:  Allen Smith 
(August 2010), “FMLA to 
Cover Same-Sex Parents,” 
 HR Magazine , Vol. 55, Iss. 8, 
pp. 13–14; Allen Smith 
(December 2009), “FMLA 
Amended to Expand Military 
Family Leave,”  HR Magazine , 
Vol. 54, Iss. 12, pp. 11–12. 
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Germany has a complex set of special benefits including health and financial protection for 
pregnant women and young parents. Sweden has the most comprehensive and best-funded 
parental leave policy. The experience with family leave policies in Europe offers several 
lessons: A limited program of leave entitlements has a positive effect on productivity and 
creates few problems for employers; basic coverage should be established by law, giving 
employers the option to extend or embellish it; and basic parental leave benefits should 
carry some form of financial payment. 

 Employer-Purchased Insurance 
 The many risks encountered throughout life—illness (including drug dependency and 
AIDS), accident, permanent disability, and death, among others—can be offset by buying 
insurance. Midsized and large employers can buy insurance more cheaply than can indi-
vidual employees, so employer-sponsored insurance is a preferred benefit. Historically, 
insurance premiums were paid in full by the employer, but in the current business environ-
ment of decreasing benefits the employee is being forced to pay an increasing share of the 
expense. Three major forms of insurance are involved: health, life, and disability income 
replacement. 

 Health Insurance 
 Rising health care costs have reached crisis proportions in the United States. 38  Total health 
care spending accounted for 17.6 percent of gross domestic product in the United States in 
2009. This is over eight percentage points higher than the average of 9.5 percent in OECD 
countries. The cost of health care shows no signs of decreasing. From 2007 to 2009, the 
average annual increase in health care costs in the United States has remained at 6 percent; 
triple the rate of inflation. 39  It comes as no surprise that fewer employers are offering their 
employees health coverage. In 2009, approximately 60 percent of employers offered health 
plans to their employees; this percentage is down slightly from the 2008 figure of 63 per-
cent. 40  Also, 21 percent of companies reported reducing the amount of benefits offered to 
employees and 15 percent stated that they increased employees’ share of the premiums. 41  
As of 2010, over 50 million Americans had no health insurance. 42  
  Several factors are contributing to the ever-increasing costs of health care: increasing 
health care labor costs, more sophisticated technology and costly tests, rising malpractice 
insurance premiums, oversupply of hospital beds, overutilization of fee-for-service medi-
cine, and consumers’ belief that health coverage is an entitlement. 
  Studies indicate that employees prefer health insurance over most other benefits. Typi-
cally, health insurance includes hospitalization (room, board, and hospital service charges), 
surgical fees (actual surgical fees or maximum limits), and major medical fees (maximum 
benefits typically $5,000 to $10,000 beyond hospitalization and surgical payments). Most 
employees get basic coverage. Plans for salaried employees typically are of the major med-
ical variety and provide “last-dollar coverage.” This means that the employee must pay the 
first $500 of the cost or a similar deductible each year. Benefits may be based on either a 
specific cash allowance for various procedures or a service benefit that pays the full amount 
of all reasonable charges. The Your Career Matters provides additional details on some cur-
rent trends in employer-sponsored health care plans. 
  The specific types of health care coverage vary from organization to organization. 
Traditional membership programs like Blue Cross/Blue Shield pay for both physician and 
hospital expenses as these costs are incurred. However, this approach is not preventive and 
does nothing to encourage lifestyle changes that might lead to fewer claims. To comply 
with the Health Maintenance Act of 1973, it became necessary for businesses to provide 
alternative health care plans. 43  As claims and costs escalated and more expenses were 
shared with employees, two new alternative approaches were offered: health maintenance 
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organizations  (HMOs)  and preferred provider organizations (PPOs). These, and similar 
schemes, are known as managed care. 

 Health Maintenance Organizations 
 A health maintenance organization is distinctly different from the traditional health care 
plan. An HMO is a medical organization consisting of medical and health specialists offer-
ing both outpatient and hospital coverage for a fixed monthly fee. All HMOs have one 
common element: prepayment for comprehensive health care that promotes preventive, 
healthy lifestyles. To operate efficiently, HMOs contain costs. Although increasingly popular, 

 Keeping abreast of escalating health care costs and com-
pany health care plans is important for operational and 
HR managers alike as health care costs continued to es-
calate over the past several years. According to the U.S. 
Department of Health and Human Services, national 
health expenditures reached $2.5 trillion in 2009 (or, 
over $8,000 per person), which accounted for 17.6 per-
cent of the nation’s gross domestic product. There’s no 
sign that this trend will stop anytime soon. Health care–
related expenses are projected to increase an average of 
6.1 percent per year from this year until 2019. 
  With the staggering cost of health care continuing to 
rise, will employers eventually stop providing employees 
with health care plans? Some probably will. However, 
many other employers will continue to offer health care 
benefits because they know that these benefits help 
attract and retain valued employees. One lower-cost 
health care plan that is growing in popularity is known 
as the “consumer-directed health plan (CDHP).” Offered 
by about 60 percent of companies in 2011, a CDHP is a 
“high deductible policy combined with a health savings 
account.” Employees generally end up paying more for 
these plans but have greater flexibility in choosing how 
to spend their money with regard to health services. 
Both the company and the employee can make contri-
butions to the health savings account. The company’s 
contribution is tax-free and the employee’s contribution 
is made with pretax dollars. As long as an employee’s 
deductible is $1,200 or more per year, the employee 
can contribute up to $3,050 to the health savings 
account. In 2013, the employee’s contribution will be 
limited to $2,500 per year. This money can be used for 
medical expenses and prescription drugs—even if the 
employee switches jobs or retires. 
  Research suggests that CDHPs are helping control 
employers’ health care costs. For organizations with 
over half of their employees enrolled in a CDHP, two-year 

cost savings of up to 25 percent have been reported. 
Some experts suggest that this savings is being partly 
driven by the fact that employees who enroll in CDHPs 
(thus, pay higher deductibles and pay into their own 
health savings accounts) are more likely to engage in 
behaviors that end up reducing health care expendi-
tures in the long run, including: 

 • Choosing low-cost or generic prescription drugs 
when available. 

 • Talking to doctors about affordable treatment 
options. 

 • Negotiating lower treatment prices with doctors. 

 • Taking better care of themselves through preventive 
measures like smoking cessation, weight loss, and 
enrollment in exercise programs. 

 What does the future hold? No one knows for sure, but 
as health care costs continue to increase at triple the 
rate of inflation for the next 10 years, employers will 
continue to try to control costs of health care plans by 
shifting more and more of the cost to employees. Given 
this trend, employees will need to take a more active 
and consumer-oriented role in managing their health 
care expenditures, while operational and HR managers 
will need to rely less on health care benefits and more 
on other means to attract and retain talent. 

  Sources : Adapted from http://www.cms.gov/nationalhealth
expenddata/25_nhe_fact_sheet.asp (accessed on July 19, 2011); 
Kimberly Lankford (November 2010), “Ease the Pain of Higher 
Health-Care Costs,”  Kiplinger’s   Personal Finance  Online, http://
www.kiplinger.com (accessed July 19, 2011); Lale Iskarpatyoti 
(First Quarter, 2010), “What’s Next for Consumer-Directed Health 
Plans?”  Benefits Quarterly,  Vol. 26, Iss. 1, pp. 39–42; Stephen Miller 
(May 2010), “Health Reform Alters Consumer-Directed Health 
Plans,”  HR Magazine,  Vol. 55, Iss. 5, pp. 14–15; Stephen Miller 
(April 2009), “Employer’s 2009 Health Cost Increases to Stay at 
6 Percent,”  HR Magazine,  Vol. 54, Iss. 4, pp. 13–14. 

 Your Career Matters    Employer-Sponsored Health Care Plans: 
What Managers Should Know 
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especially with employers, the fact that an enrollee may have to leave his or her family 
doctor for one who works with the plan has caused resistance among employees. 

 Preferred Provider Organizations 
 A  PPO  is a health care plan based on agreements between doctors, hospitals, and other related 
medical service facilities with an employer or an insurance company. They provide services 
for a fixed fee. A precise definition of PPOs is difficult to give, but most include a select panel 
of providers, an emphasis on cost efficiency, marketing to purchasers rather than users, and 
some flexibility in choice of providers, together with financial incentives to use selected pro-
viders. PPOS, like HMOs, must provide cost-efficient health care and emphasize cost contain-
ment in order to compete. Cost controls include obtaining discounts from providers, using 
payment schemes to pass some risk back to providers, and using utilization controls. 

 Consolidated Omnibus Budget Reconciliation Act of 1985 
 Section 162 (k) of the Consolidated Omnibus Budget Reconciliation Act of 1985  (COBRA)  
stipulates that employers with more than 20 employees are required to offer continuation 
of health care coverage for 18 to 36 months after termination of an employee. COBRA 
has been amended three times since 1985. 44  The act requires most employers to offer 
employees who leave the company the option of remaining members of the company’s 
group health plans. Usually, employees who leave the company may extend coverage, at 
their own expense, for up to 18 months after termination. For employees who were dis-
abled when they left the company or who were working reduced hours, coverage can be 
extended to 29 months. COBRA explicitly states that spouses and children of covered 
employees can continue their coverage even if the employee dies or becomes eligible for 
Medicare. Disabled qualified beneficiaries can be charged up to 150 percent of the plan’s 
applicable premiums since the passage of the Omnibus Budget Reconciliation Act of 
1989 (OBRA). 
  If an employer fails to comply with COBRA and OBRA regulations, the employer will 
not be allowed to deduct contributions made to that or any other group health plan. 

 Long-Term-Care Legislation 
 The number of Americans older than 65 will double over the next 20–25 years. 45  Many 
private firms have already begun to provide long-term-care insurance. Originally long-term 
health care covered nursing home stays only; but plans have become increasingly innova-
tive, offering more flexible benefits including home care delivered by professionals or fam-
ily members. The largest group of employees with comprehensive long-term coverage is 
members of the United Auto Workers union working for General Motors, Ford, and Chrysler 
Corporation. 46  Long-term plans are funded by employees’ contributions. 

 Life Insurance 
 Group life insurance is one of the oldest and most widely available employee benefits. 
Almost all full-time employees of medium and large private firms are covered, and close to 
two-thirds of full-time employees of small firms also receive coverage. 47  Life insurance 
benefits are the traditional means of providing financial support for survivors following an 
employee’s death. This insurance usually provides a lump-sum benefit to the designated 
beneficiary. Most plans include coverage for retirees and dependents of employees. Many 
also allow employees to increase the value of the policy at attractive group rates. In the 
majority of plans, the employer pays the whole premium for the employee; approximately 
12 percent of all employers require employees to assist in financing the plan. In a typical 
program for a large company, the amount of insurance provided by the plan increases as 
salary increases, the typical amount being twice the salary. 
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 Disability Income Replacement Insurance 
 What happens to employees who have accidents at work that leave them unable to work, 
temporarily or permanently? Workers’ compensation pays a very small part of these costs, 
since it was designed primarily to take care of short-term disability. Employer-funded 
long-term disability insurance is designed to cover these cases, with payments supplement-
ing benefits from workers’ compensation, Social Security, and other agencies. 
  Approximately one-third of the plans provide survivors’ benefits equal to the employ-
ee’s monthly benefit for a limited time. The duration of short-term disability benefits aver-
ages 26 weeks. Long-term disability income replacement plans are designed to kick in 
after six months of short-term benefits along with other permanent disability benefits such 
as pension payments and Social Security. The goal of long-term benefits is to provide 
employees with at least half pay until pension time. 
  The majority of employees covered by income replacement insurance are blue-collar 
workers receiving lump-sum payments. For other employees, coverage is tied to salary 
level. Some disability payments are very large. A roofer in Georgia who fell at work and 
was permanently disabled received over $5 million. 

 Income in Retirement 

 Most elderly Americans believe that security in the later years rests on a three-legged stool 
consisting of Social Security, savings, and private pensions. In 2010, Social Security and 
private pensions combined provided approximately 40 percent of retirement income. More 
and more retirees will have to finance retirement by going back to work or remaining in the 
workplace longer. When these factors are combined with increasing longevity and inflation, 
many retirees are finding it more and more difficult to maintain the same standard of living. 
  All of the legs of the stool are wobbling. Personal savings are no longer considered a 
secure nest egg. Americans are noted for their anemic savings rates. Real estate invest-
ments no longer have a guaranteed payoff for the retiree with a paid-off home. The health 
of Social Security is still at risk because of deficit spending, and many private pensions 
have been defunded. Therefore, it is important to examine employees’ savings patterns 
including individual retirement accounts (IRAs), simplified employee pension IRAs 
(SEP-IRAs), and private pensions. 

 Retirement Income from Savings and Work 
 Personal savings are an increasingly important source of retirement income. Studies find 
that people save more if their incomes are high. Employees covered by private pensions are 
more likely to save money for retirement than those without them. After Social Security 
was mandated, there was little change in personal savings rates until the mid-1970s. As 
people were forced to pay escalating Social Security taxes, their personal savings for re-
tirement tended to decline. Thanks to medical science and improved lifestyles, people are 
living longer and so need to save more for retirement. More retirees may have to return to 
work to supplement Social Security payments in order to maintain the standard of living 
they desire. However, Social Security does not allow much work after retirement, so the 
law and the needs of retirees are in conflict. 

 Individual Retirement Accounts (IRAs) 
 Any employee can make annual tax-free contributions of up to $3,000 to an individual re-
tirement account  (IRA)  even if he or she is already enrolled in a company pension plan. 
These funds are tax-deferred until the employee retires, shifting the tax burden to later 
years when lower personal income would equate to lower taxable income. 
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 SEP (Simplified Employee Pension) IRAs 
 Only 12 percent of small firms with fewer than 10 people are covered by a pension, com-
pared with 82 percent where payroll is 250 employees or more. 48  Small companies can 
implement simplified employee pension IRAs (SEP-IRAs) for each of their employees, 
however. What the company actually does is finance an individual retirement account for 
each employee. Maximum annual contribution to each account is $40,000 or up to 25 per-
cent of compensation, whichever is less. Business contributions to the accounts are tax-
deductible and are not subject to Social Security or unemployment taxes. Funds are taxable 
when withdrawn upon retirement. 49  

 401(k) Plans 
 Internal Revenue Code Section  401(k)  allows employees to save on a tax-deferred basis 
by entering into salary deferral agreements with their employer. The 1981 law permitted 
maximum salary deferral of $30,000 annually. The 1986 Tax Reform Act, however, 
reduced the salary deferral to $7,000, subject to slight increases as the cost of living 
increases. In 2005 the dollar limit on the amount a person can defer is $14,000. Deferrals 
to a 401(k) plan must be coordinated with other salary deferrals if the individual par-
ticipates in other plans. The 401(k) plan helps employees save for retirement and en-
courages saving. 50  In some plans, employers match employees’ contributions. Most 
employees prefer 401(k)s to IRAs, and the number of firms offering such plans has risen 
dramatically in the last 10 years. 
  Some firms are using web-centric 401(k) systems and finding that employees enjoy the 
access and freedom to review their balances. The HR Journal discusses the value provided 
by web-centric 401(k) plans. 

 A few decades ago, the 401(k) was an innovative, but 
obscure new retirement benefit. In 2011 there are over 
55 million participants and $2.9 trillion in 401(k) assets. 
The 401(k) is the most popular retirement plan and, in 
many cases, represents an individual’s most substantial 
financial assets. 
  Managing a 401(k) plan is time-consuming and a 
paper-intensive process. Web technology is beginning to 
play a major role in helping participants make decisions 
about their 401(k) balances and plans. Today over 50 per-
cent of existing 401(k) plans provide online access. 
  Several factors are fueling the online trend. Compa-
nies are asking leaner HRM staffs to do more with less 
and to leverage corporate investments in international 
intranet technology to control costs. 
  Respondents to company surveys indicate that web 
technology enables them to control the costs of sup-
porting investment changes, loans, deferral changes, 
investment education, and plan enrollment. 
  Participant inquiries on the web are estimated to cost 
one-tenth as much as those by telephone. 

  A web-centric 401(k) is able to streamline and auto-
mate traditionally tedious procedures such as loan 
approvals, can enable sponsors to eliminate waste and 
paper, and can help employees answer quickly com-
monly asked questions. Employers can execute transac-
tions with one click, view real-time account data, have 
their accounts automatically rebalanced, and be 
prompted by automated e-mail alerts when action or 
review is needed. 
  The web-centric 401(k) plans are a combination of 
high tech and high-touch. More and more employees 
like the access to their balances so that they can track 
what is happening on a real-time basis. Employee retire-
ment planning is made easier when the web-centric 
system for 401(k)s is available. 

  Sources:  Adapted from Margaret Collins and Elizabeth Ody 
(March 31, 2011), “Big Banks Go after 401(k) Trillions,” 
 Bloomberg     Businessweek  Online, http://www.businessweek.com 
(accessed on July 18, 2011); J. Spencer Williams (December 
2001), “The Web-Centric 401(k),”  Employee Benefits Journal , 
pp. 38–39. 

 HR Journal   Self-Service and the 401(k) 
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  Private pensions are a relatively new benefit. Globally there are nearly 100 million 
private pension participants in Australia, Canada, France, Germany, Japan, the Nether-
lands, Switzerland, the United Kingdom, and the United States. 51  Virtually no other 
country has private pension coverage. Prior to 1950, less than one-sixth of the nonagri-
cultural workforce was covered. In the 1950s coverage was doubled; and by 1960, about 
15 million workers were covered. After the era of merger mania in the 1980s, many pri-
vate pension plans were defunded. In the United States, private pension participation is 
at an all-time low of only 43 percent of the labor force. Only 21 percent of self-employed 
workers are covered. 52  

 Government Regulation of Private Pensions 
 The law regulating private pensions is the Employment Retirement Income Security Act 
 (ERISA)  of 1974 and its subsequent amendments. ERISA was designed to cover practi-
cally all employee benefit plans of private employers, including multiemployer plans. 
Basically, the legislation was developed to ensure that employees covered under pension 
plans would receive the benefits promised. Existing regulations were tightened in 
ERISA, but the major impact of the law is in the minimum standards established, which 
all private pension plans are required to meet. ERISA does not require an employer to 
have a private pension plan. In fact, many existing private pension plans were terminated 
so they would not have to meet ERISA’s requirements. The major provisions of the law 
are summarized in Exhibit 12–5. 

  EXHIBIT 12–5 
Major Provisions of 
ERISA 

  Eligibility requirements  

 Organizations are prohibited from establishing requirements of more than one year of service, or 
an age greater than 25, whichever is later. 

  Benefits formula  

 A benefits formula expresses the relationship between wages and salaries earned while 
employed and pension paid. Most benefits formulas are based on the average of the final 
several years of employment. The actual pension benefits is determined by multiplying the 
average earnings times the number of years of service times the stipulated percentage, 
generally between 1 and 3 percent. 

  Vesting  

 Vesting is the right to participate in a pension plan. It is based on the length of time a worker 
must be employed before he or she has a right to a pension or a portion of it should the 
employee quit. 

  Portability  

 Portability is the right to transfer pension credits accrued from one employer to another. It 
becomes possible when several employers pool their pensions through reciprocal agreements. 

  Fiduciaries  

 Fiduciaries are people responsible for pension trust funds. The “prudent man” rule is established 
as the standard for handling and investing pension plan funds. Fiduciaries may not (1) deal with 
the fund for their own accounts; (2) receive personal consideration from any party dealing with 
the fund; (3) make loans between the fund and a party-in-interest; or (4) invest more than 
10 percent of the assets of the pension plan in securities of the employer. 

  Reporting/Disclosure  

 The law requires the employer to provide employees with a comprehensive booklet describing 
major plan provisions and to report detailed financial information on the plan annually to the 
Secretary of Labor. 
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 Pension Benefits 
 A  defined benefit pension plan  specifies the benefit workers will get at retirement. 
The amount typically is a fixed monthly income for life or a variation of the lump-sum 
cash payment. The employer is responsible for annually contributing an amount into a trust 
fund so that the money will be sufficient to pay the promised benefit. Contributions are 
calculated actuarially and are based on variables like how long the participants are ex-
pected to live, their lifetime earnings, and how much return the trust portfolio will receive 
annually. Pension payout formulas vary widely. For example, the University of Houston 
pays an employee with 30 years of service and an average annual salary of $50,000 a pen-
sion of $22,700 per year. 
  A  defined contribution pension plan  usually specifies the employer’s contribu-
tion but cannot predetermine the employee’s actual pension benefit. The plan establishes 
rules for contributions; the money is invested and projections are offered as to probable 
retirement income levels. Defined contribution plans include savings and thrift accounts, 
profit-sharing plans, money purchase pensions, and stock ownership plans. Recently, 
many of these plans are being funded with employees’ contributions to tax-deferred 
vehicles like 401(k) plans. 
  Both types of plans specify age or length of service (or both) needed to receive full 
retirement benefits. For example, the plan may make full benefits available if any one of 
the following requirements is met: (1) age 65 with five years of service; (2) age 60 with 
20 years of service; or (3) age 55 with 30 years of service. 

 Employee Services 

  Employee services  is something of a catchall category of voluntary benefits, including all 
other benefits or services provided by employers. These are such varied programs as cafe-
terias; saunas and gyms; free parking lots; commuter vans; ability to purchase company 
products at a discount; and death, personal, and financial counseling. Several of the ser-
vices more frequently provided will be discussed here. 

 Stock Ownership Plans 
 Many companies encourage employees to purchase company stock (often at advantageous 
prices) to increase their incentive to work, their satisfaction, the quality of their work, and 
to reduce absenteeism and turnover. Purchase plans often allow for payroll deductions or 
company financing of the stock. Sometimes, the company will agree to buy the stock back 
at a guaranteed rate if it appears that the employee would take a significant loss. Compa-
nies use these plans for the same reasons as they do profit-sharing plans: When employees 
become partners in the business, they work harder. 

 Education Programs 
 Many organizations support off-the-job general education for their employees. Employees 
can receive up to $5,250 annually in tax-free educational assistance benefits from their em-
ployers under Section 127 of the Internal Revenue Code. 53  Reimbursements for graduate-
level courses are taxable for employees. The nontaxable status of other tuition reimbursement 
plans is uncertain. Despite this uncertainty, employers still offer a broad range of educa-
tional benefits. The typical user of the program earns between $10,000 and $40,000 annu-
ally. About 71 percent of all reimbursements are for undergraduate courses. Eighty-five 
percent of employees who are eligible to participate do so. The two categories of employees 
who are most likely to participate are salaried full-time and nonunion hourly personnel. 
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 Preretirement Programs 
 Because of the continued trend toward early retirement, companies are increasingly offer-
ing employees a preretirement planning program. Preretirement programs may include 
seminars, booklets, other informational materials, and even retirement rehearsals or 
phased-retirement plans. More than 75 large corporations like Merck, Atlantic Richfield, 
and Alcoa have adopted the National Council on the Aging’s retirement planning program. 
Basic topics in most preretirement programs include health, money management, legal 
issues, and housing. The ideal program is presented over time, each session dealing in 
depth with one particular issue. 54  

 Child Care 
 Each day many parents around the country fail to come to work or to find employment 
because they cannot find adequate and affordable child care. An increasing number of 
employers, both large and small, are responding with company-sponsored child-care 
programs. Alternatives include flexible work hours, establishing workstations at home, 
offering lists of available child-care facilities, and providing on-site programs. Follow-up 
studies of companies offering these programs have consistently revealed that absenteeism 
and turnover fall while job satisfaction, productivity, and loyalty soar. 55  

 Elder Care 
 The population of the United States is getting older, and eventually many of these people 
are likely to need additional care and support from professional health service providers, 
friends, and family. In 2010, there were over 40 million Americans aged 65 and older. This 
demographic made up 13 percent of the population. By 2050, the number of Americans 
65 and older is expected to double to over 88 million or 20 percent of the population. 56  
Research shows that at least 20 percent of all employees already provide assistance to one or 
more elderly relatives or friends. On average, these employees spend between 6 to 35 hours 
per week providing this care. At least 50 percent of these employees also have children at 
home. The burden falls more heavily on the working women, who traditionally took care 
of elderly relatives and did not work outside the home. The employee who is also a care-
giver to seniors experiences the following problems: missed work (58 percent), loss of pay 
(47 percent), and less energy to work well (15 percent). The employers of these individuals 
experience problems as well: extensive telephone calls, tardiness, excessive absenteeism, 
unscheduled time off, and loss of concentration because of concern for the dependent per-
son’s (or persons’) welfare. The result is reduced productivity. 
  Elder care, including providing disability insurance for employees that covers nursing-
home care for elderly relatives, is an emerging employee benefit. Employee services 
provided include referrals for day care for seniors, nursing home referrals, and training 
programs that deal with caregiving. 

 Financial Services 
 Some organizations help and encourage their employees to save funds through employee 
savings plans, credit unions, and thrift plans. Essentially, savings plans encourage thrift by 
matching all or part of an employee’s contribution, up to about 5 percent of the wage or 
salary. Credit unions help employees by providing loans at reasonable and market-competitive 
rates of interest. 
  In thrift plans, most funds are often invested for distribution at retirement. When com-
panies have thrift plans, about 85 percent of employees participate. 
  Financial planning services are also offered, especially to executives and professional 
personnel. 57  For example, General Motors arranges for tax and accounting firms to provide 
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free financial planning for its top 10 percent of executives (about 400 individuals). 58  For a 
fee of about $300 to $1,000, MetLife offers a variety of services to help employees manage 
their finances, from buying an automobile to estate planning. Over 2,500 companies have 
signed up for this program. 59  

 Social and Recreational Programs 
 Today, more than 50,000 organizations provide recreation facilities for employees, on or 
off the job. 60  Some experts foresee a growing trend to release employees from work time to 
participate in company-sponsored sports activities. These activities are intended to keep 
employees physically fit and tie them to their employers. 
  There are no available studies of the value, if any, of such benefits to the employer. 
These plans could be extensions of the paternalistic antiunion activities of some employers 
in the 1920s and later. Studies of employees’ preferences indicate that recreational services 
are the least preferred of all benefits and services offered by organizations. 

 Flexible Benefits Plans and Reimbursement Accounts 

 It is apparent from the preceding discussion that employers have traditionally offered their 
workers benefit plans in a number of areas such as health care, life insurance, and retire-
ment. Typically, the only choice the employee has is between one plan and another in any 
given area—for example, between a commercial health insurance plan and a health main-
tenance organization. With the continued escalation in the cost of benefits and the diversity 
of the labor force, two new approaches to offering benefits have attracted considerable 
attention—flexible benefits and reimbursement accounts. 
  A  flexible (cafeteria) benefits plan  allows employees to choose between two or 
more types of benefits. Common choices include health care, life insurance, disability 
insurance, and the option of receiving cash to spend on coverage in the open market. 
 Reimbursement accounts  or  flexible spending accounts  provide funds from 
which employees pay for expenses not covered by the regular benefits package. The 
accounts are usually pretax deductions so that the employee saves on federal taxes. 
Funds can be allocated for unreimbursed health care, child care, and care for relatives 
who are elderly or disabled. 
  Flexible benefits and reimbursement accounts can increase employees’ satisfaction and 
save employers from spending money on coverage that the employees don’t want. 61  These 
plans provide for benefit trade-offs and cost sharing. However, sufficient coverage must 
be provided in key areas like health care, life insurance, and disability regardless of the 
choices made by the individual employee. Flexible plans that can easily self-adjust to 
changing circumstances and costs should also be designed. 
   NCR  corporation has adopted what is called a “customer oriented benefits plan.” 
This plan allows employers to exchange some of their base salary for greater coverage of 
specific and preferred benefits. The NCR plan is illustrated in Exhibit 12–6. 

 HR Challenge  (continued from page 359)

 After talking to other presidents and reading some literature that Pete gave him, Carl better 
understood Pete’s conservatism about benefits and services. Carl reviewed what researchers 
have found and became convinced that pouring money into benefits and services doesn’t 
mean that absenteeism will decrease, production will increase, or loyalty will improve. 
“Employees have simply come to expect employers to provide competitive benefits and 
services,” Carl thought. “I’m sure glad Pete brought this to my attention.” 
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 Managing an Effective Benefits Program 

 When top managers make decisions about benefits and services, they must consider the 
following facts: 62  

 • Mandated programs must be funded. 

 • There is little evidence that benefits and services really motivate performance. Nor do 
they necessarily increase satisfaction. 

 • Most employees view benefits and services as entitlements. 

 • Unions, competitors, and industry trends continue to pressure managers to provide or 
increase voluntary benefits. 

 • Costs of benefits and services continue to escalate dramatically. 

  To manage a benefits program effectively, certain steps are necessary. Four of these are 
discussed next. 

 Step 1: Set Objectives and Strategy for Benefits 
 There are three strategies for benefits: 

 1.  Pacesetter strategy.  Be first with the newest benefits employees desire. 

 2.  Comparable benefits strategy.  Match the benefits programs similar organizations offer. 

 3.  Minimum benefits strategy.  Offer the mandatory benefits and those that are most desired 
and least costly. 

A Costs: Please modify this “base” benefit package into another which you would
most prefer, bearing in mind that selecting different levels will impact your cash
pay (see box to right).

Base Benefit Package
Chosen Benefit Package
Change in Cash Pay

ALTERNATIVE LEVELSFEATURE

Opt Out

–$4,800

HMO

–$800

Traditional–Basic
Current A

Base

Traditional–
Enhanced

+$1,000

PPO

+$1,300

Medical
Plan

Opt Out

–$840

50% of Your Salary
Current A

Base

60% of Your Salary

+240

70% of Your Salary

+480

Long-Term
Disability Plan

None
A

Base

1 Times Your Salary

+$240

2 Times Your Salary
Current

+$480

3 Times Your Salary

+$720

4 Times Your Salary

+$960

Life
Insurance

None

–$1,800

3% Match 5-Year
Vesting

+$1,200

6% Match 5-Year
Vesting

Current A
Base

6% Match 5-Year
Vesting

$900

10% Match
No Vesting

$2,400

401(k) Plan

None
Current

–$180

3-Day Leave
A

Base

12-Week Leave
1/2 Salary

+$540

12-Week Leave
Full Salary

+$1,800

Paid Parental/
Family Leave

$11,460
$11,460
$0

  EXHIBIT 12–6  Administering the Benefits Program 

 Source: “Employee a Customer,” Lynn Gaughan and Jorg Kasparek, NCR Corp., and John Hagens and Jeff Young (September 2000),  Workspan  ,  pp. 31–37. 
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  The decision about which strategy to use is made on the basis of management’s goals. 
The third strategy may be chosen because of inability to pay more benefits or because 
management believes the employees want more pay and fewer benefits. Before costly ben-
efits and services are offered, management must set objectives that fit its benefits strategy. 

 Step 2: Involve Participants and Unions 
 It is wise to permit (and encourage) employees’ participation in decision making on bene-
fits and services. When employees share in these decisions they show more interest in 
them. One way to let employees participate in the decisions is to poll them with attitude 
surveys. Another is to set up employee benefits advisory committees. 
  When the organization is unionized, it is vital that the union leadership be involved. 
Many times, the leadership knows what employees want in benefits. Sometimes, however, 
the leadership tries to maximize benefits without having determined what employees want. 
It is useful to involve the union leadership in preference studies so that all parties are seek-
ing benefits desired by the employees. 

 Step 3: Communicate Benefits 
 Another method for improving the effectiveness of benefits and services is to develop an 
effective communication program. How can benefits and services affect the satisfaction 
and performance of employees if they do not know about or understand the benefits? 
Yet most studies of employees and executives indicate they are unaware of the benefits or 
significantly undervalue their cost and usefulness. 
  It has always been desirable to improve communications, for this reason. But now there 
is also another reason. For pensions, ERISA requires employers to communicate with em-
ployees by sending them an annual report on the pension plan and basic information on 
their pensions in language they can understand. Many communication media can be used: 
employee handbooks, company newspapers, magazines, or newsletters; booklets; bulletin 
boards; annual reports; payroll staffers; and reports to employees. 

 Step 4: Monitor Costs Closely 
 In addition to considering costs involved in the choice of benefits, it is vital that managers 
make sure the programs are administered correctly. Review of insurance claims is espe-
cially important. More efficient administration procedures using computerized methods 
also can lead to greater savings and more satisfied employees. 
  Together, these four steps can make a benefits program more effective. 

 Cost–Benefit Analysis of Benefits 

 Conrad Fiorello tells a story about a gunman who suddenly appeared at the paymaster’s 
window at a large plant and demanded, “Never mind the payroll, bud. Just hand over the 
welfare and pension funds, the group insurance premiums, and the withholding taxes.” 
When benefits costs increase, the price of products and services increases. Then compa-
nies are less competitive, especially with countries where the government pays for ben-
efits. Higher benefits also can reduce permanent employment, since it is cheaper to pay 
overtime or to hire part-time employees than to pay full-time wages and benefits. It may 
also reduce employees’ mobility, but most evidence thus far shows that it does not affect 
turnover at all. 
  It is rational for employees to want additional benefits, since benefits constitute tax-free 
income. The costs of such benefits, however, have been rising substantially, and many 
organizations cannot afford to offer benefits and high wages as well. 
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  The costs of benefits can be calculated fairly easily: 

 1. Total cost of benefits annually for all employees. 

 2. Cost per employee per year — basis 1 divided by number of employee hours worked. 

 3. Percentage of payroll—basis 1 divided by annual payroll. 

 4. Cost per employee per hour—basis 2 divided by employee hours worked. 

  The benefits side of the equation is another issue, however. There has been little signifi-
cant empirical research on the effects of benefits on productivity. 

 Summary   Chapter 12 has described benefits and services as part of the rewards that reinforce loyal 
service to the employer. The chapter described mandated and voluntary employee benefits 
and some critical decisions regarding benefits, such as communication, administration, 
flexible benefit plans, and employees’ participation. 

  To summarize the main points covered in this chapter:  

  1. Indirect financial compensation can be defined as all employer-provided rewards and 
services, other than wages or salaries, arising from the following categories: legally 
required social insurance payments, private insurance, retirement plans, payment for 
time not worked, extra cash payments other than bonuses based on performance, and 
costs of services like subsidized cafeterias, clothing allowances, and so forth. 

  2. Employers provide benefits and services (1) because some, like Social Security, are 
mandated by the federal government; (2) to keep compensation competitive with other 
employers; (3) as a result of negotiations with unions; and (4) to increase employees’ 
productivity. 

  3. Mandated benefit programs in the private and nonprofit sectors include unemployment 
insurance, Social Security, and workers’ compensation. 

  4. Two kinds of benefits many employers provide voluntarily are: 

  a . Compensation for time not worked (break time, coffee breaks, clothes-changing 
time, holidays, sick leave, vacations, and so on). 

  b . Insurance protection (health, disability and accident, and life). 

  5. Retirement income is received from three principal sources: 

  a . Social Security payments. 

  b . Private pension plans. 

  c . Private savings, investments, and postretirement employment. 

  6. The employee Retirement Income Security Act (ERISA) of 1974 is the law regulating 
private pensions. 

  7. Employee services are voluntary benefits provided by employers, including stock 
ownership plans (ESOPs), preretirement planning and other educational programs, 
child care, elder care, financial services, and help with housing and relocation. 

  8. To manage the benefit program effectively, follow these steps: 

  a . Develop objectives and a benefit strategy. 

  b . Involve participants and unions in benefit decisions. 

  c . Communicate the benefits effectively. 

  d . Monitor costs closely. 

  9. To avoid administrative nightmares, employers should concentrate on fewer benefit 
plans and if possible implement those preferred by most employees. 
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  1. Explain why, in the face of ever-increasing costs, employers are still offering their 
employees health care benefits. 

  2. Can employers pay out the pension benefits they have promised? If they can’t, what 
should be done for retirees who are left without their pension benefits? 

  3. What is meant by the term mandated benefit? Describe government-mandated bene-
fits. What are the advantages and disadvantages of each? 

  4. What three general types of benefits do most medium-sized and large firms provide 
voluntarily? Describe each briefly. 

  5. What is meant when it is said that many employees view benefits and services as 
entitlements? How can employers make employees realize that benefits and services 
must be earned? 

  6. Discuss the recent amendments to the Family and Medical Leave Act. How will these 
changes help veterans who are disabled or wounded? 

  7. What factors make health insurance such an expensive benefit to provide? 

  8. What services do you think are most important to today’s increasingly diverse work-
force? Why? 

  9. What are the cornerstones of retirement income? How stable is each one? 

 10. Outline some proactive steps managers should take in managing a benefits program. 
Why is each step important? 

 Questions for 
Review and 
Discussion 

 Key Terms  COBRA,  p. 372  
 defined contribution 
pension plan,  p. 376  
 defined benefit pension 
plan,  p. 376  
 ERISA,  p. 375  
 flexible (cafeteria) benefits 
plan,  p. 378  
 flexible spending 
accounts,  p. 378  

 FMLA,  p. 369  
 401(k),  p. 374  
 HMOs,  p. 371  
 indirect financial 
compensation,  p. 359  
 IRA,  p. 373  
 mandated benefits 
programs,  p. 361  
 NCR,  p. 378  

 PPO,  p. 372  
 reimbursement accounts, 
 p. 378  
 Social Security,  p. 363  
 unemployment insurance, 
 p. 362  
 workers’ compensation, 
 p. 364  

 Application Case 12–1 

 Benefits Are Vanishing 
 Ray Brice expected to retire from United Airlines (UAL) and receive a $1,200-a-month 
pension. Suddenly hope ran out for Brice and 35,000 other UAL retirees. The govern-
ment Pension Benefit Guaranty Corp (PBGC) announced it would not guarantee the bank-
rupt airline’s loans––virtually ensuring that if the airline’s parent company is to remain in 
business it will have to chop away at expensive pension and retiree medical benefits. The 
numbers are daunting. In 2006, UAL transferred over $7.0 billion in unfunded pensions 
into the PBGC. Between 2010 and 2017, if UAL passes $3.5 billion in earnings, it will 
have to reimburse the PBGC $500 million. And if United finds a way to get out of its prom-
ises, competitors American Airlines (AMR), Delta Air Lines (DAL), and Northwest 
Airlines (NWAC) are sure to try to as well. 

382  Part Three  Rewarding Human Resources

iva29120_ch12_358-388.indd Page 382  12/21/11  8:39 AM user-f462iva29120_ch12_358-388.indd Page 382  12/21/11  8:39 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 12  Employee Benefits and Services  383

  UAL workers are about to find out what other airline employees already know: The cost 
of broken retirement promises can be steep. Of the airline’s many crises, the biggest was 
the pilots’ pension plan, a sinkhole of unfunded liabilities. 
  Why are retirees being left out in the cold? An unsavory brew of factors has come 
together to put stress on the retirement system like never before. First, there’s the simple 
fact that Americans are living longer in retirement, and that costs more. Next come internal 
corporate issues, including soaring health care costs and long-term underfunding of 
pension promises. Perhaps most important, in the global economy, long-established U.S. 
companies are competing against younger rivals here and abroad that pay little or nothing 
toward their workers’ retirement, giving the older companies a huge incentive to dump 
their plans. “The house isn’t burning now, but we will have a crisis soon if some of these 
issues aren’t fixed,” says Steven A. Kandarian, who ended a two-year stint as the executive 
director of the Pension Benefit Guaranty Corp. (the little known federal agency that insures 
private pensions) in February. Kandarian is not optimistic about how that crisis might play 
out, either. “By that time it will be too late to save the system. Then you just play triage.” 
  As industry after industry and company after company strive to limit, or eliminate, their 
so-called legacy costs, a historic shift is taking place. No one voted on it and Congress 
never debated the issue, but with little fanfare we have entered into a vast reorganization 
of our retirement system, from employer funded to employee and government funded, 
a sort of stealth nationalization of retirement. As the burden moves from companies to 
individuals—who have traditionally been notoriously poor planners—it becomes near 
certain that in the end, a bigger portion will fall on the shoulders of taxpayers. “Where the 
vacuum develops, the government is forced to step in,” says Sylvester J. Schieber, a vice 
president at benefit-consulting firm Watson Wyatt Worldwide. “If we think we can walk 
away from these obligations scot-free, that’s just a dream.” 
  Evidence of the shift is everywhere. Traditional pensions—so-called defined-benefit 
plans—and retiree health insurance were once all but universal at large companies. Today 
experts can think of no major company that has instituted guaranteed pensions in the past 
decade. None of the companies that have become household names in recent times have 
them: not Microsoft, not Walmart Stores, not Southwest Airlines. In 1999, IBM, which has 
old-style benefits and contributed almost $4 billion to shore up its pension plans in 2002, 
did a study of its competitors and found 75 percent did not offer a pension plan and fewer 
still paid for retiree health care. 
  Instead, companies are much more likely to offer defined-contribution plans, such as 
401(k)s, to which they contribute a set amount. From 1980 to 2005, the share of employees 
participating in defined—contribution plans increased from 22 to 63 percent. Part of their 
appeal has been that a more mobile workforce can take their benefits with them as they hop 
from job to job. But just as important, they cost less for employers. Donald E. Fuerst, a 
retirement actuary at Mercer Human Resource Consulting LLC, notes that while even 
a well-matched 401(k) often costs no more than 3 percent of payroll, a typical defined-
benefit plan can cost 5 to 6 percent of payroll. 
  Despite the stampede to defined-contribution plans, there are still 44 million Ameri-
cans covered by old-fashioned pensions that promise a set payout at retirement. All told, 
they’re owed more than $1 trillion by 30,000 different companies. Many of those employ-
ers have also promised tens of billions of dollars more in health care coverage for retirees. 
Even transferring a small part of the burden to individuals or the government can have a 
profound impact on the corporate bottom line. The decision by Congress to have Medi-
care cover the cost of prescription drugs, for example, will lighten corporate retiree health 
care obligations by billions of dollars. Equipment maker Deere & Co. estimates that the 
move will shave $300 million to $400 million off its future health care liabilities starting 
this year. 
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  The U.S. Treasury, on the other hand, pays and pays dearly. Over the objections of the 
PBGC, Congress granted a two-year reprieve from catch-up pension contributions for two 
of the most troubled industries: airlines and steel. Congress also lowered the interest rate 
all companies use to calculate long-term obligations, lowering pension liabilities. While 
these moves lighten the corporate burden, they increase the chances taxpayers will have to 
step in. “The less funding required, the more risk that’s shifting to the government,” says 
Peter R. Orszag, a pension expert and senior fellow in economic studies at the Brookings 
Institution. “The question is: How comfortable are we with the risk of failure?” 
  Company-sponsored health care, which generally covers retirees not yet eligible for 
Medicare and supplements what Medicare will pay, is likely to disappear even faster than 
company pensions. Subject to fewer federal regulations, those benefits are easier to rescind 
and companies are fast doing so. It’s much harder to renege on pension promises. So 
instead, many profitable companies are simply freezing plans and denying the benefits to 
new employees. For example, Aon Consulting (AON) found that 150 of the 1,000 compa-
nies they surveyed had frozen their pension plans in the previous two years, a dramatic 
increase from earlier years. Another 60 companies said they were actively considering 
following suit. 
  The government bailout fund is $9.7 billion in the red, and Social Security and personal 
savings are hardly going to be enough. 
  The cost of honoring PBGC’s commitments could be higher than anyone is expecting. 
The government bailout fund has relied on having enough healthy companies to pony up 
premiums to cover plans that fail. But in a scenario of rising plan terminations, healthy 
companies with strong plans still in the PBGC system would be asked to pay more. For 
corporations already fretting that pensions have become a competitive liability and a turn-
off to investors, this could be the tipping point. Faced with higher insurance costs, they 
could opt out, rapidly accelerating the system’s decline as the remaining healthy partici-
pants become overwhelmed by the needy. In the end, the problem would land with 
Congress, which could be forced to undertake a savings-and-loan-type bailout. It’s almost 
too painful to think about, and so no one does. But when the bill comes due, it will almost 
certainly be addressed to taxpayers. 
  Most worrisome is the record number of pension plans in danger of going under. 
According to the PBGC, as of 2003, there was at least $86 billion in pension obligations 
promised by companies deemed financially weak. In 2008, the PBGC insurance program 
for employer pension plans reported a deficit of $10.7 billion. 
  Retiree health care coverage, which is easier to eliminate than pensions, is disappearing 
even faster. Unlike pensions, which are accrued and funded over time, retiree health care is 
paid for out of current cash accounts, so any cuts immediately bolster the bottom line. 
Estimates are that as many as half of the companies offering retiree health care 10 years 
ago have now dropped the benefit entirely. Many of those that have not yet slammed the 
door are requiring their former workers to bear more of the cost. Some 22 percent of the 
retirees who still get such benefits are now required to pay the insurance premiums them-
selves, according to a study by Hewitt Associates Inc. This hits hardest those who retire 
before 65 and are not yet eligible for Medicare. But even older retirees suffer when they 
lose supplemental health benefits like prescription coverage. 
  It’s not just struggling companies, either. IBM, which is already fighting with retirees in 
court over changes made to its pension plan in the 1990s, is now getting an earful from 
angry retirees about health care costs. In 1999, IBM capped how much retiree health care it 
would pay per year at $7,500 of each employee’s annual medical-insurance costs. Although 
IBM is certainly in no financial distress—in 2010, the company earned $14.8 billion on 
$99.9 billion in sales—Big Blue says its medical costs have been rising faster than revenue. 
Last year the company says it spent $335 million on retiree health care. 
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  IBM retirees are beginning to hit the $7,500 limit. Sandy Anderson, who worked as a 
manager at IBM’s semiconductor business for 32 years, and today is the acting president of 
a group of 2,000 retirees called Benefits Restoration Inc., saw his own insurance bill triple 
this year. He suspects that the company is trying to make the perk so expensive that retirees 
drop it, a cumulative savings calculated by the group at $100,000 per dropout. 
  But more than that, Anderson is angry that as a manager, IBM encouraged him to talk to 
his staff about retirement benefits as part of their overall compensation. “The job market 
was tight, and IBM’s message was our salaries aren’t the highest, but we will take care of 
you when you stop working,” he says. Now he feels the company is reneging. “I feel I’ve 
misled a lot of people, that I’ve lied to people,” says Anderson. “It does not sit well with 
me at all.” IBM says its opt-out levels are low and that it often sees retirees return to the 
plan after opting out for a period of time. The company also argues that it has not changed 
its approach to retiree medical benefits for more than a decade and that the rising cost of 
health care is the real issue. 

 Discussion Questions 

 1. Is it ethical for a company to promise benefits and then years later walk away from the 
promise? Discuss. 

 2. Should the government pay for all pension guarantees? 

 3. Why is retiree health care coverage easier to eliminate than pension benefits? 

  Sources:  Adapted from Susan Carey and Gina Chon (April 27, 2010), “United, Continental Wrangle 
Deal Terms,”  The Wall Street Journal , p. B2; Robert J. Grossman (April 2010), “How to Mend Recession-
Torn 401(k) Plans,”  HR Magazine , Vol. 55, Iss. 4, pp. 24–30; Patrick J. Purcell and Kelly Kinneen (Spring 
2009), “The Pension Benefi t Guaranty Corporation’s New Investment Policy,”  Journal of Pension Plan-
ning and Compliance , Vol. 35, Iss. 1, pp. 1–22; John Dahle and Kerry St. George (November–December 
2008), “Replacing Pensions with Self-Directed Retirement Plans,”  Journal of Compensation and Benefi ts , 
Vol. 24, Iss. 6, pp. 32–43; N. Byrnes and D. Welch, “The Benefi ts Trap,”  BusinessWeek   Online  (accessed 
on July 9, 2005); Sue Kirchhoff (May 15, 2005), “Pension Funding Problems Grow,”  USA Today . 

 Notes   1.  Dorinda D. Descherer and Terence M. Myers (2007),  Employee Benefits Answer Book  (New 
York: Aspen). 

  2. Ibid. 

  3. Reports, charts, tables at http://www.bls.gov (accessed on December 8, 2007, through   January 20, 
2008). 

  4. Descherer and Myers,  Answer Book . 

  5.  SHRM 2004–2005 Workplace Forecast: A Strategic Outlook  (2005) (Alexandria, VA: Society 
for Human Resource Management). 

  6. Lee Hudson Teslik (May 19, 2007), “Health Care Costs and U.S. Competitiveness,”  Council on 
Foreign Relations,  http://www.cfr.org/publication/13325 (accessed on January 29, 2008).  
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U.S. Department of Labor, http://www.bls.gov (accessed on July 14, 2011).  
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W.E. Upjohn Institute). 
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Press). 
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Part

4Developing 
Human Resources

  Part Four covers the training and development of employees. Chapter 13, “Training and 
Development,” focuses on improving employees’ abilities and skills. Chapter 14, “Career 
Planning and Development,” looks at an area of growing importance in organizations. 
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 Chapter

13  Training and 
Development 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Differentiate  between training and learning. 

 2.  Describe  the characteristics of an orientation program. 

 3.  Explain  how a performance analysis can help identify employees’ needs 
for training. 

 4.  Discuss  the differences among development programs targeted for 
 individuals, for groups, and for the total organization. 

 5.  Explain  the importance of evaluation training and development and 
how it can be done effectively in an organization. 

 6.  Compare  the distinct concepts of goal setting, behavior modification, 
and team building. 
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 HR Challenge 

 Harold Matthews was unhappy. He’d just had an unpleasant visit with his boss, Bill Custer. 
Harold is vice president of operations of Young Enterprises, a firm employing about 1,600 
persons in the Los Angeles area. The firm manufactures parts for a large aircraft firm nearby. 
  Since Young Enterprises serves primarily one customer, costs are a major factor in its 
negotiations. Bill Custer told Harold that the new contract was not as good as the last one. 
Costs needed to be cut. Since labor costs are a high percentage of the total, Harold must 
begin to work on these. At the same time, purchasing was working on reducing materials 
costs and finance was trying to find ways to reduce the cost of capital. 
  Harold has decided to consult two groups about the cost cutting: HRM managers and 
his operating managers. He called a meeting of the department heads and key supervisors 
and prepared his figures. The facts are these: 

 • Young Enterprises’ labor costs are rising faster than its competitors’ are and faster than 
the cost of living. 

 • These costs are higher any way you measure them: number of employees per unit of 
output, cost per unit of output, and so on. What’s more, the trend is worsening. 

  At the meeting, Harold explained the facts. Then he asked the managers for suggestions. 
He encouraged them to manage each employee closely to make sure that the firm gets a fair 
day’s work for a fair day’s pay. Harold took notes of the comments his managers made. 

  Sally Feldman (supervisor  )  One of my problems is that the people HRM sends me 
are not producing at the productivity levels of the people I’ve lost through quits and 
retirement. 
  Art Jones (department head  )  Let’s face it, when you look at the records, our recent 
output isn’t up to what we expected when we installed the new machines. 
  Miguel Rodriguez (supervisor  )  The problem is our current crop of employees. They 
ain’t what they used to be! 

  Harold wondered if they were just passing the buck—or if there was some truth to the 
complaints. He invited Gwen Meridith, the HRM vice president, in for help. 

    Harold  Gwen, production costs are up and labor efficiency is down. The managers are 
blaming it on the employees. We installed new technology to get production 
up. It’s up, but not to what it should be, given our investment. What do you 
think is going on?  

    Gwen  I suspect that part of what they say has some truth to it. Lately, the job market 
is tight. Last week, I had 20 jobs to fill and only 20 applicants. About half really 
were somewhat marginal. And let’s face it, we installed new technology with 
little preparation of the employees.  

   Harold T hen what can we do? We have a serious cost problem.  
 Gwen     The job market is still tight. I don’t see any improvement in the near future. 

Sounds as if we ought to gear up that training program I’ve been talking about.  
   Harold  You prepare something for Bill. Then you and I will go to see him about it.   

 Training and development are processes that attempt to provide an employee with infor-
mation, skills, and an understanding of the organization and its goals. In addition, training 
and development are designed to help a person continue to make positive contributions in 
the form of good performance. Orientation is designed to start the employee in a direction 
that is compatible with the firm’s mission, goals, and culture. Before training or develop-
ment occurs in some firms an employee proceeds through an orientation to learn what the 
organization stands for and the type of work he or she is expected to perform. 
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One estimate suggests that up to 40 percent of newly 
hired senior managers fail and leave their organizations 
within 18 months. Oftentimes, new managers are ex-
pected to “hit the ground running” by jumping right 
into the new position with little to no firm-specific guid-
ance when they start the new job. Unfortunately, this 
“sink or swim” approach can translate to high levels of 
turnover. Losing managers and executives can be costly 
to organizations in terms of direct costs (e.g., recruit-
ment, training, and severance costs) and indirect costs 
(e.g., lost business and lowered productivity). Bristol-
Myers Squibb, a large pharmaceutical firm, estimates 
that the direct costs of losing an executive are approxi-
mately $500,000. However, short-term turnover is also 
costly and stressful to the failed manager who must live 
with the failure, find another position, or possibly relo-
cate again. In sum, losing managerial talent soon after 
their hire is inefficient and costly for all concerned.
 The risk of losing newly hired managers can be partly 
managed through the process of onboarding. Onboard-
ing is defined as a systematic process to establish a posi-
tive trajectory early in a new manager’s career. Put 
simply, onboarding is a more extensive and multiphase 
orientation process for managers and executives. The key 
elements of a successful onboarding system include:

• Helping the new manager cultivate key relationships 
and access important information.

• Implementing the process in steps and phases.

• Defining multiple roles for the new manager.

In other words, the onboarding process may occur dur-
ing the first year or two of a manager’s tenure with an 
organization. When done properly, onboarding is likely 
to increase commitment and retention of managers and 
executives. The process is meant to provide new mana-
gerial talent with answers to questions such as who’s 
important here?, what’s expected of me?, and what in-
formation do I need to do my job?
 Several companies use onboarding. Citigroup uses 
onboarding to make new employees feel welcome and 
achieve a sense of belonging—not easy tasks when join-
ing an organization with 320,000 employees around the 
globe. The firm achieves this by sponsoring 37 different 
employee affinity groups (e.g., working parents, Hispan-
ics) which are described to new employees on the first 

day on the job. After implementing an onboarding pro-
gram at Johnson & Johnson, a follow-up survey found 
that 95 percent of the new leaders at the firm felt they 
were better able to focus on appropriate behaviors and 
83 percent were successful at building new relation-
ships. The onboarding approach used at Pepsi Bottling 
Group has been successful in helping new executives 
understand the overall mission and develop a strategic 
mindset.
 In order for onboarding to be successful, HR profes-
sionals must team with organizational leaders to provide 
new managers and executives with an impactful set of 
newcomer experiences. Successful onboarding pro-
cesses should be implemented in four distinct phases:

1. Prearrival phase: The new manager should be made 
to feel welcome and key stakeholders like subordi-
nates, customers, and suppliers should know when 
the manager is starting and have some basic infor-
mation about him or her.

2. Introduction and orientation: Provide the new man-
ager with essential tools to be effective such as office 
equipment, a computer and a printer, passwords, 
administrative and copy codes, an e-mail account, 
and access to the company’s intranet.

3. Assimilation: Provide the new manager with essential 
information regarding the firm’s strategy, short-term 
goals, company strategy and culture, and key work-
ing relationships.

4. Integration/contribution: Define successful long-term 
performance and make visible early contributions 
and results.

Onboarding is a more complex and lengthy form of ori-
entation for managers and executives. When done in a 
careful manner, onboarding can help these individuals 
feel settled and productive in their new positions. Start-
ing off on the right foot can help send a talented man-
ager on a successful career trajectory while mitigating 
the risk of premature turnover.

Sources: Adapted from Reuben J. DeKastle (November 2010), 
“Onboarding: Laying the Foundation,” OR Manager, Vol. 26, 
Iss. 11, pp. 20–22; Marjorie Derven (April 2008), “Manage-
ment Onboarding,” T 1 D, Vol. 62, Iss. 4, pp. 49–52; Susan J. 
Wells (March 2005), “Diving In,” HR Magazine, Vol. 50, Iss. 3, 
pp. 54–60.

Your Career Matters  Management Onboarding Can Help 
New Managers Succeed!
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     Orientation  introduces new employees to the organization and to his or her new 
tasks, managers, and work groups. Walking into a new job is often a lonely and confus-
ing event. The newcomer doesn’t usually know what to say or whom to say it to, or even 
where he or she is supposed to be. Getting started is difficult for any new employee 
 simply because being new means not knowing what to expect, having to cope with a 
major life change (the job), and feeling unsure about the future. These ingredients 
 suggest that “newness anxiety” will naturally be significant. It takes time to learn the 
ropes, but a good orientation program can help make this time a positive experience. The 
first few days on the job are crucial in helping the employee get started in the right direc-
tion with a positive attitude and feeling. 
  Different degrees of orientation are needed, depending on the experience, career 
path, and age of the new employee. A 50-year-old manager who is transferring to 
 another  department in the same company at the same job level may need only minimal 
orientation. However, a 22-year-old technician who is starting her first full-time job 
after attending a trade school may need a full-blown orientation. Any orientation is 
 designed to make the person more comfortable, knowledgeable, and ready to work 
within the firm’s culture, structures, and employee mix. Thus, examining the back-
ground of the employee is important in designing the proper type of orientation pro-
gram. For example, recently hired  managers and executives require a special kind of 
orientation known as “onboarding.” The Your Career Matters defines this concept and 
explores how important it is to an individual’s career to make the most out of an organi-
zation’s onboarding program. 
  This chapter will address orientation, training, and development in sequence. Each is 
important to the success of the firm and each must be used to optimize desired end 
results. 

  Orientation  orients, directs, and guides employees to understand the work, firm, 
colleagues, and mission. 

 Training    helps employees do their current work better.  

     Development    prepares individuals for the future. It focuses on learning and personal 
development. 

 Introduction to Orientation 

 Effectively done, orientation serves a number of purposes. In general, the orientation 
process is similar to what sociologists call  socialization.  Socialization occurs when a new 
employee learns the norms, values, work procedures, and patterns of behavior and dress 
that are expected in the organization. Some of the principal purposes of orientation are 
discussed in the next few sections. 
  Organizational socialization consists of social processes through which organizations 
transmit to members the expectations associated with their roles. 1  In practice, members of 
the established group (company, unit, culture) communicate to newcomers systematic sets 
of expectations for how they should behave. People undergoing socialization respond both 
cognitively and emotionally. 2  First, they receive and attempt to understand the cultural 
messages being sent to them by the agents of socialization (co-workers, superiors, subordi-
nates, customers). Second, to various degrees they agree with and emotionally accept those 
messages. If messages sent are not understood or accepted, people being socialized must 
invent their own behaviors. 
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 Goals of Orientation 
 An orientation program is an attempt to send clear messages and provide accurate informa-
tion about the company culture, the job, and expectations. Unfortunately, what is clear to 
one person may be muddled to another. Clear messages that are understood and accepted 
can achieve a number of orientation goals, such as the following. 

 To Reduce Anxiety 
 Anxiety in this case means fear of failure on the job. It is a normal fear of the unknown, 
focused on the ability to do the job. This anxiety can be made worse if current employees 
ignore the new employee. 

 To Reduce Turnover 
 If employees perceive themselves as ineffective, unwanted, or unneeded, they may react to 
these feelings by quitting. Turnover is high during the break-in period, and effective orien-
tation can reduce this costly reaction. 

 To Save Time 
 Improperly oriented employees must still get the job done, and to do so they need help. 
The most likely people to provide this help are co-workers and supervisors, who will have 
to spend time breaking in new employees. Good orientation programs save everyone time. 

 To Develop Realistic Expectations 
 In what sociologists call the  older professions  (law, medicine) or  total institutions  (the church, 
prison, the army), job expectations are clear because they have been developed over long years 
of training and education. Society has built up a set of attitudes and behaviors that are consid-
ered proper for these jobs. For most of the world of work, however, this does not hold true. 
New employees must learn realistically what the organization expects of them, and their own 
expectations of the job must be neither too low nor too high. 3  Each worker must incorporate 
the job and its work values into his or her self-image. Orientation helps this process. 

 Who Orients New Employees? 
 In smaller organizations, the operating manager usually does all the orienting. In larger 
organizations, HR managers may conduct the initial orientation with additional informa-
tion about the specific job and department provided by the operating manager. In some 
unionized organizations, union officials are involved. 
  National Semiconductor Corp. became involved in a benchmark project to improve its 
orientation of employees. The firm had concluded that its existing orientation was not the 
best, and it began to revamp the program. It used Walt Disney—a firm that has a reputation 
for an outstanding orientation program—as a model. 4  
  National Semiconductor also used a “college hire assimilation program” (CHAP). Most 
new hires out of college are general trainees. The goals of CHAP are to ease the transition 
from school to work, accelerate productivity, encourage teamwork, build a personal and 
professional network, and install corporate values. CHAP consists of 40 hours of activity 
and instruction during the first three months of employment. The new hires work on rotat-
ing assignments in different departments. At the end of the three months, they have career 
planning sessions with an in-house career counselor to help them decide in which area they 
wish to work. 

 How Orientation Works 
 Orientation programs for new employees vary from quite informal, primarily oral efforts, 
to formal schedules that supplement spoken presentations with written handouts. Formal 

HRMemo 
Orientations are 
becoming more 
high tech. IBM and 
Arrow Electronics are 
using interactive 
computer game 
technology and 
simulations to orient 
new employees. At 
Arrow, the fi rm’s 
culture, values, and 
history are learned 
through a game 
called “A Culture for 
Success.” At IBM, 
interns and new hires 
learn about the 
culture and business 
by creating an avatar 
in the virtual web 
world of Second Life 
(www.secondlife.com). 
They direct the avatar 
to view presentations, 
attend meetings, and 
interact with other 
avatars.

Source: Jennifer Taylor 
Arnold (2009), “Gaming 
Technology Used to Orient 
New Hires,” HR Magazine, 
pp. 36–38.
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orientations often include a tour of the facilities or slides, videos, and photographs of them. 
Usually, the latter are used when a larger number of employees must be oriented. 
  Instead of a quick and information-overloaded orientation program, a more systematic 
and guided procedure is appropriate. Following are a few guidelines for such a program: 

 1. Orientation should begin with the most relevant and immediate kinds of information 
and then proceed to more general policies of the organization. It should occur at a pace 
with which the new employee is comfortable. 

 2. The most significant part of orientation is the human side: giving new employees realis-
tic knowledge of what supervisors and co-workers are like, telling them how long it 
should take to reach standards of effective work, and encouraging them to seek help and 
advice when needed. 

 3. New employees should be “sponsored” or directed in the immediate environment by an 
experienced worker or supervisor who can respond to questions and keep in close touch 
during the initiation period. 

 4. New employees should be gradually introduced to the people with whom they will 
work, rather than given a superficial introduction to all of them on the first day. The 
object should be to help them know their co-workers and supervisors. 

 5. New employees should be allowed sufficient time to get their feet on the ground before 
job demands on them are increased. 

 Orientation Follow-Up 
 The final phase of a well-designed and systematic orientation program is the assignment of 
the new employee to the job. At this point, the supervisor is supposed to take over and 
continue the orientation program. One way to ensure adequate orientation is to design a 
feedback system to control the program or use management by objectives. Even in organi-
zations with superb orientation programs, the time inevitably arrives when training and/or 
development is needed. 

 Introduction to Training 

 Training is important for new or present employees. Training is, in short, an attempt to 
improve current or future performance. The following specific point is important to know 
about training: 

 Training is the systematic process of altering the behavior of employees in a direction that 
will achieve organization goals. Training is related to present job skills and abilities. It has 
a current orientation and helps employees master specific skills and abilities needed to be 
successful. 5  

  One way to display the meaning and comprehensiveness of training and development is 
to use a visual model of how it unfolds in an organization. The needs assessment phase 
serves as the formulation for decisions that must be made at later phases. It is important for 
the needs assessment to be complete, timely, and accurate. 
  Needs assessment is a process that is used to determine if and what type of training is 
necessary. It usually involves an organizational, person, and task analysis.  Organizational 
analysis  involves examining a firm’s mission, resources, and goals to determine if training 
can be used to improve the firm’s success, growth, and strategy.  Person analysis  involves 
the determination of who needs training and their readiness for training.  Task analysis  
 involves the identification of the tasks, knowledge, skill, and behaviors that should be 
 included in a training program. 
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  Interviews, surveys, reviews of records, observation, and discussions with management 
and subject matter experts (SMEs) are methods used to conduct a needs assessment. These 
data and information gathering techniques provide a profile of  what  type of training is 
needed,  who  should be trained,  when  training should be conducted, and  whether  training is 
the preferred approach. 
  After a needs assessment is completed,  instructional objectives  lead to the selection and 
design of specific and customized instructional programs. If assessment and the selection 
and design of programs are done carefully, the training and development can be  monitored  
and  eval  u  ated.  

 Goals of Training 
 As Exhibit 13–1 indicates, evaluation can provide information about when various training 
goals have been accomplished. Some important goals are 

 •  Training validity.  Did the trainees learn skills or acquire knowledge or abilities during 
the training? 

 •  Transfer validity.  Did the knowledge, skills, or abilities learned in training lead to 
 improved performance on the job? 

 •  Intraorganizational   validity.  Is the job performance of a new group of trainees in the 
same organization that developed the program comparable to the job performance of 
the original training group(s)? 

 •  Interorganizational   validity.  Can a training program that has been validated in one 
 organization be used successfully in another firm? 

Training

Instructional
objectives

Development
of criteria

Selection and
design of 
instructional
programs

Needs assessment
   Organizational
   analysis

   Task and KSA
   analysis

   Person analysis

Use of evaluation
models

   Individual
   difference

   Experimental
   content

Instructional
objectives

Training  and
transfer validity

Intraorganizational and
interorganizational

validity

EXHIBIT 13–1 A General Systems Model of Training and Development

Source: From GOLDSTEIN. Training in Organizations, 3E. © 1993 Wadsworth, a part of Cengage Learning, Inc. Reproduced by permission. HYPERLINK “http://www.
cengage.com/permissions” www.cengage.com/permissions.

iva29120_ch13_389-431.indd Page 396  1/6/12  9:05 AM user-f462iva29120_ch13_389-431.indd Page 396  1/6/12  9:05 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 13  Training and Development  397

  These questions (goals) result in different evaluation procedures to examine what, if 
anything, training and development have accomplished. 6  

 Learning Theory and Training 
 Since training is a form of education, some of the findings regarding learning theory logi-
cally apply to training. These principles can be important in the design of both formal and 
informal training programs. The following is a brief summary of the way learning princi-
ples can be applied to job training. 7  

 The Trainee Must Be Motivated to Learn 
 In order to learn, a person must want to learn. In the context of training, motivation influ-
ences a person’s enthusiasm for training, keeps attention focused on the training activities, 
and reinforces what is learned. Motivation is influenced by the beliefs and perceptions of 
the trainee. If a trainee is not motivated, little can be accomplished in a training program. 

 The Trainee Must Be Able to Learn 
 To learn complex things, a person must have certain aptitudes. Do you think that thousands 
of repetitions and hours of training would enable any person to hit a major league pitcher’s 
curveball out of a baseball park? The ability to learn plays a role in whether what is taught 
in a training program can be understood and applied back at work. Special accommoda-
tions may be necessary for trainees with learning disabilities. 

 The Learning Must Be Reinforced 
 Behavioral psychologists have demonstrated that people learn best with fairly immediate re-
inforcement of appropriate behavior. The learner must be rewarded for new behavior in ways 
that satisfy needs, such as pay, recognition, and promotion. Standards of performance should 
be set for the learner. Benchmarks for learning provide goals and give a feeling of accom-
plishment when reached. These standards provide a measure for meaningful feedback. 

 The Training Must Provide for Practice of the Material 
 Time is required to assimilate what has been learned, to accept it, to internalize it, and to 
build confidence in it. This requires practice and repetition of the material. Supervisors 
should encourage trainees to practice what they have learned in training programs. 

 The Material Presented Must Be Meaningful 
 Appropriate materials for sequential learning (cases, problems, discussion outlines, read-
ing lists) must be provided. The trainer acts as an aid in an efficient learning process. 
  The learning methods used should be as varied as possible. It is boredom that destroys 
learning, not fatigue. Any method—whether an old-fashioned lecture or programmed 
learning or a challenging computer game—will begin to bore some learners if overused. 

 The Material Must Be Communicated Effectively 
 Communication must be done in a clear, consistent, and understandable manner and over 
enough time to allow absorption. Organizations with international and multilingual work-
forces may want to offer training programs in different languages to ensure the material is 
understood correctly. 

 The Material Taught Must Transfer to the Job 
 The trainer must do her or his best to make the training as close to the reality of the job as 
possible. Thus, when the trainee returns to the job, the training can be applied immediately. 
  Peter Senge popularized the concept of  learning organizations  in his book  The Fifth 
Disc  i  pline.  He described them as places “where people continually expand their capacity 
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to create the results they truly desire, where new and expansive patterns of thinking are 
nurtured, where collective aspiration is set free, and where people are continually learning 
how to learn together.” 8  

 Training Activities 
  Training  magazine produces an annual training industry report. 9  The report focuses primarily 
on firms with 100 or more employees; according to Dun & Bradstreet, there are over 140,000 
such organizations in the United States. The 2010 industry report indicated the following: 

 • Total dollars budgeted for formal training of organizations with 100 or more 
employees—$52.8 billion. 10  

 • A large segment of the training budget, 38.0 percent, is used for salaries of trainers and 
other support personnel. 11  

  Instructor-led training continues to be the preferred and dominant method of delivering 
training. Exhibit 13–2 presents the frequency of use of various methods for delivering 
training. 
  Exhibit 13–3 presents the percentage of training expenditures directed at specific 
 program areas. 

Methods Never Used Seldom Used Often Used Always Used

Case studies 17 percent 40 percent 39 percent 4 percent
Classroom w/instructor, traditional 3 percent 13 percent 67 percent 18 percent
Classroom w/instructor, virtual 40 percent 41 percent 17 percent 2 percent
Computer-based games 50 percent 41 percent 9 percent 1 percent
Noncomputer-based games 35 percent 44 percent 19 percent 2 percent
Experiential programs 34 percent 46 percent 18 percent 25 percent
Performance support 20 percent 40 percent 38 percent 2 percent
Public seminars 8 percent 40 percent 48 percent 4 percent
Role-playing 19 percent 47 percent 31 percent 3 percent
Self-study, web-based 16 percent 42 percent 37 percent 6 percent
Self-study, noncomputer 29 percent 48 percent 20 percent 3 percent
Virtual reality programs 81 percent 16 percent 2 percent 0 percent

EXHIBIT 13–2 
Instructional 
Methods: Frequency 
of Use

Source: Training magazine 
“Annual Report of Training” 
(October 2004), p. 32.
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  Managers realize how important and how large the commitment to training is for the 
future of their organizations. The consensus accounting model reported by the American 
Society for Training and Development (www.astd.org) helps firms assess the costs and ben-
efits of their training and development program. 12  The consensus model consists of four steps: 

 1. Establish an organization-specific definition of training. 

 2. Determine all training cost categories. 

 3. Calculate training costs. 

 4. Code costs. 

  The economic costs of training (e.g., salaries of trainers, lost time away from work, mate-
rials, travel, accommodations) need to be continually reviewed, and a training program must 
be evaluated to determine if it has made a specific contribution (e.g., performance improve-
ment, morale enhancement, increased self-confidence) to the organization’s goals. 

 Managing the Training Program 

 Determining Needs and Objectives 
 The first step in managing training is to determine training needs and set objectives for 
these needs. In effect, the trainers are preparing a training forecast (this is the assessment 
phase in Exhibit 13–1). 
  The needs assessment involves analyzing the organization’s needs; the knowledge, 
skills, and abilities needed to perform the job; and the person or jobholder’s needs. The 
organizational needs assessment requires an examination of the long- and short-term 
objectives of the firm. The organization’s financial, social, human resource, growth, and 
market objectives need to be matched with the firm’s human talent, structure, climate, and 
efficiency. Where is the organization going, and does it have the capability to get there? 
These are the important questions that need to be assessed. Typically, objectives, ratios, 
organization charts, historical records on absenteeism, quality of production, efficiency, 
and performance appraisals will be carefully reviewed. 
  The knowledge, skills, and abilities (K, S, A) needed to perform the job are carefully 
considered. What are the tasks? What skills are needed to perform well? What does 
performing well mean? Data from current employees, supervisors, and experts must be 
collected to complete this part of a needs assessment. 
  The employee’s needs also must be considered. Asking people what their needs are on the 
job and asking them to perform tasks can provide information and data. Examining the 
employee’s performance against a standard or compared with that of co-workers can help 
identify strengths, weaknesses, and needs. Determining if a person can do the job is an impor-
tant step in improving the firm’s ability to match the person with the best job for him or her. 
  Each of these assessment categories is important. However, focusing on the person’s 
needs is especially important. It is at the individual or group level that training is conducted. 
  There are four ways to determine employees’ needs for training: 13  

 1. Observe employees. 

 2. Listen to employees. 

 3. Ask supervisors about employees’ needs. 

 4. Examine the problems employees have. 

  In essence, any gaps between expected and actual results suggest a need for training. 14  
Active solicitation of suggestions from employees, supervisors, managers, and training 
committees can also provide ideas. 
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  By observing, asking, and listening, a manager or HR specialist is actually conducting 
a  performance analysis.  15  There are a number of specific steps in using a performance 
analysis to determine training needs. Exhibit 13–4 outlines these steps. 

 Step 1: Behavioral Discrepancy 
 The first step is to appraise employees’ performance. How are the employees doing now, 
and how should they be doing? If an administrative assistant is using a Dell word processor 
to prepare budgets and takes an average of 7.5 hours to complete the work, this record of 
performance can be used to assess his or her performance. If performance is two hours 
over what is expected, there is a behavioral discrepancy—a difference between actual and 
expected. 

 Step 2: Cost–Value Analysis 
 Next, the manager must determine the cost and value of correcting the identity behavioral 
discrepancy. Is it worth the cost, time, and expense to have the administrative assistant  
prepare the budgets in less than 7.5 hours? 

Is it a can’t do or a
won’t do problem?
   Knows what to do?
   Could do if wanted
   to?
   Employee wants
   to do best?

Can’t do

Cost/value analysis

Behavior discrepancy
or lack of experience

Set standards

Eliminate obstacles

Practice

Train

Change the job

Transfer or
terminate

Won’t do

Motivate
employee

Step 1

Step 2

Step 3

Step 4

Step 5

Step 6

Step 7

Step 8

Step 9

Step 10

EXHIBIT 13–4
Performance 
Analysis: Assessing 
Training Needs

Source: From Making the 
Training Process Work, by 
 Michalak and Yager © 1979 
by Harper and Row.
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 Step 3: Is It a “Can’t Do” or “Won’t Do” Situation? 
 It is important to determine if the employee could do the expected job if he or she wanted 
to. Three questions need to be answered: (1) Does the person know what to do in terms of 
performance? (2) Could the person do the job if he or she wanted to? and (3) Does the 
person want to do the job? Answering these questions requires skillful observation, listen-
ing, and asking on the part of the person conducting the performance analysis. 

 Step 4: Set Standards 
 An administrative assistant who doesn’t know what the standard is may underperform. 
Establishing a standard and clearly communicating it can improve performance. 

 Step 5: Remove Obstacles 
 Not being able to complete budgets on time may be caused by frequent breakdowns of 
equipment or by not receiving a job on time. Time, equipment, and people can be obstacles 
that result in behavioral discrepancies. 

It is a lot easier to talk about a “learning organization” 
than to create one. Peter M. Senge knew that even 
when he introduced the concept to the business world 
in his landmark book, The Fifth Discipline: The Art and 
Practice of the Learning Organization.
 Throughout the 1990s and into the 2000s, the learn-
ing organization has been a particular cause célébre for 
HR leaders, trainers, and organization development spe-
cialists, and not just because “learning” is in the name. 
Trainers are attracted to Senge’s championship of 
human values in the workplace, to his viewpoint that 
teams are the core performance units in organizations, 
and to his insistence that leadership occurs at many 
levels in an organization, not just in the executive suite. 
Indeed, he argues that line managers and even non-
managers must function as leaders in order for any last-
ing organizational change to occur. His viewpoints have 
been influential; many HR leaders leverage Senge’s ideas 
to increase their organizations’ abilities to change and 
adapt.
 Listed below are a few opinions and viewpoints held 
and promoted by Senge regarding the Five Disciplines:

1. Systems Thinking. This is the “fifth discipline” of the 
book’s title, singled out because it underlies the other 
four. It is a learnable, habitual thinking process that 
allows one to look at events in an organization—or 
life—and see patterns of complex interrelationships. 
With conceptual themes stretching from environmen-
talism to Zen philosophy, systems thinking takes the 
doctrine of the interconnectedness of everything and 
brings it to bear on organizational life.

2. Personal Mastery. This is the discipline of continu-
ally clarifying and deepening one’s personal vision of 
what could or should be, and remaining clear about 
how that vision differs from reality. The disparity 
should cause a “creative tension” that motivates us 
to change.

3. Mental Models. Mental models are deeply in-
grained assumptions, generalizations, or images that 
influence how we understand the world and how we 
choose to respond to various situations we face. We 
all have mental models. The “discipline” is to under-
stand and clarify them, and to distinguish between 
those we espouse and those we actually use to guide 
our actions—our “theories-in-practice.”

4. Shared Vision. Better understood as a group com-
petency than an individual skill, this is the practice of 
developing a vision for a team or an organization. It 
has to do with discovering a shared picture of the 
future that will foster genuine commitment and 
enrollment rather than just compliance.

5. Team Learning. The key to this discipline is a phe-
nomenon called “dialogue,” in which members of a 
team suspend their assumptions and take up a “think 
together” mode that embraces the collective good 
and eschews individual self-interest.

Sources: Adapted from Tony Court (2011), “How the HR 
Function Can Build the Capability to Change,” Development 
and Learning in Organizations, Vol. 25, Iss. 1, pp. 16–18; Joel 
Schettler (April 2002), “Learning by Doing,” Training, pp. 38–43; 
Ron Zemke (September 1999), “Why Organizations Still Aren’t 
Learning,” Training, pp. 40–49.

HR Journal Five Steps toward Creating a Learning Organization
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 Step 6: Practice 
 Practice, practice, practice may be one avenue to performing a job better. Does the man-
ager permit the employee the needed practice time? 

 Step 7: Training 
 If the performance analysis indicates that behaviors need to be altered, training becomes a 
viable consideration. Any training approaches available should be weighed and considered 
to find the one best suited to correct the behavior discrepancy. 

 Step 8: Change the Job 
 Redesigning the job through job enrichment, job simplification, or job enlargement may be 
the best solution. 

 Step 9: Transfer or Terminate 
 If all else has failed, the employee may have to be transferred or terminated. 

 Step 10: Create a Motivational Climate 
 In some cases, there may be a problem with motivation: A skilled and able employee may 
not want to perform the job as required. A manager may then have to use a motivational 
approach that converts this undermotivated person into a motivated high performer. 
Rewards, punishment, discipline, or some combination may be needed to create a positive 
climate that results in the employee’s utilizing his or her skills optimally. 
  A performance analysis is a sound procedure that can provide insight into training needs 
and objectives. Such an analysis may reveal that training is not the best solution to the 
behavioral discrepancies identified. If this is the case, other solutions will surface as the 
performance analysis is conducted. 16  
  If, however, the performance analysis identifies a need for training, then it is necessary 
to establish specific, measurable training objectives. Training objectives should be ex-
pressed in behavioral terms, if at all possible. For example, the behavioral training objec-
tives of a leadership training program at Pritex are: 

 To develop a cadre of leaders who will assume positions of accountability in the next 
three years. 

HR Challenge (continued from page 391)

Young Enterprises did not have a separate training department. So Gwen, with the assis-
tance of Bob McGarrah, the director of training and development, began to think about a 
training program to help Harold Matthews reach his goal. The program might not have 
been needed if the job market weren’t so tight. But since applicants were so scarce, the 
training program was very important at this point.

   Gwen   Bob, what we need to determine is what training programs we should have right 
now. What do you suggest we do?  

   Bob   The typical approach is to use organizational analysis, operational analysis, and 
person analysis. Besides, we need to do some sort of cost–benefit analysis to see 
if the training is worth the effort. This will give us a set of training objectives for a 
program or set of programs. Then we design the program content and methods 
around these. After the program is run, we evaluate it.  

   Gwen   At this point, let’s set the objectives and design the program. Then we’ll go back 
to Harold to see if he has any additional suggestions.   
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 To demonstrate listening and feedback skills that result in improved employee 
response to the firm’s personal development program. 

 To increase employee satisfaction with managerial practices as displayed in the firm’s 
annual climate survey. 

  By using behaviorally based objectives, the intent of the training program is identified. 
In some cases, it is difficult to specify behavioral objectives. For example, a new job may 
not have objectives, because the manager is still attempting to clarify what behaviors are 
required. However, if behaviors can’t be identified, one might be inclined to ask what the 
reason for the training is. A vague, ambiguous answer might suggest that the training pur-
pose is not particularly important. 

 Choosing Trainers and Trainees 
 Great care must be exercised in choosing effective instructors or trainers. To some extent, 
the success of the training program depends on proper selection of the person who performs 
the training task. 17  Personal characteristics (such as the ability to speak well, to write con-
vincingly, to organize the work of others, to be inventive, and to inspire others to greater 
achievements) are important factors in the selection of trainers. The process of analyzing 
needs and developing a training program can be accomplished by company trainers. HR 
specialists or hired outside consultants who report to the HR manager or other top managers 
are also used to perform a needs analysis and to conduct the training. 18  
  Although much formal training is performed by professional trainers, often managers 
may be the best trainers technically, especially if a qualified trainer helps them prepare the 
material. Using managers as trainers overcomes the frequent criticism that “Training is OK 
in the classroom, but it won’t work back on the job.” The presence of trained trainers is a 
major factor in whether the training program is successful. It will help if these principles of 
learning are followed: 

 • Provide time for practice of the material. 

 • Require practice and repetition of the material. 

 • Communicate the material effectively. 

  Unfortunately, identifying and using the best qualified trainers is not a perfect process. 
Selecting a trainer that has a limited understanding of learning, training delivery, individual 
motivation, and training techniques is doomed to fail. As a cautionary suggestion, a review 
of the trainer’s understanding of theory, methods, and delivery should precede placing 
anyone in a trainer position. 

 Training and Development Instructional Methods 

 After needs and objectives have been determined and trainees and trainers have been 
selected, the program is run. This is the second phase shown in Exhibit 13–2. This phase 
includes selection of content and methods to be used and the actual training and/or 
development method. In many situations a combination of instructional methods is used. 

 On-the-Job Training 
 Probably the most widely used method of training (formal and informal) is on-the-job 
training. It is estimated that more than 60 percent of training occurs on the job. The em-
ployee is placed into the real work situation and shown the job and the tricks of the trade 
by an experienced employee or the supervisor. 
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  Although this program is apparently simple and relatively less costly, if it is not handled 
properly, the costs can be high—damaged machinery, unsatisfied customers, misfiled 
forms, and poorly taught workers. To prevent these problems, trainers must be carefully 
selected and trained. The trainee should be placed with a trainer who is similar in back-
ground and personality. The trainer should be motivated for training and rewarded for 
doing it well. The trainer should use effective techniques in instructing the trainee. One 
approach to systematic on-the-job training is the job instruction training (JIT) system 
developed during World War II. 19  
  In this system, the trainers first train the supervisors, who in turn train the employees. 
Exhibit 13–5 describes the steps of JIT training as given in the War Manpower Commis-
sion’s bulletin “Training within Industry Series” in 1945. These are the instructions given 
to supervisors on how to train new or present employees. 
  Toll-free hotlines can help improve a firm’s customer service. Toll-free numbers give cus-
tomers an easy way to complain or ask questions. Training individuals to handle complaints 
and questions is done on the job in a number of firms. General Electric (GE), for example, 
trains customer service operators on the job so that the realism of listening, thinking, and 
responding on the spot hits home. 20  GE’s answer center in Louisville, Kentucky, is open 
24 hours a day. It employs 180 telephone representatives, 150 customer service reps, and 
30 technicians. It handles 2 million calls from customers each year. Each rep is trained and is 

 EXHIBIT 13–5
 Job Instruction 
Training (JIT) 
Methods 

       Here’s what you must do to get ready to teach a job:   

   1.  Decide what the learner must be taught in order to do the job efficiently, safely, economically, 
and intelligently.   

   2.  Have the right tools, equipment, supplies, and material ready.   
   3.  Have the workplace properly arranged, just as the worker will be expected to keep it.   

   Then, you should instruct the learner by the following four basic steps:       

    Step I—Preparation (of the Learner)    

    1. Put the learner at ease.   
   2. Find out what he or she already knows about the job.   
   3. Get the learner interested and desirous of learning the job.       

    Step II—Presentation (of the Operations and Knowledge)    

    1. Tell, show, illustrate, and question in order to put over the new knowledge and operations.   
   2. Instruct slowly, clearly, completely, and patiently, one point at a time.   
   3. Check, question, and repeat.   
   4. Make sure the learner really knows.       

    Step III—Performance Tryout    

    1. Test the learner by having him or her perform the job.   
   2. Ask questions beginning with why, how, when, or where.   
   3. Observe performance, correct errors, and repeat instructions if necessary.   
   4. Continue until you know that the learner knows.       

    Step IV—Follow-Up    

    1. Put the employee on his or her own.   
   2. Check frequently to be sure the learner follows instructions.   
   3.  Taper off extra supervision and close follow-up until the person is qualified to work with 

normal supervision.   

   Remember—if the learner hasn’t learned, the teacher hasn’t taught.       
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able to handle about 100 calls a day, each one lasting about 3.5 minutes. After learning about 
the firm’s products, the rep is trained on the telephone. Communication and telephone skills 
are observed and critiqued. Other firms that use 800 numbers and on-the-job training include 
Armstrong Floors and Ceiling Building Products Division, JCPenney, and Ralston-Purina. 
  ExxonMobil uses an on-the-job training approach to achieve excellence among engi-
neers in the exploration and production division. 21  The objective at ExxonMobil is based 
on the premise that the most significant development of an engineer takes place on the job. 
Thus, competence and mastery of tasks are accomplished through 

 • Challenging assignments. 

 • Good role models. 

 • Timely and comprehensive coaching. 

  These features are built into ExxonMobil’s Leadership Development Program (LDP), 
which trained over 3,300 employees at various levels of management in 2010. 

 Case Method 
 One widespread technique is the  case method , which uses a written description of a 
real decision-making situation in the organization or a situation that occurred in another 
organization. Managers are asked to study the case to identify the problems, analyze the 
problems for their significance, propose solutions, choose the best solution, and imple-
ment it. More learning takes place if there is interaction between the managers and the 
instructor. The instructor’s role is that of a catalyst and facilitator. A good instructor is 
able to get everyone involved in solving the problem. With good instructors and good 
cases, the case method is a very effective device for improving and clarifying rational 
decision making. 22  
  The trainer using the case method must guard against (1) dominating the discussion, 
(2) permitting a few people to dominate the discussion, or (3) leading the discussion  toward 
his or her preferred solution. As a catalyst, the instructor should encourage divergent 
viewpoints, initiate discussion on points the managers are missing, and be thoroughly 
prepared. 23  
  One variation of the case method is the incident method. In the  incident method,  just the 
bare outlines of a problem are given initially, and the students are assigned a role in which 
to view the incident. Additional data are available if the students ask the right questions. 
Each student “solves” the case, and groups based on similarity of solutions are formed. 
Each group then formulates a strong statement of position, and the groups debate or role-
play their solutions. The instructor may describe what actually happened in the case and 
the consequences, and then the groups compare their solutions with the results. The final 
step is for participants to try to apply this knowledge to their own job situations. 

 Role-Playing 
  Role-playing  is a cross between the case method and an attitude development program. 
Each person is assigned a role in a situation (such as a case) and asked to play the role and 
to react to other players’ role-playing. The player is asked to pretend to be a focal person 
in the situation and to react to the stimuli as that person would. The players are provided 
with background information on the situation and the players. Usually, a brief script is 
provided for the participants. Sometimes, the role-playing is videotaped and reanalyzed as 
part of the development situation. Often, role-playing is done in small groups of a dozen or 
so. The success of this method depends on the ability of the players to play the assigned 
roles believably. If done well, role-playing can help a manager become more aware of and 
more sensitive to the feelings of others. 
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  Although role-playing is a cross between the two, comparison of the general forms of 
role-playing and the case method suggests differences between them. 24  Exhibit 13–6 
highlights several of these differences. 

 In-Basket Technique 
 Another method used to develop managerial decision-making abilities is the  in-basket 
technique  .  The participant is given materials (typically memos or descriptions of things 
to do) that include typical items from a specific manager’s mail, e-mail, and a telephone 
list. Important and pressing matters, such as out-of-stock positions, complaints by custom-
ers, and a demand for a report from a superior, are mixed in with routine business matters, 
such as a request to speak at a dinner or a decision on the date of the company picnic four 
weeks hence. The trainee is analyzed and critiqued on the number of decisions made in the 
time allotted, the quality of the decisions, and the priorities chosen for making them. In 
order to generate interest, the in-basket materials must be realistic, job-related, and not 
impossible to make decisions on. 

 Management Games 
 Essentially,  management games  describe the operating characteristics of a company, 
industry, or enterprise. These descriptions take the form of equations that are manipulated 
after decisions have been made. Management games emphasize development of problem-
solving skills. 
  In a typical computerized management game procedure, teams of players are asked to 
make a series of operating (or top-management) decisions. In one game, for example, the 
players are asked to decide on such matters as the price of the product, purchase of materi-
als, production scheduling, funds borrowing, marketing, and R&D expenditures. When 
each player on the team has made a decision, the interactions of these decisions are com-
puted (manually or by computer) in accordance with the model. For example, if price is 
linearly related to volume, a decrease in price of  x  percent will affect the volume, subject 
to general price levels. Players on the team reconcile their individual decisions with those 
of the other team members before making a final decision. Then each team’s decision is 
compared with those of the other teams. The result of that team’s profit, market share, and 
so forth is compared, and a winner or best team performance is determined. 
  Looking Glass is a management game that permits individuals to participate as manag-
ers in the simulation of a hypothetical glass manufacturing company with 4,000 employees 
and $200 million in annual sales. 25  Executives from IBM, AT&T, Monsanto, and Union 

  Case Study 

  1. Presents a problem for analysis and 
discussion.  

  2. Uses problems that have already occurred 
in the company or elsewhere.  

  3. Deals with problems involving others.  

  4. Deals with emotional and attitudinal 
aspects in an intellectual frame of 
reference.  

  5. Emphasizes using facts and making 
assumptions.  

  6. Trains in the exercise of judgments.  

  7. Provides practice in analysis of problems.   

  Role-Play 

  1. Places the problem in a real-life 
situation.  

  2. Uses problems that are now current or are 
happening on the job.  

  3. Deals with problems in which 
participants themselves are involved.  

  4. Deals with emotional and attitudinal 
aspects in an experiential frame of 
reference.  

  5. Emphasizes feelings.  

  6. Trains in emotional control.  

  7. Provides practice in interpersonal skills.   

EXHIBIT 13–6 
Comparing Case 
Studies and Role-
Plays
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Carbide have used Looking Glass to provide a picture to participants of their management 
style. Looking Glass was developed at the Center for Creative Leadership, a nonprofit 
think tank in Greensboro, North Carolina. 
  Advantages of games include the integration of several interacting decisions, the ability 
to experiment with decisions, the provision of feedback on decisions, and the requirement 
that decisions be made with inadequate data, which usually simulates reality. The main 
criticisms of most games concern their limitation of novelty or reactivity in decision mak-
ing, the cost of development and administration, the unreality of some of the models, 
and the disturbing tendency of many participants to look for the key to winning the game 
 instead of concentrating on making good decisions. Many participants seem to feel that the 
games are rigged—that a few factors or even a single factor may be the key to winning. 

 Behavior Modeling 
 A development approach for improving interpersonal skills is  behavior modeling  ,  
which is also called  interaction management  or  imitating models.  26  The key to behavior 
modeling is learning through observation or imagination. Thus, modeling is a “vicarious 
process” that emphasizes observation. 
  One behavior modeling approach begins by identifying interpersonal problems that 
 employees, especially managers, face. Typical problems are gaining acceptance as a new 
supervisor, handling discrimination complaints, delegating responsibility, improving 
 attendance, disciplining effectively, overcoming resistance to change, setting performance 
goals, motivating average performance, handling emotional situations, reducing tardiness, 
and taking corrective action. 27  
  There are four steps in the process: 

 1. Modeling of effective behavior — often shown in videos. 

 2. Role-playing. 

 3. Social reinforcement — trainees and trainers praise effective role-playing. 

 4. Transfer of training to the job. 

  Behavior modeling has been introduced into such organizations as AT&T, General 
 Electric, IBM, Boise Cascade, Kaiser Corporation, Olin, and B.F. Goodrich. The 
 research evidence is generally positive. In a series of studies, groups trained in behavior 
modeling have outperformed groups who received no training or traditional management 
development training. 28  
  Behavior modeling offers a number of promising possibilities in organizations. 29  One 
especially important need in organizations is to develop effective leaders. Modeling 
 appears to offer some promise for developing leadership skills if used in conjunction with 
video methods. 30  The participants can view their styles, behaviors, strengths, and weak-
nesses and learn from this personal firsthand view. People who see themselves in action 
have a vivid reminder that they can benefit from practice. 

 Outdoor-Oriented Programs 
 Cases, games, modeling, and role-playing are still popular, but an increasingly popular 
form of development is outdoor or real-life, action-oriented programs. Leadership, team-
work, and risk-taking are top-priority items in the  outdoor-oriented programs  .  The 
programs, conducted in remote areas, combine outdoor skills with classroom seminars. 31  
Most of the programs have taken their cues from Outward Bound programs, originated 
in the early 1960s. River rafting, mountain climbing, night searching, team competition, 
boat races, rope climbing, and problem-solving exercises are popular types of outdoor 
training. 
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  Teamwork and trust are objectives that outdoor programs attempt to achieve. Do these 
outdoor programs work? When a participant returns to the office, is he or she more team-
oriented? To date, there is little carefully designed research available indicating that these 
programs are effective. 32  The popularity of these programs is based on the opinion that 
they appear to be action packed, participants like them, and they involve healthful exercise. 
However, some critics question whether an organization has a right to send or encourage a 
person to participate in a program that requires some athletic ability, enjoyment of the 
 outdoors, or risk. 

 Which Training and/or Development Approach 
Should Be Used? 
 Deciding on an approach or a combination of approaches must be done by weighing vari-
ous criteria. The choice can be made on the basis of number of managers to be developed, 
relative costs per manager for each method, availability of development materials in vari-
ous forms (including the instructor’s capabilities), and employees’ relative efficiency in 
learning. In general, the more active the manager, the greater the motivation to learn—and 
thus the higher the probability of success. If there are only a few instructors, individualized 
programmed instruction may be considered. If none of the managers is capable of giving 
certain instructions, outside instructors may be contacted, or movies or videos might be 
used. Finally, the method used should reflect the degree of active participation desired for 
the program. 
  Inevitably, the effectiveness of each form of development or training must be evaluated. 
There are studies to support the effectiveness of most methods; if a method is appropriate 
for the particular program in question, it should be used. 
  The classic debate continues about which development approach or technique is best. 
Some favor a combination of approaches, while others prefer an array of humanist or be-
haviorist techniques. 33  The techniques of behaviorism include behavioral modeling, role-
playing, positive reinforcement, and simulations. The preferred techniques of the humanist 
approach to development (associated with Carl Rogers) include self-assessment, visualiza-
tion, and guided reflection. There are also advocates of cognitive approaches who believe 
that lectures, discussion, readings, and debates are the best approach to use. 
  Exhibit 13–7 presents the learning objectives offered by the three approaches to learning. 
The objectives can involve knowledge, skill, or attitude. To accomplish these objectives, an 
array of humanist, cognitivist, and behaviorist techniques are available. On the basis of  theory 
and research, it appears that simpler tasks, like word processing or filing, are learned effi-
ciently by behaviorist techniques. On the other hand, more complex tasks, such as learning 
how to be an effective leader of employees, often require cognitive and humanistic approaches. 
Also, the ability of the learner needs to be considered. More sophisticated learners usually 
 require more cognitive approaches and a chance to discuss their viewpoints. 

 On-the-Job Training for Managers 
 On-the-job management training is the preferred type from many points of view, especially 
because of its relevance and immediate transferability to the job. There are three widely 
used approaches to training managers on the job. These programs are not mutually exclu-
sive; often they are run simultaneously. 

  Coaching and Counseling  One of the best and most frequently used methods of training 
new managers is for effective managers to teach them. 34  The coach-superior sets a good 
example of what a manager does. He or she also answers questions and explains why things 
are done the way they are. It is the coach-superior’s obligation to see that the manager-
trainee makes the proper contacts so that the job can be learned easily and performed 
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adequately. In some ways, the relationship between the coach-superior and the manager-
trainee resembles the buddy system in employee training. 
  Although most organizations use coaching and counseling as either a formal or an infor-
mal management development technique, it is not without its problems. Coaching and 
counseling fail when inadequate time is set aside for them, when the subordinate is allowed 
to make no mistakes, if rivalry develops, or if the dependency needs of the subordinate are 
not recognized or accepted by the superior. In sum, many experts contend that coaching 
and counseling, when coupled with planned rotation through jobs and functions, are effec-
tive techniques. They can fit the manager’s background and utilize the principle of learning 
by doing what has proven effective. Finally, the method involves the supervisors, which is 
essential to successful management development. 

  Transitory Anticipatory Experiences  Another approach to management training is to 
provide transitory experiences. Once it has been determined that a person will be promoted 
to a specific job, provision is made for a short period before the promotion in which she or 
he learns the new job, performing some new duties while still performing most of the old 
ones. This intermediate arrangement is labeled differently in various organizations: assis-
tant understudy, multiple management, or management apprenticeship. 

 EXHIBIT 13–7
 Objectives of Three 
Approaches to 
Learning 

Techniques               

   Objective     Humanist     Cognitivist     Behaviorist    

    Knowledge             

   Transmit     Inductive discussion     Lecture/film     Multiple-choice   
   information     Inductive game     Graphic illustration     Memorization   
        Debrief experience     Panel/interview SME     Association   
        Relevance discussion     Class presentation        
        Active elaboration     Reading        
             Question and answer        
             Review        

   Verify     Confirmatory discussion     Test     Question with 
information   answer          

    Skill                  

    Induce     Discuss action     List steps     Behavioral model   
   response     Visualize action     Demonstration     Behavioral samples   
        Inductive case study     Success stories     Prompting/cueing   

   Strengthen     Mental rehearsal     Case study     Worksheets    
   response     Project          Skill drill (game)   
   (practice)               Simulation   
                  Role-playing   

   Apply the     Action plan     Coaching/feedback     Realistic practice   
   skill     Planning guide          Job aid prompts   
        Elaboration (skit)          On-the-job 
   reinforcement   
        Contract                    

    Attitude              

         Self-assessment     Authority statement     Assessment   
        Encounter experience     Vicarious experience     Pleasant experience   
        Discussion of beliefs     Debate     Reinforcement   
        Reverse role-playing     Testimony        
        Guided reflection             
        Group decision                 
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  The main characteristic of this type of program is that it gives partial prior experience to 
a person likely to hold a position in the future. 35  In some approaches, the trainee performs 
a part of the actual job; thus, an assistant does some parts of the job for the incumbent. 
Another variation is to provide trainees with a series of assignments that are part of the new 
job in order to train them and broaden their experiences. 
  To the extent that transitory experiences simulate the future job and are challenging, 
they seem to provide an eminently reasonable approach to management development. 
Little systematic study has been made of the effectiveness of this approach, however, and 
it appears to be used less often than coaching or counseling. 

  Transfers and Rotation  In another on-the-job approach, trainees are rotated through a 
series of jobs to broaden their managerial experience. Organizations often have developed 
programmed career plans that include a mix of functional and geographic transfers. 
  Advocates of rotation and transfer contend that this approach broadens the manager’s 
background, accelerates the promotion of highly competent individuals, introduces more 
new ideas into the organization, and increases the effectiveness of the organization. But 
some research evidence questions these conclusions. 36  Individual differences affect 
whether the results will be positive, and generalists may not be the most effective managers 
in many specialized positions. 
  Geographic transfers are desirable when fundamentally different job situations exist at 
various places. They allow new ideas to be tried instead of meeting each situation with the 
comment, “We always do it that way here.” As in many other types of development, trained 
supervisors can make this technique more effective. 
  In general, because of the perceived relevance of on-the-job experience, it should 
be provided in management development programs. Because of individual differences 
in development and rewards by organizations, however, off-the-job development 
 programs should supplement it where expertise is not readily available inside the 
 organization. Exclusively on-the-job programs lead to a narrow perspective and the 
 inhibition of new ideas. 

 Off-the-Job Training 
 Organizations with the biggest training programs often use off-the-job training. A survey 
of training directors in Fortune 500 companies examined their views of which off-the-job 
training techniques were the most effective for specific objectives. The training directors 
indicated that if knowledge was the objective, it would be best to use programmed instruc-
tion. On the other hand, if the training was intended to improve problem-solving skills, 
then it would be better to use the case method of training (for example, having participants 
analyze job-related cases). Research suggests that the most popular methods of instruction 
for off-the-job training are lecture-discussion, programmed instruction, and computer-
assisted instruction (CAI). 37  

  Lecture-Discussion Approach  The most frequently used training method is for a trainer 
to give a lecture and involve the trainee in a discussion of the material to be learned. Effec-
tive classroom presentation supplements lecture with audiovisual aids such as blackboards, 
slides, and mock-ups. Frequently, these lectures are videotaped or audiotaped. The method 
allows the trainers’ message to be given in many locations and to be repeated as often as 
needed for the benefit of the trainees. Videotape recording also allows for self-observation, 
which is especially useful in such programs as sales training and interpersonal relations. 
The trainee’s presentation can be taped and played back for analysis. 

  Computers  Each day more firms are using  computer-assisted instruction (CAI)  to 
train employees. The advantages for training include allowing trainees to learn at their own 

HRMemo There are 
approximately 
80 million 
20-somethings that 
are currently entering 
the workforce. This 
cohort, known as 
Gen Y, is different 
from previous work 
generations in that 
it craves work 
experiences that 
are continuously 
stimulating, 
interaction with 
groups, and 
immediate and 
ongoing feedback. 
Training programs 
need to be adjusted 
to resonate with these 
younger employees. 
Specifi cally, training 
should be ongoing, 
interactive and 
digital, team oriented, 
and based on gaming 
techniques.

Source: Sharon Birkman Fink 
(July–August 2008), “Training 
the Next Generation,” 
Training, Vol. 45, Iss. 6, 
pp. 12–14.
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Companies are increasing their use of the web for man-
agement and other training. Delaware North Compa-
nies Inc. (DNC), a hospitality and foodservices provider 
based in Buffalo, New York, with 40,000 employees 
globally, used to rely on local executives and HR managers 
to give management training to new supervisors, but 
results varied widely.
 Recently, DNC began to roll out a four-level program 
for its 3,000 managers—front-line supervisors to top 
executives—that delivers self-paced interactive training 
via the web, followed by virtual classes. The higher-level 
course work will also include face-to-face meetings and 
group projects.
 DNC and a growing number of organizations use the 
web to train employees in management, teamwork, ethics, 
languages, and other soft skills. As they expand globally, 
these companies rely on such e-learning to deliver cost-
effective soft-skills training with reach, consistency, and 
some of the richness of classroom-based training.
 Game-like simulations and 3-D worlds similar to the 
popular Second Life also have potential for teaching soft 
skills. Companies such as IBM, Cisco, Intel, and the oil 
companies are looking into this, says Eilif Trondsen, who 
studies technology-enabled learning as program and 
 research director at SRI Consulting Business Intelligence 
in Menlo Park, California.
 Managers in many other companies understand that 
the younger generation already does just about every-
thing on cell phones, computers, and networks, and will 
expect to use these tools when they enter the work-
force. For this reason, companies are finding ways to 
deliver soft skills such as management and language 
training, and mentoring, through e-learning.
 U.S. Bancorp recently launched a mentoring pro-
gram via the web. Before the tacit knowledge of the 
past 40 years walks out the door with the retiring baby 
boomers, it wants to make sure that the boomers 
transfer knowledge to younger workers—a task not easy 
to achieve with 50,000 employees in 49 states and 
several foreign countries. The bank’s Mentor Connect 
program uses the web to match mentors with those 
who want mentoring. With software developed by Triple 

Creek Associates Inc. of Greenwood Village, Colorado, 
Mentor Connect gathers demographic and competency 
information from mentors and from those who want 
mentoring, and then it suggests matches. Chris Brown-
ing, vice president of operations and client services at 
Triple Creek, says the software, called Open Mentoring, 
has made more than 50,000 matches in 60 countries for 
several hundred corporate clients. Supporting ethnic di-
versity is a popular use of mentor relationships, he adds.
 Reuters Group PLC in London had different organiza-
tional needs when it turned to web-based soft-skills 
training. When Charles Jennings joined as global head of 
learning five years ago, the company had more than 
3,000 suppliers for training, including nearly 100 English 
schools.
 Reuters is best known as a news agency, but only 
2,500 of its 18,000 employees in 90 countries work in 
news. About 14,000, including 2,000 in India and 1,800 
in Thailand, develop, sell, and support financial informa-
tion products. English is not the native language for at 
least half of the employees, so language training is a top 
need, Jennings says.
 In 2004, Jennings enlisted GlobalEnglish Corp. 
of  Brisbane, California, to deliver English lessons online. 
GlobalEnglish has more than 400 corporate customers 
with about 80,000 students in 140 countries, says 
Deepak Desai, chief executive officer. Employees tap 
self-paced interactive courses on the Internet. Now, 
Reuters funds an outside class or teacher only after an 
employee  masters the e-learning component and if he 
or she needs specialized English for a job. About 1,000 
employees study English via e-learning, Jennings says. 
The program preassesses each learner and then offers 
a custom program. A virtual language lab connects 
each learner with a native-English speaker. Pronuncia-
tion guides help native speakers of various languages: 
A native-French speaker, for instance, can get assis-
tance with English words and phrases that are espe-
cially difficult for French speakers.

Source: Adapted from HRM Magazine, Jan. 8, 2008, Bill Roberts 
“Hard Facts About Soft Skills E-Learning,” pps. 76–78 © 2008.

HR Journal Soft Skills E-Learning

pace, to study areas that need improvement, and—depending on availability of personal 
computers—flexibility. The computer has changed the way people at work learn. Learning 
is more self-initiated and individualized. A number of computer training methods are becom-
ing more widely used. 38  
  The  Internet  offers ways to increase learning, link resources, and share valuable 
knowledge inside and outside an organization. People can use the Internet to deliver 
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 training in the following ways, either individually or in combination with other instruc-
tion methods: 

 • E-mail for accessing course material and sharing information. 

 • Bulletin boards, forums, and newsgroups for posting comments and questions. 

 • Interactive tutorials and courses that let trainees take courses online. 

 • Real-time conferencing that places all participants in the same virtual classroom. Train-
ees can download documents, tutorials, and software. 

     Intranets  are internal, proprietary electronic networks similar to the Internet. Typi-
cally, an intranet delivers programs that have been developed or customized for an organi-
zation’s particular learning needs. List-serve discussion groups and virtual-learning 
campuses are just a few ways organizations are using intranets to share information among 
employees. 
  Some intranets can also support the delivery of CD-ROM-based training. As CD-ROM 
programs continue to become more sophisticated, trainers can learn more about them 
through the use of “authoring” software, which ranges in difficulty from straightforward, 
template-based programs to more complex applications requiring expert programming 
skills. 
  HRM practitioners and trainers should also have a working knowledge of multimedia 
technology. It enhances learning in individual and group settings with audio, animation, 
graphics, and interactive video delivered via computer. Those capabilities let trainees re-
trieve information when they want it and in the way that makes the most sense to them. 
   Training  magazine and OmniTech Consulting Group Inc. of Chicago assessed the use 
of  multimedia-based training (MBT)  in 146 of the Fortune 1000 firms. MBT was 
defined as an interactive learning experience incorporating the use of either CD-ROM or 
World Wide Web technology (via Internet or intranet). 39  
     Virtual reality (VR)  is a step beyond multimedia. VR is a computer-based technology 
that enables users to learn in a three-dimensional environment. The trainer can, by using a 
simulated situation, interact in real time with its components by viewing a virtual model on 
a computer screen or through a head-mounted display. 
  Virtual reality training can be used in a wide range of applications, from teaching pilots 
how to fly a new jet airline to helping new doctors make more precise patient diagnoses. In 
2009, Sodexo Inc., a foodservice and facilities firm, decided to hold a 3-D virtual diversity 
conference for 450 of its geographically dispersed employees. In previous years, the firm 
would pay for these employees to travel to the firm’s Paris-based headquarters for the two-day 
conference. Instead, employees were instructed to log onto a website where they directed an 
avatar (in a virtual conference setting) to listen to presentations and discussions, participate in 
chat rooms, and network with other attendees’ avatars. Sodexo reported that the virtual event 
was successful and saved the company about $1.8 million in travel-related costs. 40  
  The Virtual Reality Institute was established in the United States to offer training and 
consulting services to corporate clients. Northern Telecom, a developer of communications 
products, and Superscape, a leading builder of VR tools for desktop computers, announced 
the release of new virtual reality training software for telephone console attendants. On a 
service call, an appliance technician is asked to fix a broken refrigerator but discovers that 
he hasn’t worked on that particular model before. No problem—he pulls out his laptop 
computer, accesses a phone line, and within moments downloads schematics and technical 
data on the appliance. The technician can also reach immediate interactive technical 
 assistance that literally talks him through repair procedures. 41  
  The type of training the technician received is generally called  distance learning    or 
 distance training —some experts have taken to using the term “just-in-time training.” 
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HR Challenge (continued from pages 391 and 402)

After Bob and Gwen performed the training needs analysis, they isolated the skills training 
necessary. The supervisors and employees said the key need was improved training in the 
use of the new equipment. They also identified other work-related skills that appeared to 
decrease employees’ efficiency.
 Then Bob prepared a proposed training program. The training needs analysis had identi-
fied the employees who needed the training the most. For trainers, he decided to propose 
that the manufacturer of the new equipment should provide a trainer. This person would 
train Bob and several supervisors who appeared to have the greatest potential to run em-
ployee training programs. He also proposed that the manufacturer provide mock-ups of the 
machines to use in the training (if any were available). Lacking that, slides would be used. 
Then the firm would use several machines for training alone—a semi-vestibule approach. 
The cost would be minimal. The manufacturer would provide the training free.
 Harold approved the plan, and the training sessions were conducted. Two months after 
the training was completed, however, there was little change in results. Gwen realized that 
they had not done as good a job in the cost feasibility study as they should have. No formal 
evaluation of the training had been planned or done.
 Gwen and Bob went back to the supervisors to interview them on what had happened.

Sandy Feldman (supervisor) I told you people the problem was who you hired. 
Training clowns like the ones I’ve got won’t help.

Miguel Rodriguez (supervisor) I thought that training would help. It did a little, for a 
while. But my problem has become discipline. They know how to do the job—they 
just don’t seem to want to do it.

Harry Samson (supervisor) Maybe the problem was how the training was done—
I don’t know. I see few real results so far.

 Bob and Gwen decided to do a formal evaluation of the next training program. As for 
what to do now, performance evaluation time was coming up. Maybe rewards for better 
employees would help. Maybe the labor market had opened up and some terminations 
and rehirings would be the answer. They’d just have to keep working on it until they could 
really help Harold and the company.

Whatever you choose to call it, the nature of corporate training is changing. The trainer is 
quickly evolving into someone who facilitates, guides, and acts as a mentor for employers 
and employees, helping them find and use the best and most timely training available. The 
goal of the corporate trainer should now be to find, interpret, and assess a wide range of 
information and technologically sophisticated products. 
  Stetord, a Norwegian oil company, uses virtual reality to initiate remote-controlled oil 
rigs. Trained engineers control all aspects of drilling in oil fields and in the Norwegian Sea. 42  
  By virtue of their industry and size, some organizations have already seized opportuni-
ties that have placed them on the leading edge of integrating technology into workforce 
training programs. These companies include AT&T, Ford Motor Co., Intel Corp., and 
Aetna Life & Casualty. The U.S. government is also considered a trendsetter when it comes 
to using high-tech training techniques. 
  Since the government has used technology for many years to share information, federal 
agencies have naturally gravitated to distance learning. The distance-learning programs 
that the agencies have created are cost efficient and effective because the various agencies 
don’t have to reinvent the wheel; agencies share resources and review analyses and studies 
through the Government Alliance for Training and Education (GATE). The developed 
coursework, material, and programming are then made available to government agencies 
through the Government Education and Training Network (GETN). 
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  A good example of how GETN works is an ethics training course that was offered to all 
government agencies via distance learning at the time of this writing. All federal employ-
ees are required to have ethics training, and agencies can have the course downlinked to 
their office sites. The ethics training course was developed as a collaborative effort through 
GATE. The IRS donated instructional designers to create the course curriculum, while 
 another agency provided the studio and office space for the course’s original site. 43  

 Management Development: An Overview 

 What Is Management Development? 
 Organizations and their environments are dynamic and constantly changing. New technolo-
gies are developed, competitors enter and leave markets, inflation increases, and produc-
tivity fluctuates. These are the kinds of changes that managers face. The development of 
managers and nonmanagers is a continuous process in the most successful firms. It is an 
area of study directed toward using behavioral science knowledge to deal with problems 
of change. 44  
  Management development should be planned, since it requires systematic diagnosis, 
development of a program, and the mobilization of resources (trainers, participants, teach-
ing aids). It involves either the entire system or an entire unit. It must have top-management 
commitment if it is to be a success. 
  Exhibit 13–8 lists a variety of development approaches that are available to managers. 
There is no one best approach. The crucial point to consider is what the diagnosis shows. 

Objectives to be used in evaluation of
success of program

1. Determine short- and long-term
goals of the organization

2. Examine work requirements, 
specifications, and changes in work

3. Determine behaviors needed to
perform work and performance
standards

4. Develop behavioral objectives 
to be accomplished through 
development programs

Organizational analysis
   Discussion
   Rewards
   Analysis of meetings
   Review goals, mission, and strategic plan
   Organizational diagnosis

Work analysis
   Observation
   Questionnaires
   Performance review
   Critical incidents

Human resource analysis
   Observation
   Records
   Critical incidents

EXHIBIT 13–8
Diagnostic Steps 
in Development 
Programs
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 Development: Individual Techniques 

 One way to classify development techniques is on the basis of the target area they are intended 
to affect. There are three major target areas: (1) individual, (2) group, and (3) organizational. 
Goal setting is designed to improve an individual’s ability to set and achieve goals. Behavioral 
modification is the use of individual learning through  reinforcement. Team building focuses 
on the group and total quality management (TQM) targets the organization as a whole. 

 Goal Setting 
 A  goal  is the object of an action; it is what a person attempts to accomplish. For example, 
attempts to sell more products, to improve customers’ satisfaction with service, and to de-
crease absenteeism in a department by 5 percent are goals. Since 1968, when E. A. Locke 
presented what is now considered a classic paper, there has been considerable and growing 
interest in applying goal setting to organizational problems and issues. 45  
  Locke proposed that goal setting is a cognitive process of some practical utility. His 
view is that an individual’s conscious goals and intentions are the primary determinants of 
behavior. That is, “one of the commonly observed characteristics of intentional behavior is 
that it tends to keep going until it reaches completion.” 46  Once a person starts something 
(e.g., a job, a new project), he or she pushes on until a goal is achieved. Intent plays a 
prominent role in goal-setting theory. Also, the theory places specific emphasis on the 
 importance of conscious goals in explaining motivated behavior. Locke has used the notion 
of intentions and conscious goals to propose and provide research support for the thesis 
that harder conscious goals result in higher levels of performance if these goals are 
 accepted by the individual. 

 The Goal-Setting Process 
  Goal setting  seems simple, and most people assume that they have inherent skills to set 
and use goals. However, it has been found that training in specific goal-setting skills can be 
very effective. 
  Locke describes the attributes of the mental (cognitive) processes of goal setting. The 
attributes of goals that he highlights are specificity, difficulty, and intensity.  Specificity  is 
the degree of quantitative precision (clarity) of the goal.  Difficulty is  the degree of profi-
ciency or the level of performance sought.  Intensity  pertains to the process of setting the 
goal or of determining how to reach it. 47  To date, intensity has not been widely studied, 
although a related concept, commitment, has been considered in some studies. 48  Commit-
ment is the amount of effort used to achieve a goal. 
  The key steps in goal setting are (1) diagnosing; (2) preparing the employees for goal 
setting by increased interpersonal interaction, communication, training, and action plans; 
(3) emphasizing the attributes of goals that should be understood by a manager and sub-
ordinates; (4) conducting intermediate reviews to make necessary adjustments in established 
goals; and (5) performing a final review to check the goals set, modified, and accom-
plished. Each of these steps needs to be carefully planned and implemented if goal setting 
is to be an effective motivational technique. In too many applications of goal setting, train-
ing and development are ignored, with the excuse that no training is needed. 

 Research on Goal Setting 
 Locke’s original paper contributed to a considerable increase in laboratory and field 
 research on goal setting. Another force behind the increased interest and research was the 
demand of managers for practical and specific techniques that they could apply in their 
organizations. Goal setting offered such a technique for some managers. 49  The degree of 
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support for goal setting as a viable motivational technique is captured best by the authors 
of a meta-analytic study of the effects of goal setting on task performance: 

 If there is ever to be a viable candidate from the organizational sciences for elevation to the lofty 
status of a scientific law of nature, then the relationships between goal difficulty, specificity, 
commitment, and task performance are most worthy of serious consideration. 50  

  Research has shown that specific goals lead to higher output than vague goals such as 
“Do your best.” 51  Field experiments using clerical workers, maintenance technicians, market-
ing personnel, truckers, engineers, typists, and manufacturing employees have compared 
specific goals versus do-your-best goals. 52  The vast majority of these studies support, 
partly or in total, the hypothesis that specific goals lead to better performance than do value 
goals. In fact, in 99 out of 100 studies reviewed by Locke and his associates, specific goals 
produced better results. 53  

 The setting of a goal that is both specific and challenging leads to an increase in performance 
because it makes it clearer to the individual what he is supposed to do. This in turn may 
 provide the worker with a sense of achievement, recognition, and commitment in that he 
can compare how well he is doing now versus how well he has done in the past and, in some 
instances, how well he is doing in comparison to others. 

 Individual Differences and Goal Setting 
 Scattered throughout the goal-setting literature are studies that examine the effects of individ-
ual differences on goal setting. Most of these studies have examined the effects of education, 
race, and job tenure on the goal-setting process. A study involving electronics technicians 
found that goal difficulty (challenge) was significantly related to performance only for those 
technicians with 12 or more years of education. For technicians with less education, goal clar-
ity (i.e., having a clear understanding of the goal) and goal feedback (i.e., receiving feedback 
on how results matched the goal) were significantly related to performance. 54  
  In a field experiment, loggers working under assigned, participative, and do-your-best 
conditions were compared. Researchers found that participative goal setting affected the 
performance of the less educated loggers but not of the more educated loggers. 55  
  One study of white-collar employees examined three explanations of why participation 
in goal setting may lead to improved job performance: a social factor, group discussion; a 
motivational factor, being involved in the goal-setting process; and a cognitive factor, shar-
ing information. 56  Results of this study indicated that the social and motivational factors 
increased quantity of performance, learning the task, goal acceptance, group commitment, 
and satisfaction. 
  Another study examined race as a variable in goal setting. It found that goal clarity and 
goal feedback were related to performance for African Americans only. 57  In contrast, goal 
difficulty (challenge) was found to be related to performance for whites only. The research-
ers proposed that clarity and feedback may have affected the African American goal setters 
because they had a higher need for security. Goal clarity and accurate feedback are ways of 
increasing security. 

 Criticisms of Goal Setting 
 There are some arguments against goal setting or against becoming too enthusiastic about 
it. Some managers and researchers have found the following: 

 • Goal setting is rather complex and difficult to sustain. 

 • Goal setting works well for simple jobs—clerks, typists, loggers, and technicians—but 
not for complex jobs. Goal setting with jobs in which goals are not easily measured 
(e.g., teaching, nursing, engineering, accounting) has posed some problems. 
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 • Goal setting encourages game playing. Setting low goals in order to look good later is 
one game played by subordinates who do not want to be caught short. Managers play 
the game of setting an initial goal that is generally not achievable and then finding out 
how subordinates react. 

 • Goal setting is used as another check on employees. It is a control device to monitor 
performance. 

 • Accomplishment of goals can become an obsession. In some situations, goal setters 
have become so obsessed with achieving their goals that they neglect other important 
areas of their jobs. 

  Still, under the right conditions, goal setting can be a very powerful technique for moti-
vating employees. When used correctly, carefully monitored, and actively supported by 
managers, it can improve performance. (Goal difficulty and goal acceptance are two attri-
butes that need to be considered by management.) The clear implication for managers is 
that getting employees to set and strive to attain specific, relatively hard goals can generate 
a strong motivational force. 

 Behavior Modification 
 The basic assumption of operant conditioning is that behavior is influenced by its conse-
quences. B. F. Skinner’s work with animals led to the use of the term  operant conditioning.  
However, the term more often used when principles of operant conditioning are applied to 
individuals is behavior modification (also called B-mod and behavior mod). Thus,  behavior 
modification  is individual learning through reinforcement. 
   Organizational behavior modification  (also called  OB mod  or  OBM ) is a more general 
term that designates “the systematic reinforcement of desirable organizational behavior and 
the nonreinforcement or punishment of unwanted organizational behavior.” 58  OB mod is an 
operant approach to organizational behavior; “organizational” has been added to indicate that 
the operant approach is being used in work settings. In this discussion, however, the terms 
 behavior modification  and  organizational behavior modification  are used interchangeably. 

 Principles of Operant Conditioning 
 Several principles of operant conditioning can aid managers attempting to influence behav-
ior. Reinforcement is an extremely important principle of learning. In a general sense, 
motivation is an internal cause of behavior, while reinforcement is an external cause. 
 Positive reinforcement  is anything that both increases the strength of response and 
induces repetition of the behavior that preceded the reinforcements. 59  Without reinforce-
ment, no measurable modification of behavior takes place. 
  Managers often use positive reinforcement to modify behavior. In some cases, positive 
reinforcers work as predicted; in other cases, however, they do not modify behavior in the 
desired direction because of competing reinforcement contingencies. When reinforcers are 
not made contingent on the behavior desired by the manager, desired behaviors do not oc-
cur. Also, giving reinforcers long after the occurrence of the desired behaviors decreases 
the probability of their recurrence. 
     Negative reinforcement  refers to an increase in the frequency of a response follow-
ing removal of a negative reinforcer immediately after the response. An event is  a negative 
  reinforcer  if its removal after a response increases the performance of that response. For 
example, exerting a high degree of effort to complete a job may be negatively reinforced by 
not having to listen to a nagging boss. By working hard, the employee is able to keep the 
boss away. The unpleasant boss is removed because the employee works hard. 
     Punishment  is an uncomfortable consequence of a particular behavioral response. 60  
A professor who takes off 10 points for each day a paper is late is using punishment. 
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 Punishment, when applied, sends a message not to do something. It is certainly a contro-
versial method of behavior modification. Some people believe that punishment is the 
 opposite of reward and is just as effective in changing behavior. Others consider punish-
ment a poor approach to learning, for reasons such as the following: 

 • Results of punishment are not as predictable as those of reward. 

 • Effects of punishment are less permanent than those of reward. 

 • Punishment is frequently accompanied by negative attitudes toward the administrator of 
the punishment as well as toward the activity that led to the punishment. 

  Despite the potential costs of using punishment, it has been and will continue to be used 
as a method of altering behavior. In situations where the costs of not punishing outweigh 
the advantages, punishment may be an appropriate method. For example, punishing a 
worker who deliberately and overtly slows down the flow of work may be an economically 
necessary way of altering behavior. (However, there might be ways of dealing with the 
problem other than punishment.) The point is that punishment and its use depend on the 
situation and on the manager’s style of altering behavior. 
     Extinction  reduces undesired behavior through nonreinforcement. When positive rein-
forcement for a learned response is withheld, individuals continue to practice that behavior 
for some period of time. If this nonreinforcement continues, however, the behavior de-
creases and eventually disappears. 
  An important base for these four important principles—positive reinforcement, negative 
reinforcement, punishment, and extinction—is Thorndike’s classic  law of effect:  

 Of several responses to the same situation, those that are accompanied or closely followed by 
satisfaction (reinforcement) . . . will be more likely to recur; those which are accompanied or 
closely followed by discomfort (punishment) . . . will be less likely to occur. 61  

  The idea that the consequences of behavior—rewards or punishments—are critical in 
determining future behavior remains an important foundation for the use of operant condi-
tioning in organizational settings. Recall that positive reinforcement occurs when a posi-
tively valued consequence (e.g., a promotion) follows a response to a stimulus. Negative 
reinforcement occurs when a behavior causes an undesirable factor to be taken away 
(e.g., a nagging boss). Punishment occurs when an undesired behavior is followed by an 
unpleasant consequence (e.g., loss of pay). In punishment, the behavior is weakened by 
withdrawing something positive. 

 Behavior Modification: A Managerial Perspective 
 Behavior modification is based on the assumption that behavior is more important than its 
“psychological causes,” such as the needs, motives, and values held by individuals. 62  Thus, 
a behaviorist such as B. F. Skinner focuses on specific behaviors and not on such intan-
gibles as “esteem” or “personality structure.” For example, a behaviorist, told that an 
 employee is not performing well, would probably ask, “What specific behaviors led to this 
conclusion?” Discrete and distinguishable behaviors are important in developing any 
 behavior modification plan to correct a performance problem. 
  In addition, there is an emphasis on the consequences of behavior. For example, sup-
pose that all new management trainees are given a two-day training program on preparing 
budget reports. Shortly after the training sessions, managers notice that few reports are 
prepared correctly. One explanation may be that the training program was ineffective. 
However, behaviorists might approach the problem from a different direction. First, they 
could determine whether the trainees understand the importance of correct reports. They 
might then find out which trainees are turning in correct reports and what consequences, if 
any, are being received by these trainees. It could be that turning in correct reports results 
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in no observable consequences. Similarly, submitting an incorrect report may also result in 
no positive or negative consequences. The behaviorists might recommend developing a 
program of positive and negative consequences to improve the trainees’ reports (e.g., rec-
ognition, praise, a meeting with the boss to go over mistakes). Behaviorists believe that 
people tend to repeat behaviors that lead to positive consequences. 
  The proposed application of behavior modification in organizations follows a five-step 
problem-solving process similar to that shown in Exhibit 13–9: 63  

 1. Managers must identify and define the specific behavior. A behavior is pinpointed when 
it can be accurately observed and reliably recorded. For a behavior to be pinpointed as 
important, there must be positive answers to two questions: (1) Can it be seen? (2) Can 
it be measured? 

 2. Managers must measure or count the occurrences of the pinpointed behavior. This count 
provides managers with a clear perspective of the strength of the behavior under the 
present, or before-change, situation. 

 3. Managers conduct an analysis of the ABCs of the behaviors process—also called func-
tionally analyzing the behavior. 64  Thomas Connellan has developed a set of perfor-
mance analysis questions to get at the source of a problem. These are presented in 
Exhibit 13–10. 65  In analyzing below-average performance, for example, managers using 
a question format and the type of framework shown in Exhibit 13–11 are systematically 

Evaluation of critical behavior
comparing baseline versus
after-action behaviors

Feedback to make changes

Performing the ABC analysis
Antecedent—Behavior—Consequence

The action plan and strategies
   Positive reinforcement
   Negative reinforcement
   Extinction
   Punishment

Measuring, counting, and formulating
baseline point for critical behaviors

Behavior discrepancy or lack of 
experience pinpointing 

EXHIBIT 13–9 
Applied Behavior 
Modification: 
A Step-by-Step 
Procedure
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viewing the problem of below-average performance in terms of antecedents, behaviors, 
and consequences. 

 4. The first three steps in an applied behavior modification program set the stage for the 
actual modification. 

 5. The fifth step involves evaluation. 

 Criticisms of Behavior Modification 
 Critics have attacked behavior modification on a number of grounds. A frequent concern 
with the use of reinforcers is that there is no real change underlying behavior; the person is 
just being bribed to perform. However, bribery refers to illicit use of rewards to corrupt 
someone’s conduct. In reinforcement, outcomes are delivered for behaviors designed to 
benefit the person and the organization. Thus, the criticism, although logical, really does 
not apply to the reinforcers typically used in organizations. 
  Locke believes that it is a mistake to view reinforcements as modifying responses auto-
matically, independent of a person’s beliefs, values, or mental processes. He says that this 
theory is simple and appealing but that the facts do not support it. Locke claims that people 
can learn by seeing others get reinforcement and by imitating those who are reinforced. 
There is also self-reinforcement, which operant conditioning theorists ignore. 66  
  Another criticism focuses on the point that individuals can become too dependent on 
extrinsic reinforcers (e.g., pay). Thus, behavior may become dependent on the reinforcer 
and may never be performed without the promise of the reinforcer. The point is also made 
that when reinforcement is no longer provided, the behavior eventually becomes extinct. 

Antecedent

Does the employee know what is expected?
Are the standards clear?
Have they been communicated?
Are they realistic?

Behavior

Can the behavior be performed?
Could the employee do it if his or her life depended on it?
Does something prevent its occurrence?

Consequence

Are the consequences weighted in favor of performance?
Are improvements being reinforced?
Do we note improvement even though the improvement may 

still leave the employee below company standards?
Is reinforcement specific?

EXHIBIT 13–10
Questions for 
Performance Analysis

Source: Thomas K. Connellan, 
from “How to Improve Human 
Performance: Behaviorism 
in Business and Industry.” 
Copyright © 1978 by Thomas 
K. Connellan. Reprinted by 
permission of Pearson 
Education, Inc.

EXHIBIT 13–11
Using the ABC 
Analysis for 
Below-Average 
Performance

    A
Antecedents

Skill Set:
Strengths & deficiencies

Personal health
Poor communication of 

performance expectations
Poor job review
Poor job orientation
Lack of training

B
Behaviors

Not helping colleagues
Apathetic
Argumentative
Tardy
Daydreaming
Not communicating 

regularly
More-frequent absences

C
Consequences

Meeting with manager
Review of performance 

over last four quarters on 
analysis of this manager

Note placed in personnel 
file

Reprimand
Suspension without pay
Termination
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However, some studies show that extinction does not always occur when reinforcers are 
terminated—but these studies involve mostly children and mental patients. Whether the 
same results can be expected of normal adults has not been adequately tested. 

 Development: Team Building 

 Numerous development techniques improve the effectiveness of groups, such as process 
consultation, survey feedback, and team building. In order to more fully understand these 
types of techniques, team building is presented here. 
     Team building  is a development process that helps or prepares organization members 
to work more efficiently or effectively in groups. It is designed to enhance individual team 
members’ problem-solving skills, communication, and sensitivity to others. 67  
  Any organization depends on the cooperation of a number of people if it is to be suc-
cessful. Consequently, teams of people have to work on a temporary or permanent basis in 
harmony. 68  Task forces, committees, project teams, and interdepartmental groups are the 
kinds of teams that are frequently brought together. 
  In one organization, team building followed this pattern. 69  

 1.  Team skills workshop.  Production teams in the firm went through a 2 ½-day workshop 
that included various experiential exercises. 

 2.  Data collection.  Attitude and job data were collected from all teams (individual 
members). 

 3.  Data confrontation.  Consultants presented data to teams. It was discussed, and problem 
areas were sorted out. Priorities were also established by each team. 

 4.  Action planning.  Teams developed their own tentative plans to solve problems. 

 5.  Team building.  The teams finalized plans to solve all the problems identified in step 4 
and considered barriers to overcome. 

 6.  Intergroup   team building.  The groups that were interdependent met for two days to 
establish a mutually acceptable plan. 

  When team building is successful, participation is encouraged and sustained. There also 
can be improved communication and problem solving within and between teams. Team 
building has proved to be most successful when the technique is tailored to fit the needs 
and problems of the groups involved. 70  
  How far can organizations go with team building? Some observers believe that “teams,” 
or what some refer to as high-performance teams, are the wave of the future. At Corning, 
management recognizes 3,000 teams that are empowered to complete their tasks as they 
determine how best to do the job. 71  The teams typically consist of 3 to 30 workers, some-
times blue-collar, sometimes white-collar, and sometimes both. 
  A number of firms that have encouraged and rewarded teams are receiving a lot of 
attention. 

 • Half of Google’s 10,000 employees work on product development projects (e.g., 
Google 1 ) and do so in small teams of three or four. The team leader position rotates 
among team members depending on the expertise required for a given project and 
no one needs permission to switch teams. Team members are encouraged to find and 
commit to projects without having being asked to do so. 

 • Teams at Whole Foods have a lot of say when it comes to staffing, pricing, and product 
selection with regard to their departments. When teams meet their profitability goals, 
team members are rewarded with bonuses. Given the fact that compensation is tied 
to team performance, team members have little patience for co-workers who don’t 
 contribute to the success of the team. 

iva29120_ch13_389-431.indd Page 421  12/21/11  10:36 AM user-f462iva29120_ch13_389-431.indd Page 421  12/21/11  10:36 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



422  Part Four  Developing Human Resources

 • Gore, the maker of Gore-Tex and other innovative products, allows associates the free-
dom to choose the teams on which they want to work. While they can spend their time 
developing any product idea they are passionate about, all associates are reviewed at the 
end of each year by at least 20 peers; the outcome of the review will be used to deter-
mine associates’ compensation. 72  

  FedEx has been particularly successful using teams in its back-office operations in 
Memphis. As part of a companywide push to convert to teams, FedEx organized its 1,000 
clerical workers into superteams of 5 to 10 people. Efficiency and accuracy have  improved 
significantly. 

 Evaluation of Training and Development 

 At the outset of this chapter, the problem Gwen Meridith and Harold Matthews face is 
deciding whether the training offered was effective. They had not designed a formal evalu-
ation of the training program. This section focuses on such evaluation. 
  The evaluation step is the final phase of the training and development program. Cost-
benefit analysis generally is more feasible for training and development than for many 
other HRM functions. Costs are relatively easy to compute: They equal direct costs of 
training (trainer, materials, and lost productivity, if training is done on company time) plus 
indirect costs (a fair share of the administrative overhead of the HR department). 73  
  Essentially, the evaluation should be made by comparing the results (the benefits) with 
the objectives of the training and development program that were set in the assessment 
phase. It is easier to evaluate the results of some programs (for example, typing) than oth-
ers (for example, Outward Bound training and leadership). 74  The criteria used to evaluate 
training and development depend on the objectives of the program and who sets the crite-
ria: management, the trainers, or the trainees. For example, one study found that trainees 
who were asked to develop their own evaluative criteria chose standards that varied from 
knowledge of the subject to the amount of socializing allowed during training sessions. 75  

 Criteria for Evaluation 
 There are three types of criteria for evaluating training: internal, external, and participants’ 
reaction. Internal criteria are directly associated with the content of the program—for 
example, whether the employee learned the facts or guidelines covered in the program. 
External criteria are related more to the ultimate purpose of the program—for example, 
improving the effectiveness of the employee. Possible external criteria include job perfor-
mance rating, the degree of learning transferred from training and development sessions to 
on-the-job situations, and increases in sales volume or decreases in turnover. Participants’ 
reaction, or how the subjects feet about the benefits of a specific training or development 
experience, is commonly used as an internal criterion. 
  Most experts argue that it is more effective to use multiple criteria to evaluate training. 76  
Others contend that a single criterion, such as the extent of transfer of training to on-the-job 
performance or other aspects of performance, is a satisfactory approach to evaluation. 
  One view of a multiple-criterion evaluation system was developed by Kirkpatrick. 77  He 
suggests measuring the following: 

 •  Participants’ reaction —whether subjects like or dislike the program. The participant 
indicates his or her satisfaction with the program. 

 •  Learning— the extent to which the subjects have assimilated the knowledge offered and 
skills practiced in the training program. Does the participant score higher on tests after 
the training or development than before? 
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 •  Behavior— an external measure of changes or lack of changes in job behavior; the 
 ratings a participant received in performance appraisal (comparison of “before” and 
“after” ratings). 

 •  Results— the effect of the program on organizational dimensions such as employee 
 turnover, productivity, volume of sales, or error-free letters typed. 

  At present, many firms assess reactions, but very few measure behavioral results. 

 A Matrix Guide for Evaluation 
 One useful device for addressing the issue of evaluation is a systematic evaluation matrix. 
A matrix, because of its organization, can help those involved with training and develop-
ment programs to systematically review relevant issues or questions. Exhibit 13–12 pres-
ents such a matrix, which could be used as a guideline for evaluating any of the programs 
and techniques covered in this chapter. 
  The relevant issues—improvement in skills, training and development materials, costs, 
and long-term effects—are crucial questions that can be answered by use of evaluation. 
But the issues and questions provide only the direction that evaluation can take. The actual 
design and data collection require following the scientific method used by behavioral 
scientists. Simply asking participants if they liked the program after they have attended a 
sensitivity group or a behavioral modeling session is not very scientific. What would you 
expect to be the answer? Certainly, most of us like new experiences, new ideas. However, 
this does not mean that a program is good or beneficial for improving performance or in-
creasing interpersonal skills on the job. Perhaps the most pressing question is whether what 
is learned in training transfers to the job. Another crucial issue is what strategies manage-
ment can use to facilitate transfer of learning to the job. 78  

 EXHIBIT 13–12 An Evaluation Matrix: Issues to Consider 

          Relevant Issues 
to Evaluate    What to Measure  

  What to Examine 
for Answers  

  How to 
Collect Data    

  Records
Interviews

    1.  Are the participants 
learning, changing 
attitudes, or improving 
skills?  

  Participants’ attitudes or skills 
before and after (even during) 
training or development 
sessions  

  Comments 
Method of participation
Co-workers
Superiors  

  Interviews 
Questionnaires 
Records
Observations   

   2.  Are the training or 
development materials 
used on the job?  

  Participant’s on-the-job 
performance, behavior, 
and style  

  Subordinates’ 
performance, attitudes, 
and style  

  Records
Interviews 

   3.  What are the costs 
of training and 
development?

  Fixed and variable costs of 
conducting training or 
programs and techniques  

  Cost of trainers
Consultants’ fees
Training aids
Rent
Utilities  

  Budget records   
Travel expenses

   4.  How long does the 
training or development 
have an effect on 
participants?  

  Participant’s on-the-job 
performance, behavior, and 
style over an extended period 
of time  

  Subordinates’ 
performance, attitudes, 
and style  
Questionnaires
Critical incidents
Observations (collected a 
number of times)       

Questionnaires
Critical incidents
Observations   

iva29120_ch13_389-431.indd Page 423  12/21/11  10:36 AM user-f462iva29120_ch13_389-431.indd Page 423  12/21/11  10:36 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



424

  Someone in authority (usually someone above the HR specialist involved in the training 
or development, such as a director of human resources or vice president of operations) 
must hold those who train and develop employees accountable. The efficient use of people, 
dollars, and facilities must be clearly shown. This can be done only if the evaluation phase 
is completed and sound research designs are used. Evaluation is certainly not easy, but it is 
a necessary and often glossed-over part of training and developments. 79  
  In sum, formal training and development have been shown to be more effective than 
informal or no training and development. However, for most training and development 
programs the results tend to be assumed rather than evaluated. 

 Summary    To summarize the major points covered in this chapter:  

  1. The principal purposes of orientation are: 

  a.  To reduce start-up costs of a new employee. 

  b.  To reduce the fear and anxiety of the new employee and hazing from other 
employees. 

  c.  To reduce turnover. 

  d.  To save time for supervisors and co-workers. 

  e.  To develop realistic job expectations, positive attitudes toward the employer, and 
job satisfaction. 

HR Challenge (continued from pages 391, 402, and 413)

After absorbing the material Bob brought her, Gwen approached Lester Young, Young 
Enterprises’ president, on an informal basis.

Gwen   You know, Les, our last attitude survey indicated major dissatisfaction with our 
development program at Young. We’ve been doing some research in our shop about 
development programs. I’m sure I couldn’t work it into this year’s budget, but we’re only 
six weeks away from the new budget. I feel the program is very important at this time. 
As you know, we were not completely satisfied with the training program on the new 
machinery. In addition, one or two of our supervisors have come in to complain about the lack 
of any organizational development program for them. How would you like us to proceed?

Lester   I heard some talk about OD at a recent American Manufacturers Association meeting. I hear it’s 
quite costly. We may have some problems in this area, but we’re in no position to make a major 
investment in development at the present time in view of our earnings situation. Why not work 
up a modest program for presentation to the budget and goals meeting six weeks from now—
no more than 5 percent of your current budget as an increment.

Gwen   Will do, Les.

 Gwen and Bob put together a proposal that they viewed as phase I. They proposed a 
supervisory development program with some help from the HR department for one-half of 
1 percent of current budget. After investigating the potential costs of an OD consultant, 
they felt they should begin to move in the development area. They proposed some begin-
ning funds for planning an OD program, the first phase of which would involve initial diag-
nosis and collection of a small sample of data. They proposed to set up an experiment 
using a behavior-modeling program in one unit for supervisory style, with a control group. 
Evaluation procedures were to be formal. They specified desired outputs: better readings 
from the attitude survey, some improvements in turnover and absenteeism, and some re-
sults in the productivity problem.
 Lester and the budget and goals committee accepted the proposal. Phase I began, and 
it was successful. Little by little, the company accepted a development program.
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  2. Training is a form of education to which the following learning principles can be 
applied: 

  a.  Trainee must be motivated to learn. 

  b.  Trainee must be able to learn. 

  c.  Learning must be reinforced. 

  d.  Training must provide for practice of the material. 

  e.  Material presented must be meaningful. 

  f.  Material taught must transfer to the job. 

  3. Purposes of training and development include: 

  a.  To improve the quantity of output. 

  b.  To improve the quality of output. 

  c.  To lower the costs of waste and equipment maintenance. 

  d.  To lower the number and costs of accidents. 

  e.  To lower turnover and absenteeism and increase employees’ job satisfaction. 

  f.  To prevent employee obsolescence. 

  4. When employee turnover is great, it is more important for the organization to provide 
formal technical training for employees. 

  5. Effective organizations design their training programs only after assessing the organi-
zation’s and individual’s training needs and setting training objectives. 

  6. Training approaches for employees include: 

  a.  On-the-job training (for managers, these include coaching and counseling; transi-
tory experiences; and transfers and rotation). 

  b.  Off-the-job training (discussion, programmed instruction, and computer-assisted 
technologies including virtual reality, multimedia-based training, distance learning, 
and interactive video training). 

  7. Management development is the process by which managers gain the experience, 
skills, and attitudes to become or remain successful leaders in their organization. 

  8. Management and professional development is designed to reduce obsolescence and to 
increase employees’ satisfaction and productivity. 

  9. The final phase of any training and development program should be evaluation. How-
ever, this phase is often bypassed by organizations. Also, there are some cases where 
rigorous evaluation may not illustrate qualitative improvements. 

 Key Terms  behavior modeling,  p. 407  
 behavior modification,  
p. 417  
 case method,  p.   405
 computer-assisted 
instruction (CAI),  p. 410  
 development,  p. 393  
 distance learning (distance 
training),  p.   412
 extinction,  p.   418
 goal setting,  p.   415
 in-basket technique,  p.   406

 Internet,  p.   411
 intranets,  p.   412
 learning organizations,  
p.   397
 management games,  p.   406
 multimedia-based training 
(MBT),  p. 412  
 negative reinforcement,  
p. 417  
 organizational analysis, 
 p.   395
 orientation,  p.   393

 outdoor-oriented 
programs,  p.   407
 performance analysis, 
 p.   400
 person analysis,  p.   395
 positive reinforcement, 
 p.   417
 punishment,  p.   417
 role-playing,  p.   405
 task analysis,  p.   395
 team building,  p.   421
 virtual reality (VR),  p.   412
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 1. Why is training an important requirement for organizations to undertake? 

 2. Which principles of learning theory should be considered when designing an effective 
training program? Explain. 

 3. What are the main purposes of orientation programs? What aspects of orientation seem 
to be the most neglected? 

 4. Why is the evaluation and assessment of training and development programs so 
difficult? 

 5. Will e-learning or online training replace classroom training? Why? What should train-
ing in goal setting involve, and who should participate in such training? 

 6. How could a person’s expectations about training influence what he or she learns in a 
formal training program? 

 7. What barriers exist that hamper the transfer of learning from the training classroom to 
back-on-the-job? 

 8. Why is a needs assessment a requirement for determining what training should be pro-
vided? Unfortunately, too many organizations bypass the needs assessment. Why? 

 9. Describe why a performance analysis may indicate that training is now needed to solve 
a particular problem. 

 Questions for 
Review and 
Discussion 

 Objective 
 This exercise illustrates how to properly assess training needs. 

 Set Up the Exercise 

 1. Select a job to analyze. You should choose a job that you have some familiarity with or 
have actually held. 

 2. Prepare or obtain a job description for it. What are the major duties and responsibili-
ties? Also, what activities must be done to complete the job? 

 3. In specific terms, what are the observable behaviors that a job holder must perform? 
 4. After completing steps 1 though 3, outline what type of training would be beneficial to 

improve performance in this job. What training methods seem to be best suited for 
this job? 

 A Note on Learning 
 This exercise emphasizes the type of careful analysis that must be conducted in determin-
ing specific needs for training. 

 EXERCISE 13–1 
 Assessing 
Training Needs 

 Application Case 13–1 

 Dunkin’ Donuts and Domino’s Pizza: Training for 
Quality and Hustle 
 Dunkin’ Donuts and Domino’s Pizza share the same requirement for success: Provide a 
high-quality product at impressive speed. Domino’s guarantees a hot, tasty pizza delivered 
to your doorstep as soon as possible. Dunkin’ Donuts promises fresh doughnuts every four 
hours and fresh coffee every 18 minutes. 

426  Part Four  Developing Human Resources

iva29120_ch13_389-431.indd Page 426  12/21/11  10:36 AM user-f462iva29120_ch13_389-431.indd Page 426  12/21/11  10:36 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 13  Training and Development  427

  To meet this requirement, both fast-food companies face the same training challenge: 
Train a very young (typically aged 18 to 21) and inexperienced workforce to meet rigorous 
performance standards. Both companies must train in an industry where turnover averages 
300 to 400 percent yearly and where company locations are widely dispersed. Domino’s 
operates 3,800 stores throughout the United States and seven foreign countries; Dunkin’ 
Donuts has 1,400 shops spanning the United States and 12 foreign countries. 
  The two companies approach this training challenge with a highly decentralized train-
ing function. At Domino’s Pizza, 85 percent of a nonsupervisory employee’s training oc-
curs on the job and is provided by the store manager or franchise owner. Each employee is 
usually trained to fill most of the shop’s five hourly jobs (order taker, pizza maker, oven 
tender, router, and driver), which helps during rush hours when a crew member doesn’t 
appear for work. Performance standards are demanding; the order taker must answer a call 
within three rings and take the order within 45 seconds. The pizza maker must make the 
pizza and place it in the oven within one minute. The oven tender must take one pizza out 
while putting another one in within five seconds and cut and box the pizza by the count of 
15. Domino’s encourages dedication to speed by keeping tabs on the fastest service and 
delivery times reported by its stores and publishing them as “box scores” in  The Pepperoni 
Press,  the company newspaper. 
  Although the bulk of training is on the job far away from corporate headquarters, Dom-
ino’s corporate training staff maintains some control over training by providing a variety of 
training aids. The staff makes available to shop management 14 videos (with instructor’s 
manuals) on such tasks as delivery, dough management, image, and pizza making. Each shop 
is equipped with a VCR. The videos are upbeat, fast-moving, and musical (MTV-style) 
with a heavy dose of comedy geared to its high school and college-aged audience. Young 
Domino’s employees play the roles in the videos. 
  Each shop also displays corporate-produced training posters with job hints and remind-
ers throughout the work area. Above the production line, for example, are large color pic-
tures of how a pizza should look at each step of the production process. Two popular posters 
are a glossy color picture of “The Perfect Pepperoni” pizza and a picture of a pizza cursed 
with the 10 common flaws (for example, scorched vegetables, air bubbles). The training 
materials communicate many key points with Domino’s-styled lingo, “Dominese.” 
  Store managers (aged 21–25) are trained by a six-course, typically six-month MIT program 
that includes coursework in pizza dough management, people management, cost management, 
and how to conduct on-the-job training of hourly employees. Manager trainees progress 
through five levels of training with higher performance requirements and more responsibilities 
added at each level. On-the-job training is an important part of the training program. 
  Many franchise owners (and all company-owned stores) send management trainees to 
the regional training center for classes taught by corporate trainers; however, management 
training often is decentralized, with franchise owners conducting the MIT courses them-
selves. Franchise owners must be certified to conduct the formal courses for their manager 
trainees. The certification process requires that the owner complete a “Training Dynamics” 
course on how to teach manager trainees; observe certified teachers training the MIT series 
of courses; and then co-teach the series with a regional trainer, who must approve the fran-
chisee’s performance. The quality of training provided by franchise owners is enhanced by 
the owners’ substantial in-store management experience. Only Domino’s store managers 
may apply for franchise ownership. 
  Domino’s corporate training staff is also involved in developing franchise owners by 
means of a rigorous training program for all prospective owners. The training includes a 
series of courses on contracts, site selection, store construction, and marketing, with an 
early, heavy emphasis on the nitty-gritty aspects of ownership to discourage those who are 
less than totally committed. 
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  Like Domino’s Pizza, Dunkin’ Donuts’ corporate training staff conducts a demanding 
training program for its franchise owners. Prospective franchisees undergo six weeks of 
training at Dunkin’ Donuts University in Braintree, Massachusetts. There, they spend four 
weeks in production training, learning how to make doughnuts, coffee, soup, and other 
products, and how to operate and maintain the production equipment. Performance stan-
dards are rigorous; the final production test requires that a trainee make 140 doughnuts per 
hour (enough to fill a shop’s doughnut case). Each batch of doughnuts is weighed and 
measured for length and height. If a batch of six cake doughnuts is one ounce too light or 
too heavy, for example, the batch fails the test. 
  Franchisees spend the last two weeks focusing on financial aspects of the business and 
on developing employee management skills (for example, supervising, performance 
appraisal, and interpersonal communication). The 12-member training staff conducting 
the program are all former store managers or district sales managers with about 10 years’ 
experience with the company. 
  Training of hourly employees is totally decentralized. Franchise owners serve as train-
ers and receive how-to instruction for this task. Like Domino’s Pizza, Dunkin’ Donuts’ 
corporate training staff also provides training videocassettes for owners to use. Quarterly 
clinics on quality control are also conducted by the company’s district managers and tech-
nical advisers. 
  Dunkin’ Donuts uses a different and decentralized approach to training its store manag-
ers who are not franchise owners. Rather than have franchise owners conduct the training, 
the company selects experienced store managers and trains them as store manager trainers. 
Their trainers train new managers using a program and materials developed by the corporate 
staff. This decentralized approach is relatively new for Dunkin’ Donuts and was adopted 
after the company dropped its 12-week training program conducted totally at corporate 
headquarters. With the centralized approach, turnover among new managers was 50 percent 
during training. Under the new decentralized, on-site approach, turnover during training is 
about 0.5 percent, and annual training costs have decreased from $418,000 to $172,000. 
  People-related management skills are emphasized in training both franchise owners and 
store managers. Dunkin’ Donuts credits this emphasis as a major reason why its annual turn-
over rate for hourly workers (80 percent) is considerably less than the industry average. 

 Discussion Questions 

 1. What are the strengths and shortcomings of a decentralized approach to training 
managers and hourly employees? Discuss. 

 2. Develop a plan for determining the training needs of the hourly paid staff of a Domino’s 
Pizza franchise. 

 3. In your opinion, why was the turnover rate among management trainees in Dunkin’ 
Donuts’ centralized program so high? 
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 14 
  Chapter   Career Planning and 

Development 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Describe  the term  career.  

 2.  Analyze  the potential organizational benefits that can result from 
 mentoring relationships. 

 3.  Explain  why organizations need to be concerned about dual-career 
couples. 

 4.  Discuss  how career “pathing” can be used within an organization. 

 5.  State  how career planning is done in organizations. 
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 HR Challenge 

 Jim Lucio was a 50-year-old executive with Neal Engineering Construction Company in 
Mesa, Arizona, a suburb of Phoenix. Despite his professional engineering training and his 
good position with the company, Jim had an identity problem. This conversation between 
Jim and Ellen Wislinski, his boss, indicates a midcareer concern. 

   Ellen   Jim, you’re really moving on the Salt River Project. Costs are under control and 
you’ve been able to control Tony (the chief engineer). 

   Jim   To be honest, Ellen, I’m sick of the project, Tony, and everything about the job. 
I can’t sleep, eat, or relax. 

   Ellen   I’m sorry to hear that. Do you need some time off? 
   Jim   No. I need to rethink my whole career. I’ve just lost my intensity. It hasn’t been 

sudden. It’s been growing over the last year. 
   Ellen   You know I’ll do anything I can to help you. You’re what made this company a 

success. 
   Jim   Thanks. But I really have to do some soul-searching. I’ve always wanted to own 

my own business, be my own boss. I just haven’t been brave enough to take the 
plunge. 

   Ellen   Jim, you know I’m selfish. I need you here at Neal, but if you make the break, I’ll 
help you any way I can. 

   Jim   Thanks again, Ellen. I have to think more about this. It’s a whole career change. 

  Serious business for a 50-year-old engineer. Jim Lucio has changed, and now he is try-
ing to cope with his thoughts and feelings. This is a difficult time in Jim’s life. He seems to 
have it all, but something is missing. He is not satisfied. Ellen is an understanding manager 
who also seems to realize that Jim Lucio is at a midcareer point in life and wants to make 
a change. 

433

 Intense global competition, technological changes, and pressure to be more efficient (i.e., 
do more with less) are causing many organizations of all sizes to restructure. Experts tend 
to agree that self-management by all employees in an organization is the “new normal” for 
human resources for the coming years. These changes mean that organizations today must 
be more aware than ever before of how best to utilize the talents of employees at all levels 
of the company. Capable people must be available to fill the new, evolving, and technologi-
cally more sophisticated jobs of the modern organization. Moreover, the contemporary 
concern for developing the full potential of all employees through job opportunities that 
provide responsibility, advancement, and challenging work reinforces such efforts. Even 
organizations facing a stable or a contracting future recognize that a key to performance is 
the development of human resources. 
  As organizations change, so do their employees. For example, a recently hired manager 
has different needs and aspirations from a midcareer or preretirement manager. Most of us 
move through a fairly uniform pattern of phases during our careers. The different phases 
produce different opportunities and stresses that affect job performance. Effective manag-
ers comprehend these implications and facilitate the efforts of employees who wish to 
confront and deal with their career and life needs. 
  Managers and employees should be involved with their own career development. Yet 
individual employees often lack the ability and the information needed to systematically 
develop their own career plans in ways that can work to their benefit and to the benefit of 
the organization—although there is a growing interest in providing individuals with this 
kind of information. 
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  This chapter reviews a number of programs that organizations and employees can use to 
plan and develop careers. Most of these programs have focused on managers, but more and 
more organizations are beginning to recognize that nonmanagers at all levels need career 
planning. 
  Careers do not just happen in isolation from environmental and personal factors. Every 
person’s career goes through a series of stages as identified in the HR Challenge presenta-
tion of Jim. Each of these stages may be influenced by attitudes, motivation, the nature of 
the task, economic conditions, and so forth. Every employee must be sensitive to the 
 “career cycle” and the role that different influences can play. 
  An adequate matching of individual needs, abilities, preferences, motivation, and orga-
nizational opportunities will not just happen. Individuals, organizations, and experts in 
 areas such as HRM all must take responsibility for things they can control. Employees 
must have a clear picture of the opportunities available now and anticipated in the future. 
Organizations should not guess at or assume some set of career needs. Likewise, employees 
should not have to guess how career development occurs in the organization. A sharing of 
information, an understanding of “career stages,” and concern about the forces highlighted 
in Exhibit 14–1 must be established as part of ongoing career planning and development. 
Anything less will probably result in the inefficient use of human resources. 
  Exhibit 14–1 shows in everyday terms how organizational needs and individual needs 
are linked so that the individuals’ satisfaction with their careers can be accomplished 
through strategic organizational objectives. 1  The individual must be involved in his or her 
own diagnosis, prescription, implementation, and evaluation. 

 The Concept of Career 

 The concept of  career  has many meanings. The popular meaning is probably reflected in 
the idea of moving upward in one’s chosen line of work—making more money; having 
more responsibility; and acquiring more status, prestige, and power. Although typically 
restricted to lines of work that involve gainful employment, the concept of career can apply 
to other life pursuits. For example, we can think of stay-at-home parents and volunteer 
workers as having careers; they too advance in the sense that their talents and abilities to 
handle larger responsibilities grow with time and experience. A parent of teenagers plays a 
far different role from the one he or she played when the children were preschoolers. 

Are employees developing
themselves in a way that
links personal
effectiveness and
satisfaction with the
achievement of the
organization’s strategic
objectives?

ORGANIZATIONAL NEEDS

What are the organization’s major strategic
issues over the next two to three years?
• What are the most critical needs and

challenges that the organization will face
over the next two to three years?

• What critical skills, knowledge, and
experience will be needed to meet these
challenges?

• What staffing levels will be required?
• Does the organization have the strength

necessary to meet the critical challenges?

INDIVIDUAL NEEDS

How do I find career opportunities within
the organization that will do the following?

• Use my strengths

• Address my developmental needs

• Provide challenges

• Match my interests

• Match my values

• Match my personal style

KEY ISSUE

EXHIBIT 14–1 Career Development System: Linking Organizational Needs with Individual Needs

Source: From Organizational Career Development: Benchmarks for Building a World-Class Workforce, by Gutteridge, Leibowitz, and Shore © 1993 by Jossey-Bass. 

iva29120_ch14_432-466.indd Page 434  1/6/12  9:16 AM user-f462iva29120_ch14_432-466.indd Page 434  1/6/12  9:16 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 14  Career Planning and Development  435

  A concise definition of a career that emphasizes its importance is offered by 
Greenhaus: 

 A career is the pattern of work-related experiences (e.g., job positions, job duties, decisions, 
and subjective interpretations about work-related events) and activities over the span of the 
person’s work life. 2  

  This definition emphasizes that the term career does not imply success or failure except 
in the judgment of the individual, that a career consists of both attitudes and behavior, and 
that it is an ongoing sequence of work-related activities. Yet, even though the concept of 
career is clearly work-related, it must be understood that a person’s nonwork life and roles 
play a significant part in a career. For example, the attitudes of a 50-year-old midcareer 
manager (midcareer means at or above the midpoint of a person’s working tenure) about a 
job advancement involving greater responsibilities can be quite different from those of a 
manager nearing retirement. A single person’s reaction to a promotion involving relocation 
is likely to be different from that of a father or mother of school-age children. 

A typical workplace includes three separate generations 
of employees, each with its own unique style and mind-
set. Teaching managers and workers about their differ-
ences is becoming a top priority across industries, jobs, 
and organizations.
 The approximate 46 million Generation Xers (early 
30s to mid-40s) tend to view careers and make career 
choices differently than their parents. The baby boomer 
generation, about 76 million strong (mid-40s to mid-
60s), attempted to balance work and family life. Gen 
Yers (20s to early 30s) are not so impressed with balance 
or cradle-to-grave job security.
 Gen Xers have witnessed downsizing, restructuring, 
and early retirement as the main issues faced by their 
parents. Thus, Gen Xers want flexibility, training and 
education, more money and benefits, and more oppor-
tunities. They are inclined to move from company to 
company and are not focused on loyalty. Gen Xers want 
to do the work and move to the next challenge. As far as 
loyalty is concerned, Gen Xers will stay as long as the 
employer offers something that they value.
 Mentoring and coaching are means of meeting Gen 
Xers’ high demand for learning and personal develop-
ment. Helping Xers feel as though they are growing, 
learning, and developing is what employers need to be 
concerned about.
 Another key attraction point for Gen Xers is flexible 
working hours. They want the flexibility to complete 
work requirements on a schedule that they have some 
control over. Rigid work schedules, top-down hierarchy, 
and complete job security doesn’t make good sense to 

the Xers. Freedom, taking risks, self-actualization, and 
continuous personal growth mean more. If employers 
want to motivate and retain Gen Xers, they will have to 
provide flexibility, independence, growth, and training 
opportunities.
 Generation Y, with its approximately 80 million 
members, are entering the workforce in growing num-
bers now. They have strong opinions about the ideal 
 career path. There is a lack of interest in climbing the 
corporate ladder. They also are entering the careers with 
different expectations than baby boomers and Genera-
tion Xers. They want to negotiate higher starting salaries 
and attempt to use multiple job offers to receive signing 
bonuses. Generation Yers also assume that they will be 
changing jobs frequently. This results in taking a short-
term career outlook without having goals to develop 
within their company.
 Although Generation Yers bring exceptional techni-
cal skills, are entrepreneurial, and have a deep social 
consciousness they will be surprised at what they 
have to learn in the “real” organizational world. There 
is going to be a high need for supporting the next 
generation, which will be the next big challenge for 
their managers and the HRM function.

Sources: Adapted from Michael Laff (May 2009), “Closing the 
Generation Gap,” T 1 D, Vol. 63, Iss. 5, pp. 20–23; Paul Harris 
(May 2005), “Boomer vs. Echo Boomer: The Work War?” Train-
ing & Development Journal, pp. 44–49; Julie Wallace (April 
2001), “After X Comes Y,” HR Magazine, p. 192; Shelly Reese 
(June 1999), “The New Wave of Gen X Workers,” Business & 
Health, pp. 19–23; Harry S. Dent, Jr. (1998), The Roaring 2000s 
(New York: Simon & Schuster).

HR Journal Career Needs Differ by Generation
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  The values of society change over time, and, consequently, how a person reacts to a 
career may be modified. While many people who are in managerial and professional 
 careers continue to be obsessed with advancement, continual success, and a continually 
increasing salary, there is a growing number of individuals who strive to balance between 
work achievements and personal and family priorities. Family needs and spending time 
off the job with loved ones are becoming topics that individuals are discussing and 
 considering more completely. 3  

 Career Stages 
 Most working people prepare for their occupation by undergoing some form of organized 
education in high school, nursing school, vocational school, or college. They then take a 
first job, but the chances are that they will move to other jobs in the same organization or 
in other organizations. Eventually, over the course of their career, they settle into a position 
in which they remain until retirement. The duration of each stage varies among individuals, 
but most working people go through all of these stages. 
  Studies of  career stages  have found that needs and expectations change as the indi-
vidual moves through the stages. 4  Exhibit 14–2 summarizes the relationship between career 
stages and individuals’ needs. 
  Managers at American Telephone and Telegraph (AT&T), for example, expressed con-
siderable concern for safety needs during the initial years on their jobs. This phase, termed 
the  establishment phase,  ordinarily lasted during the first five years of employment. 
  Following the establishment phase is the  advancement phase,  which lasts approximately 
from age 30 to age 45. During this period, the AT&T managers expressed considerably less 
concern for safety and more concern for achievement, esteem, and autonomy. 
  The  maintenance phase  follows the advancement phase. This period is marked by ef-
forts to stabilize the gains of the past. Although no new gains may be made, the mainte-
nance phase can be a period of creativity, since the individual has satisfied many of the 
psychological and financial needs associated with earlier phases. Although each individual 
and each career will be different, it is reasonable to assume that esteem and self-actualization 
would be the most important needs in the maintenance phase. But, as we will see, many 
people experience what is called a  midcareer   crisis  during the maintenance phase. Such 
people are not achieving satisfaction from their work, and consequently they may experi-
ence psychological discomfort. 
  The maintenance phase is followed by the  retirement phase.  The individual has, in 
 effect, completed one career, and he or she may move on to another one. During this phase, 
the  individual may have opportunities to experience self-actualization through activities 
that it was impossible to pursue while working. Painting, gardening, volunteer service, and 
travel are some of the many positive avenues that have been followed by retirees. But the 
individual’s financial and health status may make it necessary to spend the retirement years 
worrying about satisfying needs. Preretirement planning programs are becoming more 

EXHIBIT 14–2 
Career Stages and 
Important Needs

Achievement,
esteem, autonomy

Esteem,
self-actualization

Self-actualizationImportant
needs

Age

Career
stage

Apprenticeship Advancement Maintenance Strategic thinking

Safety, security,
physiological
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common in  organizations today as one way of allowing retirees to focus on other, more 
fulfilling needs. 5  
  The fact that individuals pass through different stages during their careers is evident. It is 
also understandable that individual needs and motives are different from one stage to the next. 
But managing careers requires a more complete description of what happens to individuals 
during these stages. One group of individuals whose careers are of special significance to the 
performance of modern organizations is the  professionals.  “Knowledge workers”—such as 
professional accountants, information systems specialists, scientists, and engineers—are one 
of the fastest-growing segments of the workforce. In 2009, this segment constituted about 
75 percent of the U.S. workforce in certain sectors like health care and education.6 

 Stage I 
 Young professionals enter an organization with technical knowledge but often without an 
understanding of the organization’s demands and expectations. Consequently, they must 
work fairly closely with more experienced people. The relationship that develops between 
the young professionals and their supervisors is an  apprenticeship.  The central activities in 
which apprentices are expected to show competence include learning and following direc-
tions. To move successfully and effectively through stage I, one must be able to accept the 
psychological state of dependence. 

 Stage II 
 Once through the dependent relationship of stage I, the professional employee moves into 
stage II, which calls for working independently. Passage to this stage depends on the em-
ployee’s having demonstrated competence in some specific technical area. The technical 
expertise may be in a content area, such as taxation, product testing, or quality assurance, 
or it may be in a skill area, such as computer applications. The professional’s primary 
 activity in stage II is to be an  independent contributor  of ideas in the chosen area. Stage II 
is extremely important for the professional’s future career growth. Those who fail at this 
stage typically do so because they do not have the necessary self-confidence. 
  In the HR Challenge at the beginning of this chapter, there is an indication that Jim 
Lucio is at stage II in his career development. Jim values his independence. He wants to be 
his own boss and run his own business. Independence is a high priority for him, as it is for 
most professionals at stage II. 

 Stage III 
 Professionals who enter stage III are expected to become the mentors of those in stage I. 
They also tend to broaden their interests and to deal more and more with people outside the 
organization. Thus, the central activities of professionals at this stage are  training and in-
teraction  with others. Stage III professionals assume responsibility for the work of others, 
which can cause considerable psychological stress. In previous stages, the professional was 
responsible only for his or her own work. But now it is the work of others that is of primary 
concern. Individuals who cannot cope with this new requirement may decide to shift back 
to stage II. Individuals who derive satisfaction from seeing other people move on to bigger 
and better jobs will be content to remain in stage III until retirement. 
  A  mentoring relationship  has been defined as the relationship between an experi-
enced employee and a junior employee, in which the experienced person helps the junior 
person with effective socialization by sharing information gained through experience with 
the  organization. This kind of relationship is expected to contribute to the junior employee’s 
development, job performance, and retention. 7  
  In a successful mentoring relationship, the junior person’s career is enhanced by a range of 
activities (coaching, exposure and visibility, and protection) that the senior person facilitates. 
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Also, the mentoring relationship provides the junior person with support that helps him or her 
acquire a sense of personal identity. The person in stage III serving as a mentor can derive 
tremendous satisfaction from the growth, development, and advancement of a protégé. 8  
  In the past, it has been difficult for women and minorities to establish mentoring 
relationships. 9  
  Research has suggested that some men hesitate to act as mentors for female protégé 
because of the sexual innuendoes that often accompany such relationships. In addition, 
some research indicates that senior women are also somewhat reluctant to mentor junior 
women because they perceive significant organizational risks in doing so. 10  As the number 
of women and minorities reaching senior levels of management increases, however, it is 
hoped that the opportunity for them to mentor junior colleagues will also increase. This is 
an especially important priority given the large number of retirements that are looming 
over the next 10 to 15 years. 

 Stage IV 
 Some professional employees remain in stage III; for these professionals, stage III is the 
career maintenance phase. Other professionals progress to yet another stage. Not all pro-
fessionals experience stage IV, because its fundamental characteristic involves  shaping the 
direction of the organization itself.  Although we usually think of such activity as being 
undertaken by only one individual in an organization—its chief executive—in fact, it may 
be undertaken by many others. Their primary job relationships are to identify and sponsor 
the careers of their successors and to interact with key people outside the organization. The 
most significant shift for a person in stage IV is to accept the decisions of subordinates 
without second-guessing them. Stage IV professionals must learn to influence—that is, 
practice leadership through such indirect means as idea planting, personnel selection, and 
organizational design. These shifts can be difficult for an individual who has relied on 
 direct supervision and control in the past. 
  The concept of career stages is fundamental for understanding and managing career 
development. It is necessary to comprehend  life stages  as well. Individuals go through 
 career stages as they go through life stages, but the interaction between career stages and 
life stages is not easy to understand. 

 Career Choices 
 Perhaps the most important decision a person makes is what career he or she should pur-
sue. At some point, you will probably make a career decision and ask yourself questions 
such as, “What do I want to be when I grow up? What are my strengths and weaknesses?” 
  The following Your Career Matters discusses how making career choices is an individ-
ual responsibility. 

 Career Choice and Personality 
 John L. Holland, a career counseling expert, has proposed and researched a theory of 
 career (vocational) choice. 11  Holland suggests that the choice of a career is an expression 
of personality and not a random event, though chance can play a role. He also believes that 
what a person accomplishes and derives from a career depends on the congruence between 
his or her personality and the job environment. 
  Holland contends that each individual to some extent resembles one of six personality 
types. 

 1.  Realistic.  This individual prefers activities involving the manipulation of machinery or 
tools. Example:  an automobile mechanic.  

 2.  Investigative.  This individual prefers to be analytical, curious, methodical, and precise. 
Example:  a research scientist.  
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We live in an uncertain and changing world. New tech-
nologies, global trade, worldwide recessions, wide-
spread relocation of manufacturing and services, and 
the rapid growth of electronic commerce all suggest 
 uncertainty is here to say. What implications does that 
pose for our careers, and how can we better understand 
those implications?
 First, ours is a knowledge-driven economy. New 
knowledge is persistently creating and interacting with 
new technology, leaving behind long-established ways 
of working and inviting a major shift in the way we see 
the economic world. Much of the uneasiness we experi-
ence revolves around questions of what knowledge is 
being generated, and where.
 Second, the subjective career reigns supreme. In 
an  unpredictable world, our subjective careers—our 
 passions, motivations, identities, and attachment to 
 others—provide continuity of meaning and purpose. 
The subjective career takes precedence over any 
 objective career, that is, any preordained sequence 
of  occupational or organizational seniority that we 
 relied on in more stable times.
 Many professionals, however, haven’t realized the 
implications of the knowledge-driven economy for 
themselves, their clients, or their organizations. How can 
we better navigate our careers in the years ahead?

THE INTELLIGENT ORGANIZATION
If you look inside the “intelligent enterprise” (the ideal 
knowledge-driven organization), you’ll find three key 
attributes:

Culture The organization’s culture reflects its 
 vision, mission, and shared values. It shapes how 
people inside  and outside the organization work 
together.

Capabilities The organization delivers goods or 
 services through its overall skills and knowledge.

Connections The organization engages its host 
 industry through its internal (employees) and 
 external (suppliers, customers, and partners) 
 connections.

 Those three attributes are interdependent. For 
 example, an organizational culture that emphasizes 
 customer orientation will affect people’s motivation to 
develop new customer-focus capabilities. Those new ca-
pabilities will, in turn, influence the organization’s con-
nections with its suppliers and customers. The changed 
connections will make new demands that will either re-
inforce or challenge the organization’s existing culture, 
which again will require developing new capabilities. 
Organizations that are aware of those interconnections 

can actively monitor the three attributes to anticipate 
impending economic changes.
 The idea of the intelligent career picks up where the 
intelligent organization leaves off. The intelligent career 
framework involves three “ways of knowing,” which are 
concerned with

• Why we work—our motivation, values, and identity.

• How we work—our application of skills and 
 knowledge.

• With whom we work—our relationships, reputations, 
and career supports.

 The three ways of knowing correspond to and inter-
act with the culture, capabilities, and connections of 
employer organizations. However the correspondence is 
general rather than specific. There’s an invitation for 
each of us to engage in a deeper, inherently subjective 
interpretation of our own career situations and to con-
sider how our careers might unfold in a variety of possi-
ble employment situations.
 The three ways of knowing are also interdependent. 
For example, a love of traveling might lead you to study 
languages: knowing-why to knowing-how. Once you 
start learning a language, you might want to meet with 
people from another culture who speak that language: 
knowing-how to knowing-whom. Meeting people from 
another culture might lead you to explore new career 
possibilities that you wouldn’t have anticipated before: 
knowing-whom to knowing-why.
 Individuals who are aware of those connections are 
better prepared to both seek out and benefit from 
 potential career opportunities.
 Consider your own career through the lens of the 
three ways of knowing. What’s going on with your ca-
reer right now? What can you say about your invest-
ments so far in each of the ways of knowing? What can 
you say about the links between them? How can you 
get your career bearings?
 One approach is to reflect on statements relevant to 
each of the ways of knowing, perhaps in collaboration 
with a career consultant or coach. Typically, the same 
statement will mean different things to different people. 
For example, “I like to gain a sense of achievement from 
my work” may involve climbing the organizational lad-
der for one person, while for another person it may 
 involve being respected by one’s peers. The different 
meanings are components of the different subjective 
 careers of the people involved.
 The emergent and knowledge-driven economy 
 insists on constant change in the way organizations 

Your Career Matters Intelligent Careers for the 21st Century

(continued on next page)
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 3.  Artistic.  This person is expressive, nonconforming, original, and introspective. Example: 
 a novelist.  

 4.  Social.  This person enjoys working with and helping others and purposefully avoids 
systematic activities involving tools and machinery. Example:  a nurse.  

 5.  Enterprising.  This person enjoys activities that permit him or her to influence others to 
accomplish goals. Example:  an entrepreneur.  

 6.  Conventional.  This individual enjoys the systematic manipulation of data, filing  records, 
or reproducing materials. Example:  an accountant.  

  The more one resembles any given type, the more likely one is to display some of the 
behaviors and traits associated with that type. 
  Holland suggests that, whereas one personality type predominates, individuals use a 
wide range of strategies for coping with their environment, and that many strategies 
fall within the boundaries of two or more types. Holland uses a hexagon to illustrate 
the closeness and distance between the six personality types; see Exhibit 14–3. He has 
determined by research that the closer two orientations are in the hexagon arrangement, 
the more similar are the personality types. Therefore, he claims that the adjacent types 
(for example,  realistic-investigative and social-enterprising) are similar, while nonadja-
cent types (for  example, realistic-social and artistic-conventional) are dissimilar. 12  Using 
Holland’s analysis and logic, one would conclude that if a person’s predominant and 
secondary orientations are similar, he or she will have a relatively easy time selecting a 
career. On the other hand, dissimilar predominant and secondary orientations may result 
in difficulty choosing a career. 
  Various quantitative instruments have been used to assess a person’s resemblance to the 
six personality types. 13  The Vocational Preference Inventory asks a person to indicate the 
vocations that appeal to him or her, from a list of 84 occupational titles (14 titles for each 
of the six scales). The person’s responses are scored and profiled. The higher a person’s 
score on a scale, the greater the resemblance to the type that scale represents. 

 Examining Your Skills 
 Determining what skills one has is extremely important in making career choices. 
 Holland’s work on career choice suggests that simply preferring one career or occupation 
over another is not enough. A person must have or be able to develop the skills required to 
perform the job. A person may have an investigative orientation, but whether he or she has 
the skills to be a research scientist, physician, or biologist will play a significant part in 

Your Career Matters Intelligent Careers for the 21st Century (continued)

function and in the career opportunities that arise. It is 
imperative that organizations and individuals are aware 
of—and able to succeed in—the economic circumstance 
of our time.
 The concept of intelligent careers provides a way for 
individuals to find their bearings and personally navigate 
their careers. At the same time, it allows organizations 
to gain a better understanding of the diversity of their 
employees—their different dreams, talents, and 

 attachments—and to provide for career coaching that 
benefits both parties.

Sources: Adapted from Polly Parker, Svetlana N. Khapova, 
and Michael B. Arthur (2009), “The Intelligent Career 
 Framework as a Basis for Interdisciplinary Inquiry,” Journal 
of Vocational  Behavior, Vol. 75, Iss. 3, pp. 291–302; Kristen 
M. Poulsen and  Michael B. Arthur (May 2005), “Intelligent 
 Career Navigation,” Training & Development Journal, 
pp. 77–80; Nancy Gibbs (May 16, 2005), “Midlife Crisis? 
Bring It On!” Time, pp. 52–61.
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which specific occupation is selected. The Occupational Information Network (O*NET), a 
database sponsored by the U.S. Department of Labor, provides information about occupa-
tional requirements and worker attributes. It describes occupations in terms of the skills 
and knowledge required, how the work is performed, and typical work settings. 
  Another way to measure both interests and skills is the Campbell Interest and Skill 
 Survey (CISS). This inventory has been used to help employees review their career paths 
and to assist organizations in utilizing employees effectively. A six-part response scale is 
used for assessment of 200 items about interests and 120 items about skills. The scores are 
translated into seven orientations: (1) influencing, (2) organizing, (3) helping, (4) creating, 
(5) analyzing, (6) producing, and (7) adventuring. 14  The seven orientations are further 
 subdivided into 29 areas such as leadership, writing, and science. A person’s  interest  is 
displayed as a solid diamond ( ♦ ); a  skill  is an open diamond ( ◊ ). The interest score desig-
nates a person’s liking or preference for an activity; the skill score reveals how confident a 
person is about performing the activity. Exhibit 14–4 on the next page shows a profile for 
one person on the seven orientations, ranging from 30 to 70. 
  If a person scores high on interests and skills, it is recommended that he or she seriously 
consider the orientation or activity. A person who scores high in interest but low in skill is 
encouraged to develop his or her skills. A low interest score combined with a high skill 
score suggests that exploration is needed. Finally, a low interest score and a low skill score 
suggest avoidance of an orientation or activity. In Exhibit 14–4, the respondent is not 
 oriented toward analyzing, but influencing may be an area to pursue, especially in such 
occupations as law and politics and public speaking. 

Investigative (I)
   People who like to observe,
   learn, investigate, analyze,
   evaluate, or solve problems.

Realistic (R)
   People who have athletic
   or mechanical ability and
   prefer to work with
   objects, machines, tools,
   plants, or animals, or to
   be outdoors.

Conventional (C)
   People who like to work
   with data or have clerical or
   numerical ability—like carrying
   things out in detail or following
   through on others’ instructions.

Artistic (A)
   People who have artistic,
   innovative, or intuitional
   abilities, and like to work
   in unstructured situations,
   using their imagination or
   creativity.

Enterprising (E)
   People who like to work
   with people—by influencing,
   persuading, performing,
   leading, or managing for
   organizational goals or
   economic growth.

Social (S)
   People who are skilled
   with words and like to work
   with people—to inform,
   enlighten, help, train,
   develop, or cure them.

EXHIBIT 14–3 
Choosing an 
Occupational 
Orientation 
(Holland’s Hexagon)

Source: Reproduced by special 
permission of the Publisher, 
Psychological Assessment 
 Resources, Inc., 16204 North 
Florida Avenue, Lutz, FL 33549, 
from Making Vocational 
Choices, Third Edition, Copy-
right 1973, 1985, 1992, 1997 by 
Psychological Assessment 
 Resources, Inc. All rights 
reserved.
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 Career Development: A Commitment 

 When an organization understands the importance of career development, it can offer 
 numerous opportunities to employees. 15  These opportunities can involve simply a tuition 
reimbursement program or a detailed counseling service for developing individual career 
path plans. 
  Training programs are most valuable when they are (1) offered regularly, (2) open to all 
employees, and (3) modified when evaluation indicates that change is necessary. The over-
all  objective of these programs is to match employees’ needs and goals with current or 
 future career opportunities in the organization. Thus, a well-designed career development 
effort will assist employees in determining their own career needs, develop and publicize 
available career opportunities in the organization, and match employees’ needs and goals 

Influencing
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    Law/Politics

    Public Speaking

    Sales

    Advertising/Marketing

Organizing
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    Office Practices
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Individual Profile

Source: Adapted from 
 Individual Profile for the 
 Campbell Interest and Skill 
Survey. © 1992 by David 
Campbell, Ph.D. All rights 
 reserved. Published and 
 distributed by NCS 
 Assessments, P.O. Box 1416, 
Minneapolis, MN 55440. 
 Reproduced with permission. 
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registered trademarks of David 
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with the organization. This commitment to career development can delay the obsolescence 
of human resources that is so costly to an organization. 
  At Owens-Illinois, Inc., for example, a formal career opportunity program is used. It 
is the firm’s policy to promote from within the company whenever possible. The career 
opportunity program provides several services to employees: 

 It makes available a broad range of information about available jobs and the qualifica-
tions needed to fill them. 

 It provides a system through which qualified employees may apply for these positions. 

 It helps employees establish career goals. 

 It encourages a meaningful dialogue between employees and supervisors about the 
employees’ career goals. 

  The supervisor who makes a hiring decision explains it in writing. No matter who is 
selected for the job, the explanation is returned to each employee who applied. 
  Although career planning is important during all phases of a career, three points in a 
typical career seem to be particularly crucial. The  recent   hiree  begins a career with a par-
ticular job, and experiences in this first assignment have an important effect on shaping the 
rest of his or her career. 16  The  midcareer  person is subject to pressures and responsibilities 
different from those of the recent hiree, but he or she is also at a turning point: a point 
where stagnation is a serious concern. Finally, the    preretirement  person is facing an uncer-
tain future from an economic, social, and interpersonal standpoint. The following sections 
describe some problems with career development—and some solutions—for people at 
these three critical points. 

 Career Development for Recent Hirees 

 Recently hired employees face many anxious moments. They have selected their positions 
on the basis of expectations regarding the demands that the organization will make of them 
and what they will receive in exchange for meeting those demands. 17  Young managers, par-
ticularly those with college training, expect opportunities to utilize their training in ways 
that lead to recognition and advancement. In too many instances, recently hired managers 
are soon disappointed with their initial career decisions. 

 Causes of Early Career Difficulties 
 Although the specific causes of early career disappointments vary from person to person, 
some general causes have been identified. Studies of the early career problems of young 
managers typically find that those who experience frustration are victims of “reality 
shock.” These young managers perceive a mismatch between what they thought the orga-
nization was and what it actually is. Several factors contribute to reality shock, and it is 
important for young managers and their managers to be aware of them. 

 Initial Job Challenge 
 The first jobs of young managers often demand far less of them than they are capable of 
delivering. Consequently, young managers believe that they are unable to demonstrate their 
full capabilities and that, in a sense, they are being stifled. This particular cause is espe-
cially damaging if the recruiter has been overly enthusiastic in “selling” the organization. 
  Some young managers are able to create challenging jobs even when their assignments 
are fairly routine. They do this by thinking of ways to do their jobs differently and better. 
They may also be able to persuade their managers to give them more leeway and more to 
do. Unfortunately, many young managers are unable to create challenge. Their previous 
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experiences in school were typically experiences in which challenges had been given to 
them by their teachers. The challenge had been created for them, not by them. 

 Initial Job Satisfaction 
 Recently hired managers with college training often believe they can perform at levels be-
yond those of their initial assignments. After all, they have been exposed to the latest man-
agerial theories and techniques, and in their minds, at least, they are ready to run the 
company. Disappointment and dissatisfaction are the sure outcomes when they discover 
that their self-evaluations are not shared by others in the organization. The consequences of 
unrealistic aspirations and routine initial assignments are low job satisfaction, in particular, 
and low satisfaction of growth and self-actualization needs, in general. 

 Initial Lack of Communication Skills 
 While most young managers are very adept at social networking and texting (and other 
forms of electronic communication), they sometimes lack the ability to “connect with” 
senior employees and managers in a face-to-face manner. Effective communication re-
quires empathy, good listening skills, processing feedback, and the ability to send and in-
terpret nonverbal and verbal cues. Younger managers, many of whom grew up playing 
video games and communicating via online social networking sites, lack some of these 
interpersonal communication skills. In addition, some younger managers have yet to de-
velop effective writing skills for a professional environment. Presumably, the influence of 
social media networking sites (e.g., Twitter) and the nature of texting has encouraged indi-
viduals to use abbreviations and other “shortcuts.” This type of written communication 
often conflicts with the writing standards of many companies and organizations. For ex-
ample, an e-mail to the supervisor or a client needs to be written in a professional manner 
without typos, excessive abbreviations, or grammatical errors. 

 Initial Job Performance Evaluation 
 Feedback on performance is an important managerial responsibility. Yet many managers 
are inadequately trained to meet this responsibility. They simply do not know how to evalu-
ate the performance of their subordinates. This management deficiency is especially dam-
aging to new managers. They have not been in the organization long enough to be 
socialized by their peers and other employees. They are not yet sure of what they are ex-
pected to believe, what values to hold, or what behaviors are expected of them. They natu-
rally look to their own managers to guide them through this early phase. But when their 
managers fail to evaluate their performance accurately, they remain ignorant and confused 
as to whether they are achieving what the organization expects of them. 
  Not all young managers experience problems associated with their initial assignments. 
But those who do and who leave the organization as a consequence of their frustrations 
represent a waste of talent and money. While turnover and job change can be healthy and a 
good decision, the loss of potentially successful employees will frequently cost far more 
than a well-designed career management program capable of helping new hirees avoid 
such problems. 

 How to Counteract Early Career Problems 
 Research has indicated that the retention and development of young, talented employees 
can be increased by a number of different organizational practices. While most of these 
early career interventions have focused on developing managers, there is no reason to be-
lieve that other employees can’t also benefit from similar programs. It is now being recog-
nized that blue-collar workers are valuable assets and need career development in much the 
same way that managers do. Workers at any level of the organization accumulate skills 
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through their experiences and therefore must also have access to systematic career 
development. 18  

 Realistic Job Previews 
 One way to counteract the unrealistic expectations of new recruits is to provide realistic 
information during the recruiting process. As discussed in Chapter 7, this practice is 
based on the idea that a recruit should know both the bad and the good things to expect 
from a job and the organization. Through realistic job previews (RJPs), recruits are given 
opportunities to learn not only the benefits they may expect, but also the drawbacks. 
Studies have shown that the recruitment rate is the same for those who receive RJPs as 
for those who do not. 19  More important, those who receive RJPs are more likely to 
 remain on the job and to be satisfied with it than are those who have been selected with-
out using RJPs. The practice of “telling it like it is” is used by a number of organizations, 
including the Prudential Insurance Company, Texas Instruments, and the United States 
Military Academy. 

 Challenging Initial Assignments 
 Managers of newly hired people should be encouraged to slot them into the most demand-
ing of the available jobs. Successful implementation of this policy requires managers to 
take some risks, because managers are accountable for the performance of their subordi-
nates. If the assignments are too far beyond the ability of the subordinates, the managers 
and the subordinates share the cost of failure. Thus, most managers prefer to bring their 
subordinates along slowly by giving them progressively more difficult and challenging 
jobs, but only after the subordinates have demonstrated their ability. Newly hired managers 
have potential for performance but have not demonstrated performance. Thus, it is risky to 
assign an individual to a task for which there is a high probability of failure. But studies 
have indicated that managers who experienced initial job challenge were more effective in 
their later years. 20  

 Communication Training 
 The communication ability of new hires should be assessed as soon as possible after they 
join the organization. This can be done informally by employees’ supervisors or more for-
mally with communication skills assessments. If communication skills deficits exist, orga-
nizations can provide training programs to help young managers ramp up on their verbal, 
nonverbal, and written communication skills. Ernst & Young encourages trainees to de-
velop their communication and self-awareness skills by working on actual business chal-
lenges faced by charities such as Save the Children and Oxfam. 21  Experts suggest that 
managers should be mindful and precise with their communication and should try to use 
the following questions to help them become more effective communicators: 22  (1) Why am 
I communicating? (2) What will my team (or co-workers) think? (3) What do I want to 
say? (4) What’s the best way to say it? (5) How can I say it so it’s interesting? and, (6) How 
will I know if it worked? 

 Enriched Initial Assignments 
 Job enrichment is an established practice for motivating employees with strong needs for 
growth and achievement. If the nature of the job to be assigned is not intrinsically chal-
lenging, the newly hired manager’s superior can enrich the assignment. The usual ways to 
enrich a job include giving the new manager more authority and responsibility, permitting 
the new manager to interact directly with customers and clients, and enabling the new 
manager to implement his or her own ideas (rather than merely recommending them to 
the boss). 
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 Demanding Bosses 
 A practice that seems to have considerable promise for increasing the retention rate of 
young managers is to assign them initially to demanding supervisors. In this context, 
 demanding should not be interpreted as “autocratic.” Rather, the type of boss most likely to 
get new hirees off in the right direction is one who has high but achievable expectations for 
their performance. Such a boss instills in the young managers the understanding that high 
performance is expected and rewarded and, equally important, that the boss is always ready 
to assist them through coaching and counseling. 
  The benefits of challenging, enriched early experiences are not limited to the early 
phase of a career. Individuals who successfully meet these early challenges are obviously 
better prepared to contribute to the organization in their middle and late careers as well. 
Moreover, setting the stage for successfully managing a career can help to avoid many 
problems of stagnation and dissatisfaction. 

 Career Development during Midcareer 

 Managers and other employees who reach the midcareer stage of development are typi-
cally key people in their organizations. Logically, they now occupy key positions in the 
organization and are often quite successful economically. Despite these indicators of suc-
cess, rather serious crises are frequently associated with midcareer. These can include 
higher levels of stress that come with success, personal and family problems associated 
with midlife crisis and transition, and dealing with the notion that one’s most productive 
years may already be past. Attempting to deal with all of these pressures can lead to job 
withdrawal, substance abuse, and depression. At the same time, midcareer can be reward-
ing if effective career management programs are in place. 
  One important approach used to develop midcareer managers is training. 23  Making 
training available to improve skills, improve knowledge, and help employees grow intel-
lectually sends a signal to the trainees that they are valued. The mere fact that the company 
shows an interest introduces the Hawthorne effect. It is a signal that the trainees are needed, 
valued, and still attractive to the firm. It is especially important at midcareer to receive such 
signals from the organization. 

 The Midcareer Plateau 
 Managers face the  midcareer   plateau  during the adult stage of life and the maintenance 
phase of careers. At this point, the likelihood of additional upward promotion is usually 
quite low. Two reasons account for the plateau. First, there are simply fewer jobs at the top 
of organizations, and even though the manager has the ability to perform at that level, no 
opening exists. Second, openings may exist, but the manager may lack the ability, the 
skills, or the desire to fill them. 24  
  Managers who find themselves stifled in their present jobs tend to cope with the prob-
lems in fairly consistent ways. They suffer from depression, poor health, and fear of and 
hostility toward their subordinates. Eventually, they “retire” on the job or leave the organi-
zation physically and permanently. Any one of these ways of coping results in lowered job 
performance and, of course, lowered organizational performance. 25  
  The midcareer, middle-age crisis has been depicted in novels, movies, dramas, and psy-
chological studies. Although each individual’s story is different and unique, the scenarios 
have many features in common. Each story, and the research, indicates that the midcareer 
crisis is real and has psychological and often physical effects that can become dangerous if 
not properly handled. Jim Lucio, for example, has insomnia, has lost his appetite, and is on 
edge because of his midcareer crisis. 
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  There are also many stories of individuals who just play along and seem to be at a pla-
teau or are never recognized. 26  Usually, some event or person is needed to trigger a series 
of changes and opportunities. 

 How to Counteract Midcareer Problems 
 Counteracting the problems that managers face at midcareer involves providing counseling 
and alternatives. 

 Midcareer Counseling 
 Organizations such as Du Pont, Alcoa, and Western Electric employ full-time staff psy-
chiatrists to assist employees in dealing with career, health, and family problems. 27  In the 
context of such counseling, midcareer managers are provided with professional help in 
dealing with the depression and stress they may experience. Since midcareer managers are 
usually well educated and articulate, they often only need someone to talk to, someone 
skilled in the art of listening. The process of verbalizing their problems to an objective 
listener is often enough to enable midcareer managers to recognize their problems and to 
cope with them constructively. 

 Midcareer Alternatives 
 The organization cannot be expected to go beyond counseling for personal and family 
problems. But when the crisis is precipitated primarily by career-related factors, the orga-
nization can be an important source of alternatives. In many instances, the organization 
simply needs to accept career moves that are usually viewed as unacceptable. Three career 
moves that have potential for counteracting the problems of midcareer managers are lateral 
transfers, downward transfers, and fallback positions. 28  
   Lateral transfers  involve moves at the same organizational level from one department to 
another. A manager who has plateaued in production could be transferred to a similar level 
in sales, engineering, or some other area. The move would require the manager to learn the 
technical demands of the new position quickly, and there would be a period of reduced 
performance as this learning occurred. But, once qualified, the manager would bring the 
perspectives of both areas to bear on decisions. 
   Downward transfers  are equated with failure in our society; an effective manager sim-
ply does not consider a move downward to be a respectable alternative. Yet downward 
transfers are, in many instances, not only respectable but entirely acceptable alternatives, 
particularly when one or more of the following conditions exist: 

 • The manager values the quality of life afforded by a specific geographic area and may 
desire a downward transfer in order to stay in or move to that area. 

 • The manager views the downward transfer as a way to establish a base for future 
promotions. 

 • The manager is faced with two alternatives: dismissal or a downward move. 

 • The manager wants to pursue autonomy and self-actualization in nonjob activities—
such as religious, civic, or political activities—and for that reason may welcome the 
reduced responsibility (and demands) of a lower-level position. 

  The use of  fallback positions  is another way to reduce the risk of lateral and downward 
transfers. The practice involves identifying in advance a position to which the transferred 
manager can return if the new position does not work out. By identifying the fallback 
 position in advance, the organization informs everyone who is affected that some risk is 
involved but that the organization is willing to accept some of the responsibility for it and 
that returning to the fallback job will not be viewed as “failure.” Companies such as 
 Heublein, Procter & Gamble, and Continental have used fallback positions to remove some 
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of the risk of lateral and upward moves. The practice appears to have considerable promise 
for protecting the careers of highly specialized technicians and professionals who are 
 making their first moves into general management positions. 

 Preretirement Problems 
 Although people are living longer and federal laws protect older workers against discrimi-
nation on the basis of age, many organizations are ill-prepared to help retirees develop a 
truly secure retirement. There are still serious concerns about how well workers in this 
country are prepared for the dramatic changes that retirement brings. The problem is 
 becoming increasingly important as workers retire at earlier ages while at the same time 
many organizations are cutting retirement benefits to reduce costs. 29  

 How to Minimize Retirement Adjustment Problems 
 To deal effectively with retirement issues, organizations need to consider questions such as 
the following: 

 • When do employees plan to retire? 

 • Who is attracted to early retirement? 

 • What do employees plan to do during retirement? Can the organization help them pre-
pare for these activities? 

 • Do retirees plan a second career? Can the organization assist in this preparation? 

 • Which retirees can still be consulted by the organization to help new employees? 

  These and similar questions can be addressed through counseling and education programs 
for preretirees. Retirement is feared by some and anticipated by others. Counseling and educa-
tion programs can make the transition from employment to retirement much smoother. 
  In most cases, the retired person must learn to accept a reduced role, to manage a less 
structured life, and to make new accommodations to family and community. Educational 
workshops and seminars and counseling sessions are an invaluable way to help the prere-
tirement person make the transition from work to retirement. These activities can be initi-
ated by HR departments. 
  IBM is one organization that has attempted to aid in this transition by offering tuition 
rebates for courses on any topic within three years of retirement. Many IBM preretirees 
have taken advantage of this program to prepare for second careers (learning new skills, 
professions, and small-business management). 30  
  Adolph Coors Co. has a different approach. It has implemented a retirement planning 
program designed to help employees make better financial decisions about their retire-
ment. The program includes financial planning computer software available to everyone, 
promotion of individual retirement programs, and a comprehensive educational program to 
make people more aware of the realities of retirement. 31  
  By the year 2016, the annual number of retirees will be approximately 4 million. In the 
wake of downsizing, companies are discovering that many of their best employees took 
early retirement packages. A growing number of companies have found that they need 
 retirees to come back to work. Retiree-work programs are appearing across industries. 
 Instead of the retirees having problems with adjustment, the organization is having major 
problems. 32  Travelers Insurance uses a bank of retirees to fill temporary work needs. The 
firm believes that it saves more than $1 million a year with the program. The human 
 resource director at Travelers, Florence Johnson, states, “There is no learning curve. These 
people know the environment. They know the system; they know the culture.” The skills 
gap between new incoming employees and organizational needs is likely to encourage 
more firms to attempt calling retirees back to work and rehiring them. 
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 Career Planning and Pathing 

 The practice of organizational  career planning  involves matching an individual’s career 
aspirations with the opportunities available in an organization.  Career   pathing  is the 
sequencing of the specific jobs that are associated with those opportunities. The career 
planning and career pathing processes are shown in Exhibit 14–5. 
  If career management is to be successful, the individual and the organization must 
 assume an equal share of the responsibility for it. The individual must identify his or her 
aspirations and abilities and, through counseling, recognize what training and develop-
ment are required for a particular career path. The organization must identify its needs and 
opportunities and, through workforce planning, provide the necessary career information 
and training to its employees. 
  Such companies as Weyerhaeuser, Nabisco, Gulf Oil, ExxonMobil, and Eaton use ca-
reer development programs to identify a broad pool of talent available for promotion and 
transfer opportunities. Companies often restrict career counseling to managerial and pro-
fessional staff, but IBM, GE, and TRW provide career counseling for both blue-collar and 
managerial personnel. 

 Career Planning 
 Individual and organizational needs and opportunities can be matched in a variety of ways. 
According to a survey by the American Management Association (AMA), the most widely 
used approaches are counseling by the personnel staff and career counseling by supervi-
sors. These approaches are often quite informal. Somewhat more formal and less widely, 
although increasingly, used practices involve workshops, seminars, and self-assessment 
centers. 

 Informal Counseling 
 The HR staffs of organizations often include counseling services for employees who wish 
to assess their abilities and interests. In this context, career counseling is viewed by the 
organization as a service to its employees, though not as a primary service. 

Individual needs
and aspirations

Individual
development efforts

Personal counseling
and assessment

MatchingMatching

Formal training
and development
programs

Personnel planning
and career
information

Organizational
needs and 
opportunities

Placement on
career path

Feedback

FeedbackEXHIBIT 14–5 
A Career Planning 
Process

Source: Based on Alpin and 
Gerster, “Career Development: 
An Integration of Individual 
and Organizational Needs,” 
Personnel, March–April 1978, 
p. 25.
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  Career counseling by supervisors is usually included in performance evaluations. The 
question of where the employee is going in the organization arises quite naturally in this 
setting. A characteristic of effective performance evaluation is to let the employee know 
not only how well he or she has done, but also what the future holds. Thus, supervisors 
must be able to counsel the employee in terms of organizational needs and opportunities 
not only within the specific department, but throughout the organization. Since supervisors 
usually have limited information about the total organization, it is often necessary to adopt 
more formal and systematic counseling approaches. 

 Formal Counseling 
 Workshops, assessment centers, and career development centers are being used increas-
ingly in organizations. Typically, such formal practices are designed to serve specific 
groups of employees. Management trainees and “high-potential” or “fast-track” manage-
ment candidates have received most of the attention to date. However, women and minority 
employees have been given increased attention. Career development programs for women 
and minority employees are viewed as indications of an organization’s commitment to 
 affirmative action. 
  One example of a formal organizational career planning system is Syntex Corporation’s 
Career Development Center. The center was the result of the realization that the managers 
in Syntex were too caught up in their own jobs to counsel their subordinates. The center’s 
staff first identifies the individual’s strengths and weaknesses in eight skill areas that 
 Syntex believes to be related to effective management: 

 1. Problem analysis. 

 2. Communication. 

 3. Goal setting. 

 4. Making decisions and handling conflicts. 

 5. Selecting, training, and motivating employees. 

 6. Controlling employees. 

 7. Interpersonal competence. 

 8. Use of time. 

  On the basis of scores in the eight areas, each manager sets career and personal goals. 
The center’s staff assists the manager to set realistic goals that reflect his or her strengths 
and weaknesses in the eight areas. 
  The high point of each manager’s career planning effort is attendance at a weeklong 
seminar. Usually attended by 24 managers at a time, the seminar places each participant in 
simulated management situations that require applications of the eight skill areas. Subse-
quently, each candidate reviews his or her own career plan, a plan that includes career 
goals, timetables, and required personal development. The purpose of the seminar is to 
encourage realistic self-appraisal. Following the seminar, participants meet with their 
 immediate supervisors to set up their career development plans. 
  Another practice is  job posting;  that is, the organization publicizes job openings as they 
occur. The employees are thus made aware of the opportunities. Effective job posting 
 requires more than simply placing a notice on the company bulletin board. At a minimum, 
job posting should meet the following conditions: 

 • It should include promotions and transfers as well as permanent vacancies. 

 • Available jobs should be posted at least three to six weeks prior to external recruiting. 

 • Eligibility rules should be explicit and straightforward. 

 • Standards for selection and bidding instructions should be stated clearly. 
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 • Vacationing employees should be given the opportunity to apply ahead of time. 

 • Employees who apply but are rejected should be notified of the reason in writing, and a 
record of the reason should be placed in their personnel files. 

  Human resource information system (HRIS) technology has been one of the most sig-
nificant career management tools introduced in recent years. An HRIS has special potential 
because it not only enhances an individual’s career planning activities but also saves money 
for the organization. 
  Many corporations are relying more heavily than ever before on filling job vacancies 
from within. The key to success in filling these vacancies is information flow. That is, the 
organization must make sure that any potentially qualified applicants know about the job 
opening and its requirements. Likewise, the organization must know which current em-
ployees possess the necessary skills for the vacancy. An effective HRIS and job posting 
program does both. 
  For example, 3M Company uses a “job information system,” which is an electronic job 
posting system that lists 98 percent of all jobs companywide. Everyone in the company has 
access to this information and can electronically apply for a posted opening. 33  One interest-
ing aspect of this system, from the perspective of career development, has been the large 
number of lateral moves that people have applied for and been offered. This has allowed 
many employees who might have otherwise stagnated or left the organization to make a 
fresh start in their careers. 
  The web is becoming a valuable resource for people who want to help their careers. 
Thousands of private, public, and nonprofit organizations utilize their websites to recruit 
and inform employees. The employment or job link located in the site map and the direc-
tory or home page can be used to learn about positions the firm wants to fill. 34  Links to 
many of these sites can be found in such directories as  America’s Employers  or  Hoover’s 
Top Employees . 

 Career Pathing 
 The result of career planning is the placement of an individual in a job that is the first of a 
sequential series of jobs. From the perspective of the organization, career paths are important 
in workforce planning. An organization’s future workforce depends on the projected passage 
of individuals through the ranks. From the perspective of the individual, a career path is the 
sequence of jobs that he or she desires to undertake in order to achieve personal and career 
goals. Although it is virtually impossible to completely integrate organizational and individ-
ual needs in the design of career paths, systematic career planning has the potential for clos-
ing the gap between the needs of the individual and the needs of the organization. 35  
  Traditional career paths have emphasized upward mobility in a single occupation or 
functional area. When recruiting personnel, the organization’s representative will speak of 
engineers’, accountants’, or salespersons’ career paths. In these contexts, the recruiter will 
describe the different jobs that typical individuals will hold as they work progressively 
upward in an organization. Each job, or “rung” of the career ladder, is reached when the 
individual has accumulated the necessary experience and ability and has demonstrated that 
he or she is ready for promotion. 
  An alternative to traditional career pathing is to base career paths on real-world 
 experiences and individualized preferences. Paths of this kind would have several 
characteristics: 

 1. They would include lateral and downward possibilities, as well as upward possibilities, 
and they would not be tied to “normal” rates of progress. 

 2. They would be tentative and responsive to changes in organizational needs. 
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 3. They would be flexible enough to take into account the qualities of individuals. 

 4. Each job along the paths would be specified in terms of acquirable skills, knowledge, 
and other specific attributes, not merely in terms of educational credentials, age, or 
work experience. 36  

  Realistic career paths, rather than traditional ones, are necessary for effective employee 
counseling. In the absence of such information, the employee can only guess at what is 
available. 
  An example of a career path for general management in a telephone company is shown 
in Exhibit 14–6. According to the path, the average duration of a manager’s assignment in 
first-level management is four years—2½ years as a staff assistant in the home office and 
1½ years as the manager of a district office in a small city. By the 14 th  year, the average 
manager should have reached the fourth level of management. The assignment at this level 
might be that of manager of the commercial sales and operations division. Obviously, not all 
managers reach the fifth level, much less the seventh (president). As one nears the top of the 
organization, the number of openings declines and the number of candidates increases. 

 Career Development Programs: Problems and Issues 

 Organizations that undertake career development programs are certain to encounter some 
difficult issues along the way. 37  The following problems are based on the actual experi-
ences of some organizations. 

 Managing Dual Careers 
 As more women enter the working world and pursue careers, organizations will increas-
ingly confront the problems of  dual careers . In the past, many companies would not 
employ both a husband and wife. Now there are so many dual-career couples in the work-
place that organizations are actively seeking ways to accommodate the unique pressures 
that exist when both adult members of a household are employed. 
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  One very obvious source of difficulty arises when one member of a dual-career cou-
ple is offered a promotion that involves relocation. This places the individual in a diffi-
cult situation because promotions offer considerable success for many managers. 
However, since many talented people can be lost if the organization is too inflexible, 
many organizations are now implementing special career planning programs for dual-
career couples. Spouse career relocation counseling is, in fact, an important part of many 
of these programs. 38  
  The issue of paternity leaves also has overtones for dual-career couples. Cray, Inc. 
 offers family leave for fathers who want to take time off after their babies are born. 39  
Many of these eligible males have wives who work. However, how many of the 800 eli-
gible Cray employees have taken paternity leave in the past year? No more than four. 
Taking six months off is assumed to be fatal to a person’s career. Peer pressure helps per-
petuate the belief that paternity leaves unfairly burdened co-workers with extra 
assignments. 
  At the headquarters of Campbell Soup Co. in Camden, New Jersey, not a single 
 employee took paternity leave during the first three years after the firm began offering a 
three-month unpaid benefit. Dow Jones & Co. has offered a six-month unpaid leave for 
three years, but only 10 men have taken the leave. Some couples have adopted a compro-
mise on paternity leave by having the husband work at home while the wife recovers. 
Again, a compromise, or not taking the leave at all, is the rule because of assumed conse-
quences for the man’s career. 
    At present, more than 60 million employed men and women are two-career couples. 
There is no reason to believe that the number will decrease with time; in fact, the reason-
able assumption is that both the number and the proportion of dual-career couples will in-
crease. Data compiled by the Department of Labor indicate that 35 percent of working 
wives—10.2 million women—make more than their husbands. This figure has grown by 
nearly 40 percent since 1988. 40  Among upper-income women, the numbers are much 
higher. Why is this happening when women, on average, make only 70 percent of their 
male counterparts? A few reasons are that women are better educated than they used to be; 
more women are working full-time; and equal opportunity laws have removed or lowered 
some barriers that had previously held women back at work. 
  Following are a few hints for organizations dealing with dual-career couples: 

 • An organization should conduct a survey of employees that gathers statistics and infor-
mation regarding the incidence of dual careers in its present and projected workforce. 
The survey should determine ( a ) how many employees are at present part of a two- 
career situation, ( b ) where and at what level in the organization the dual-career employ-
ees are, ( c ) what conflicts these employees now have, and ( d ) whether dual-career 
employees perceive company policy and practices to be helpful to their careers and to 
the careers of their spouses. 

 • Recruiters should devise methods that present realistic previews of what the company 
offers dual-career couples. Orientation sessions conducted by HR departments should 
include information that helps such couples identify potential problems. 

 • Policies regarding career development and transfers must be revised. Since the usual 
policies are based on the traditional one-career family, they are inapplicable to dual-
career situations. The key is to provide more flexibility. 

 • The company should consider providing dual-career couples with special assistance in 
career management. Couples are typically ill-prepared to cope with the problems posed 
by two careers. When wives earn more than their husbands, marriages often face strain 
and a need for adjustment. 

HRMemo A 2011 
survey of 1,000 fathers 
in professional careers 
by Boston College’s 
Center for Work & 
Family reported the 
following fi ndings: 
(1) Working fathers 
now  experience more 
work–life confl ict than 
working  mothers; 
(2) having job security 
and a fl exible work 
schedule are rated 
higher than receiving 
a high income; and 
(3) respondents 
defi ned being a good 
father as providing 
emotional support 
and being there for 
their children.

Source: Adapted from 
Brad Harrington, Fred Van 
Deusen, and Beth Humberd 
“The New Dad: Caring, 
Committed and Confl icted,” 
Boston College 2011, 
http://www.bc.edu 
 (accessed on July 25, 2011).
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 • The organization can establish cooperative arrangements with other organizations. 
When an organization wants to relocate a dual-career partner, cooperative organizations 
can be sources of employment for the other partner. 

 • The most important immediate step is to establish flexible working hours. Allowing 
couples the privilege of arranging their work schedules so that these will be compatible 
with family demands is an effective way to meet some of the problems of managing 
dual-career marriages. 41  

  It would be a mistake to believe that dual-career problems exist only for managerial and 
professional personnel. Nonmanagerial personnel are also members of dual-career fami-
lies. Managers will confront problems in scheduling overtime for these people and in trans-
ferring them to different shifts. 
  An especially difficult dual-career situation arises when one spouse is relocated abroad. 
Such factors as visits home, extended vacation benefits, family culture training, and elec-
tronic connections via e-mail must then be considered. When both parties in a marriage 
take their career seriously, it is important to address the problem of separation before the 
assignment begins. 42  Unless both partners are being relocated overseas at the same time 
and to the same location, the issues of adjustment, stress, and distance should be seriously 
addressed. Dealing creatively with dual-career expatriates is necessary before the assign-
ment is made. 

 Career Planning and Equal Employment Opportunity 

 Although the Civil Rights Act of 1964 is now over 45 years old and tremendous strides 
have been made in providing women and minorities with equal employment opportunity, 
one area in which the results of affirmative action have been somewhat disappointing is 
career development to upper levels of organizations. 
  Researchers suggest that a  glass ceiling  blocking upward career advancement is still a 
reality. 43  They hold that there are still people who believe that women and minorities do 
not have the abilities, style, or background to be effective managers. This reluctance to 
admit that some women and minorities do have managerial abilities is discouraging. In 
many cases, women and minorities feeling such resistance decide to leave the corporate 
workforce, resulting in a drain of needed corporate and managerial talent. The HR Journal 
discusses a few steps that can possibly shatter the glass ceiling. 
  After 25 years of affirmative action, participation by minorities in the largest, most pow-
erful companies in the United States at the top or senior levels is still minimal. According 
to the Bureau of Labor, white males make up 90 percent of officers in the largest corpora-
tions. 44  There are companies that illustrate that equal opportunity is a part of their culture. 
For example, California has over 140,000 employees, of which over 48,000 are ethnic mi-
norities. About 19,000 African Americans work for Citigroup. At FedEx about 50,000 of 
their employees are ethnic minorities. 45  
  In the midst of EEO and affirmative action, and despite the lack of data supporting 
the claim that affirmative action has permitted whites to be replaced, white males are 
concerned about government orders, government directives, and governmental 
 involvement in equal opportunity. Of course, above-average white males still appear to 
progress, and below-average performers will always lag behind. The threat is most 
keenly felt when the economy slows down and what few promotions are available go 
to women and minorities. White males are not much comforted to be told that such 
practices are temporary and are intended to correct past injuries. So what can manag-
ers do to help? 
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  No company practice can guarantee that average-performing white male employees will 
go along with affirmative action programs. But some practices offer promise. The com-
pany should provide open and complete information about promotions. Instead of being 
secretive about promotions (in the hope that if white males aren’t told they are being passed 
over for promotion, they won’t notice it), the organization should provide information that 
permits white males to see precisely where they stand. If given such information, they will 
be less likely to overestimate their relative disadvantage and will be able to assess their 
position in the organization more accurately. 

 Downsizing and Job Loss 
 Although an increasing number of companies consider their employees to be an important 
asset, downsizing continues in many organizations. On the surface, downsizing makes 
sense when it eliminates unneeded positions and reduces bureaucracy. 46  Some experts, 
however, believe that downsizing is a negative factor since it eliminates an organization’s 
memory and sense of values. Recognizing that downsizing doesn’t always add value, some 
firms are exploring more humane options. Among these options are retention, laterally 
transferring employees, and temporary work. 
  Rhino Foods did not want to downsize and instead used retiring and transfers. Some 
Rhino workers were outplaced to its biggest customer Ben & Jerry’s Ice Cream. They 
learned new skills, earned the same or higher pay, and kept their Rhino benefits and senior-
ity. They rejoined Rhino when business improved. 
  A  job layoff  exists when three conditions occur: (1) there is no work available at the 
time and the employee is sent home; (2) management expects the no-work situation to be 
temporary; and (3) management intends to recall the employee.  Job loss , on the other 
hand, means that the employee has permanently lost his or her job. 47  In layoff and job loss 
situations, there is obviously a halt to any career development and progress. 48  No company 
is immune to eliminating jobs. Some of the pillars of the business world, such as General 
Motors; Hewlett-Packard; AT&T; Monsanto; American Airlines; Sears; Roebuck & Co.; 
and ITT have laid people off. 49  

 Effects of Job Loss 
 Research has shown that job loss produces dangerous increases in personal stress. For in-
stance, the work of sociologist Harvey Brenner provides convincing evidence of the effects 
of job loss. He shows that higher levels of job loss (unemployment) have been associated 
with higher levels of social disorders, first admissions to mental hospitals, and suicide. 50  
Such associations raise a number of important questions. Who is most vulnerable to the 
stress caused by job loss, and why? Do short-term layoffs have different effects from per-
manent job loss? How important are such factors as support from family and friends in 
mitigating the impact of job loss? 
  Cobb and Kasl conducted a 2½-year study of the effects of job loss on 100 employees 
before and after losing their jobs. 51  They found that 

 • Job loss is stressful and requires several months for a person to adjust. 

 • Job loss is associated with depression, anomie, and suspicion. 

 • Self-reports of illness and drug use were high during the anticipation phase, dropped at 
termination, and rose again at six months. 

 • Those who were unemployed longer and had less social support experienced more 
stress. 

  Although Cobb and Kasl’s study was well designed, it had a number of limitations. 
The sample size was only 100. Also, the sample was predominantly composed of white 
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middle-aged males. Still, this research and other, similar studies have resulted in a num-
ber of tentative conclusions: 52  

 • Denial or disbelief is a typical initial response to rumors of job loss. 

 • As rumors circulate and as some individuals lose their jobs, there is a high level of 
 anxiety among the remaining employees. 

 • Several weeks after job loss, there is a period of relaxation and relief, of optimism, and 
vigorous efforts to find a new job. 

 • Friends and family can play a major supporting role. 

 • Four or more months after job loss, those workers still unemployed go through a period 
of doubt—in which some people experience panic, rage, and erratic behavior. 

  The likelihood that a person will experience all of these stages depends on the duration 
of unemployment (how long his or her career is halted). Differences of personality and 
circumstances (such as age and degree of financial security) influence the timing and the 
intensity of effects. 

We have come a long way toward achieving gender 
equality in society and in the workplace. But we still 
have a long way to go, particularly when it comes to 
finding women at the highest levels of management. 
Women account for 50 plus percent of the workforce, 
for example, yet women represent fewer than 15 per-
cent of Fortune 500 officers.
 In most organizations there is still a glass ceiling—
that invisible but often impenetrable barrier that makes 
it more difficult for talented women to rise as high as 
men of equal (or sometimes lesser) talent.
 Fortunately, employers increasingly recognize the 
business benefits of gender diversity independent of 
 legal mandate. For example, shattering the glass ceiling 
is in an employer’s economic self-interest relative to re-
cruiting top-notch talent and expanding the employer’s 
customer base. But glass ceiling initiatives on behalf of 
women are themselves fraught with the risk of unlaw-
fully discriminating against men.
 To obtain the benefits of gender diversity, some em-
ployers consider gender favorably in hiring and promo-
tion decisions. Title VII of the Civil Rights Act of 1964 
protects women (among others) from employment dis-
crimination, but it also restricts employers’ freedom to 
consider gender to women’s advantage.
 On the one hand, it is established that Title VII pro-
hibits an employer from imposing gender quotas. On 
the other hand, the U.S. Supreme Court has made it 
clear, in Johnson v. Transportation Agency, 480 U.S. 616 
(1987), that an employer may consider gender as one 
factor in an affirmative action plan that has the remedial 

purpose of correcting the employers’ past discrimination 
or where there is a “manifest imbalance” in traditionally 
segregated job categories.
 But the high court has yet to rule definitively on 
whether an employer can consider gender as a “plus” in 
the absence of a remedial purpose (i.e., to remedy prior 
discrimination or a manifest imbalance).
 Employers cannot reserve positions for women. How-
ever, they can and should increase the diversity of the 
applicant pool. Ordinarily, this means not limiting re-
cruiting to word-of-mouth—an approach that may per-
petuate the EEO profile of upper management. Most 
white male executives probably will be acquainted with 
more white men than, for example, women of color 
whom they could refer for available senior positions.
 Generally, employers should post positions internally 
and supplement their internal posting with diversified 
external recruiting. This should include targeted recruit-
ing through associations, publications, websites, and so 
on that are geared toward women.
 But what if the ultimate decision maker would like to 
hire a known, qualified white male candidate? The known 
candidate comes into the process with a very strong pre-
sumption in his favor, not directly because of his gender, 
but because he is a known quantity. In these circum-
stances, increasing the diversity of the applicant pool may 
do nothing more than increase the legal risk because 
there is a greater likelihood that a woman who makes it 
to the finals will challenge the decision; individuals who 

HR Journal Breaking the Glass Ceiling without Breaking the Law

(continued on next page)
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 Managerial Responses to Layoffs and Job Loss 
 Consistently strong performance is one effective way to guard against the need for job 
layoffs or job loss. 53  An efficient performance appraisal system can help management pin-
point poor performance and initiate corrective steps. Even when managers use performance 
appraisal systems, there may be other uncontrollable events such as a cutback in market 
demand, reduced availability of resources, and competitive forces that require some form 
of cutback. 
  The best time to prepare for job layoff and job loss is when business is good. Establish-
ment of  layoff criteria  is an important step. Seniority is the criterion most commonly used 
in determining who will be laid off. However, if a valued and reliable performance ap-
praisal system is in place, it could be used to make decisions. Some firms use a panel of 
managers from outside the work unit being cut back to decide who will be laid off and who 
will stay. 
  The creation of an  outplacement services  unit within the HRM unit or hiring an out-
placement consultant is another valuable step in preparing for possible job layoffs and job 

HR Journal Breaking the Glass Ceiling without Breaking the Law (continued)

are not interviewed and do not have their expectations 
raised are unlikely to challenge the decision.
 Accordingly, when the ultimate decision maker has a 
candidate in mind, it is legally dicey for HR to insist on 
following a process that will not change the end result. 
Process just for the sake of process not only increases the 
employer’s ultimate legal risk but also wastes the time 
and efforts of qualified applicants who don’t have a 
prayer.
 Many organizations are adopting increasingly flexible 
policies to attract and retain women, but they must 
 allow men the same flexibility. It is unlawful—and 
 unfair—for employers to deprive fathers of the same 
 accommodations that they provide to mothers.
 Accordingly managers need training on how to recon-
cile two values that sometimes compete: flexibility and 
consistency. Managers need to be consistently flexible.
 Women often are marginalized within the margins of 
tangible employment decisions. Employers need to 
 address these margins in their training, policies, and 
practices.
 No matter how stellar an employer’s training policies, 
and practices, so long as decision makers have discre-
tion, there is potential for gender bias. Accordingly, em-
ployers need to audit the results.

• Are a disproportionate number of women being re-
jected because they are perceived as either not 
strong enough or too strong? Is a collaborative style 
perceived as weak and an assertive style perceived as 
too aggressive?

• Do women in the organization make 80 cents on the 
dollar [2009 data] of what men in comparable posi-
tions make? In other words, do your pay practices 
resemble the national average?

• Does the formal assignment system exist on paper 
only? Does overt or covert customer preference along 
gender lines affect who gets the plum projects?

 While employers need the answers to these and other 
questions, the problem is that the data the employer un-
covers may be discoverable in litigation and then could be 
used against the employer. Engaging an attorney to con-
duct the audit independent of actual or threatened litiga-
tion does not eliminate the risk. While the advice given 
may be privileged, the underlying data may not be.
 Some employers assume there is a privilege for self-
analysis independent of the attorney–client privilege. 
Courts have not routinely adopted such a privilege, even 
though public policy in favor of eradicating discrimina-
tion would clearly favor it.
 That self-audits are not without legal risk does not 
mean that employers should not do them. There is a le-
gal risk in not taking the legal risk. Waiting until a plain-
tiff discovers the problem is not a viable answer from 
either a business or legal perspective.

Sources: Adapted from U.S. Bureau of Labor Statistics, http://
www.bls.gov/opub/ted/2010/ted_20100708.htm (accessed 
on July 25, 2011); Jonathan A. Segal (April 2005), “Shatter the 
Glass Ceiling: Dodge the Shards,” HR Magazine, pp. 121–26; 
Rebecca Winters (January 31, 2005), “Harvard’s Crimson 
Face,” Time, p. 52.
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loss. 54   Outplacement  consists of a variety of job placement services that an organization 
offers to people who are being asked to leave. 55  These services may include help with résu-
més, including a laid-off person’s spouse in discussions and any training, use of company 
telephones for calling potential employers, letters of introduction, reference letters, pay-
ment of placement fees, and career counseling. In some cases, a company may pay for re-
training as a person learns the skills necessary to begin a career again elsewhere or to enter 
a new career. 56  Outplaced employees sometimes form support groups so that they can 
 exchange information about job openings and feelings. In 2008 and 2009, one survey 
found that approximately two-thirds of companies that had layoffs offered outplacement at 
a cost of about $3,600 per employee. 57  

In the 1990s, with U.S. corporations in the midst of 
what the New York Times called “the downsizing of 
America,” a new term appeared: the “7-percent rule.” It 
was a simple formula: when a company announces ma-
jor layoffs, its stock price jumps 7 percent. No one wor-
ried too much about whether the rule was accurate—it 
was a catchy way of expressing a basic assumption 
about corporate layoffs: downsizing is an easy way to 
make Wall Street happy. So when, recently, a large cor-
poration with a lagging stock price—Citigroup— 
announced major job cuts, one might have expected its 
stock to soar. Instead, Citigroup’s stock barely budged 
when it said it would be cutting 17,000 jobs.
 This may have surprised the executives who had 
planned the cutbacks, but it shouldn’t have. Over the 
past decade, many academics have looked at how layoffs 
affect stock prices, and they’ve found that the 7-percent 
rule is bunk. Instead of rising sharply, the stock of com-
panies that trim their workforces is likely to fall. A recent 
meta-study that surveyed research from several coun-
tries, covering thousands of layoff announcements, con-
cluded that, on average, markets had “a significantly 
negative” reaction to job cuts. Individual companies, of 
course, sometimes see stock prices jump after layoff 
news, but there’s no evidence that downsizing is a guar-
anteed hit with investors.
 Downsizing may make companies temporarily more 
productive, but the gains quickly erode, in part because 
of the predictably negative effect on morale. And nu-
merous studies suggest that, despite the lower payroll 
costs, layoffs do not make firms more profitable. Wayne 
Cascio, a management professor at the University of 
Colorado at Denver, looked at more than 300 firms that 
downsized in the 1980s and found that three years after 
the layoffs the companies’ returns on assets, costs, and 
profit margins had not improved. It’s possible that these 
companies would have done even worse had they not 

downsized, but for the average company the effect of 
layoffs on the bottom line appears to be negligible.
 If the track record of layoffs in improving corporate 
performance and shareholder returns is so mediocre, 
why do executives still find them tempting? One rea-
son is that executives’ view of downsizing is shaped by 
what is sometimes called the vividness heuristic: the 
tendency to give undue weight to particularly vivid or 
newsworthy examples. In discussions of downsizing, 
you don’t often hear about all the companies that cut 
payrolls and then continued to struggle. Instead, it’s 
the stories of companies that have reaped dramatic 
benefits from downsizing—like General Electric and 
Procter & Gamble—that become templates for how 
the process works. Executive overconfidence exacer-
bates this problem: a CEO is far more likely to see him-
self as capable of pulling off what Jack Welch did at GE 
than to recognize the probability that layoffs will make 
only a trivial difference.
 CEOs are likely to look to layoffs as a solution to a 
number of problems because that’s what almost every-
one else does, too. The word downsizing wasn’t even 
invented until the mid-1970s. The waves of layoffs that 
began at the end of that decade and peaked after the 
recession of 1990–91 were largely a response to crisis on 
the part of manufacturing companies swamped by for-
eign competitors and stuck with excess capacity. More 
recently, however, downsizing has become less a re-
sponse to disaster than a default business strategy, part 
of an inexorable drive to cut costs.

Sources: Adapted from Christopher Zatzick, Mitchell Lee 
Marks, and Roderick Iverson (Fall 2009), “Which Way Should 
You Downsize in a Crisis?” MIT Sloan Management Review, 
Vol. 51, Iss. 1, pp. 79–86; Susan Berfield (April 14, 2008), 
 “After the Layoffs, the Redesign,” Workplace, p. 54; James 
Surowrecki (April 30, 2007), “It’s the Workforce,  Stupid!” 
The New Yorker, p. 32.
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  In addition to outplacement services, organizations can provide payments so that indi-
viduals have some financial resources to draw upon during the transition between jobs. The 
most common is  severance pay,  based on the employees’ years of service. 
  Since job layoffs and job loss are expected to continue into the foreseeable future, man-
agement must continue to study the problems and experiment with solutions. 58  There are 
still many gaps in our understanding of what happens to people when their careers are 
halted temporarily or permanently. We need more information on: 

 • Women’s and minority workers’ reactions to job layoffs and loss. 

 • Long-range effects of job loss. 

 • How personality predisposes reactions to job loss. 

 • Effectiveness of outplacement services. 

  Much work needs to be done and managerial action needs to be taken on the effects of 
career halt. As stated by Harry Maurer, 

 Work, if the longing of the unemployed is any indication, remains a fundamental need—even 
in the crushing form it has increasingly assumed in the modern world. It provides not simply 
a livelihood, but an essential passage into the human community. It makes us less alone. 59  

 Summary   This chapter has discussed the importance of career planning and development. 

  To summarize the major points covered in this chapter:  

  1. A career is an ongoing sequence of work-related activities. It is work-related—not 
something that occurs in isolation. 

  2. Individuals go through four career stages—apprenticeship, advancement, mainte-
nance, and strategic thinking. 

  3. Mentoring can be extremely important to a junior employee in terms of career 
development. 

  4. In selecting a career, individuals are expressing a part of their personality. 

  5. Three points in careers are of particular importance for career development—when a 
person is just hired, at midcareer, and at preretirement. 

HR Challenge (continued from page 433)

After thinking about his goals, his present position, and the future he saw at Neal, Jim Lucio 
made the decision to leave the company. It wasn’t easy, and he had some fears. But Jim 
really felt that a second career was best for him. He didn’t make a hasty decision; he knew 
the meaning of a midcareer crisis. A few of his close friends had made hasty career decisions 
and had regretted them only a few months afterward.
 Jim decided to go after something he had always wanted: his own business. He consid-
ered his needs, where he was going at Neal, and what skills he had acquired and devel-
oped over the years. He now is a partner in a database management system company 
in Hamilton, Ohio. He has felt good, slept well, and jumped into his second career with 
enthusiasm. Ellen and everyone at Neal wished him well. His co-workers even had a 
party for Jim to show him that they cared and wanted him to be happy in his new career 
as a business owner.
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  6. Programs to combat problems of the new hiree include realistic job previews, 
 challenging initial assignments, and demanding bosses. 

  7. Programs to combat midcareer problems include counseling to illustrate and develop 
midcareer alternatives (transfers, retraining). 

  8. Programs to combat preretirement problems include counseling, workshops, and 
 seminars on what to expect, alternative careers, and coping with change. 

  9. Career pathing can inform people about the sequence of job opportunities in the 
organization. 

  10. Career planning involves matching a person’s aspirations with opportunities. Some 
common practices involve counseling, seminars, and self-assessment centers. 

  11. An issue of growing importance is the dual-career couple. Organizations need to 
 become more active in finding ways to minimize problems of dual-career couples. 

  12. Career progress and development can halt because of a temporary cutback or a perma-
nent reduction in the workforce. A layoff or job loss can create psychological and 
 behavioral problems for individuals and families that are affected. 

 Key Terms  career,  p. 434  
 career pathing,  p. 449  
 career planning,  p. 449  
 career stages,  p. 436  

  1. Mentors can play a very important role in a person’s career. Please describe how a 
person could go about finding a mentor. 

  2. Why do recently retired people need to be prepared for the differences between work 
and retirement? 

  3. Certainly not all Gen Xers, baby boomers, or Generation Ys want the same things 
from a career. What generation are you in, and what do you want in terms of a 
career? 

  4. What defines  career success  to you? Compare your definition with that of a close 
friend, family member, or spouse/partner. 

  5. Why are some people satisfied with what is identified as a midcareer plateau while 
others at the same point experience career burnout? 

  6. Should organizations be concerned about dual-career issues such as career conflict, 
relocation, and differences in salary? Why? 

  7. Have you made a career choice? What is it, and do you have the skills and personality 
for the particular career? How did you determine this? 

  8. John Holland proposes that career choice is an expression of personality and that what 
one derives from that career depends on the congruence between his or her personality 
and the job. Which personality type best describes you? Does this personality type 
match well with the career you will pursue? 

  9. Women and minorities often face what is called a glass ceiling. Why would some 
 individuals hinder or block the advancement of people up the management ladder? 

  10. How should the manager evaluate the effectiveness of outplacement services? 

 dual careers,  p. 452  
 glass ceiling,  p. 454  
 job layoff,  p. 455  
 job loss,  p. 455  

 mentoring relationship,  
p. 437  
 midcareer plateau,  p. 446  
 outplacement,  p. 458  

 Questions for 
Review and 
Discussion 
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 Application Case 14–1 

 The Dual-Career Couple 
 America’s workforce has in the past been largely made up of the heads of traditional 
 families—husbands who work as breadwinners while wives remain home to raise the 
 children. However, today the “traditional family” represents less than 10 percent of 
all households. Increasingly, both spouses are launching careers and earning incomes. 
Dual-career couples now account for 40 percent of the workforce (more than 53 million 
employees), and their numbers will substantially increase. The situation of two spouses 
with careers that are both considered important has become something managers can’t 
 ignore. As more women enter the workforce, dual-career couples will become a consider-
ation in decisions about hiring, promotion, relocation, and job commitment. 
  The advent of the dual-career couple poses challenges for the working spouses and for 
business. According to one survey of more than 800 dual-career couples by Catalyst, 
 couples experience a myriad of problems, most notably difficulties with allocating time (the 
top-ranked complaint), finances, poor communication, and conflicts over housework. For 
couples with children, meeting the demands of career and family usually becomes the top 
concern. Studies indicate that dual-career families need (1) benefit plans that enable couples 
to have children without jeopardizing their careers; (2) more flexible work  arrangements to 
help balance the demands of family and career; (3) freedom from anxieties about child care 

 Objective 
 Reaching dilemmas or plateaus in a career is quite common. Feeling “stuck” can be very 
emotional, as well as motivational. Even if you are not stuck it is healthy to examine, first- 
hand, your career. The purpose of the career audit is to carefully review where you are 
today and where you would like to be in the future. 

 Steps in the Audit 
 The following steps are intended to help you acquire an up-to-date picture of your 
career. 

 1. Recall the objective you had for your first (or most recent job). Use this job to take each 
of the next steps. 

 2. Identify three projects that you worked on that made you feel good. Why did you feel 
good? 

 3. What unique attributes do you offer an employer? Come up with at least six distinct 
attributes. 

 4. What weaknesses do you have? Identify at least three weaknesses and be specific. How 
do you plan to minimize or eliminate these weaknesses? Develop a plan, schedule, and 
monitoring system. 

 5. Establish five specific career goals for the next five-year period. Write out the goals and 
have a good friend critique and rate them on clarity, challenge, specificity, motivational 
value, realism, and importance. What is your grade? Try again until you receive five 
“A 1 ” grades. 

 6. Prepare your work portfolio, which includes the positive contributions you can offer an 
employer. A portfolio is a record of specific contributions and proof that you can and 
have made these value-added contributions. 

 7. Compare your audit with that of a friend in the class. Are you in excellent shape or do 
you need some rework? Honesty will help you survive in the career marketplace. 

 EXERCISE 14–1 
 My Career Audit 
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while at work; and (4) assistance from the employer in finding employment for the spouse 
when an employee relocates (this is a need for both parents and childless couples). 
  For businesses, the challenge lies in helping to ease the problems of dual-career cou-
ples, especially those with children. According to a study commissioned by  Fortune  maga-
zine, organizations are losing productivity and employees because of the demands of 
family life. The study found that among the 400 working parents surveyed, problems with 
child care were the most significant predictors of absenteeism and low productivity. 
  For example, 41 percent of those surveyed had taken at least one day off in the three 
months preceding the survey to handle family matters; 10 percent had taken from three to 
five days. (On a national scale, these figures amount to hundreds of millions of dollars in 
lost productivity.) About 60 percent of the parents polled expressed concerns about time 
and attention given to their children, and these anxieties were linked to lower productivity. 
Overall, many experts advise that companies that ignore the problems of dual-career cou-
ples and working parents stand to lose output and even valued employees. Companies are 
beginning to respond to these needs in a number of ways. 

 Hiring Spouses of Employees or Helping Them Find Jobs 

 Studies indicate that more employees are refusing relocation assignments if their working 
spouses cannot find acceptable jobs. In response, many companies have recently begun to 
offer services for “trailing spouses.” These services include arranging interviews with pro-
spective employers, providing instruction in résumé writing, interviewing, and contract 
negotiation, and even paying plane fares for job-hunting trips. Some companies (General 
Mills, 3M, American Express) use outside placement services to find jobs for trailing 
spouses. More than 150 companies in northern New Jersey created and use a job bank that 
provides leads for job-hunting spouses. 
  A small but growing number of companies (including Chase Manhattan Bank and 
O’Melveny & Myers, one of the nation’s largest law firms) are breaking tradition and hir-
ing two-career couples. Martin Marietta maintains an affirmative hire-a-couple policy and 
hires about 100 couples a year at its Denver division. Proponents assert that couples who 
work for the same company share the same goals, are often more committed to the com-
pany, and are more willing to work longer hours. Hiring couples helps attract and keep top 
employees, and relocations are also easier for the couple and the company. 

 Providing Day-Care Assistance 

 More than 10,000 companies now provide day-care services and financial assistance or 
 referral services for child care. For example, American Savings and Loan Association estab-
lished the Little Mavericks School of Learning in 1983 for 150 children of employees on a 
site within walking distance of several of its satellite branch locations. This center was 
 established as a nonprofit subsidiary with a staff of 35, and its services include regular day 
care, holiday care, sick-child care, Boy Scout and Girl Scout programs, a kindergarten 
 program, and after-school classes. Fees range from $135 to $235 a month, depending on the 
type of service, and parents pay through payroll deductions. Company officials report that 
the center has substantially reduced absenteeism and personal phone calls and that it has 
been a substantial boon to recruitment and retention. However, as many couples have found, 
limited openings mean that not all parent employees can be served; and some employees get 
preferential treatment—sometimes even those who can afford external day-care services. 
  Many companies contract outside day-care services run by professional groups, thus re-
lieving the company of the headaches of running a center. For example, IBM contracted the 
Work/Family Directions child-care consulting group to establish 16,000 home-based family 
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centers and to open 3,000 day-care centers for IBM employees and other families through-
out the United States. About 80 companies have created programs to help parents of sick 
children. If a child of an employee of First Bank System (Minneapolis) becomes ill, the 
company will pay 75 percent of the bill for the child’s stay at Chicken Soup, a sick-child 
day-care center. The policy enables parents to keep working and saves the company money. 
A growing number of companies arrange to send trained nurses to the sick child’s home. 
  Other companies provide partial reimbursement for child-care services. Zayre Corpora-
tion pays up to $20 a week for day-care services for employees who work at corporate 
headquarters. A growing number of cafeteria fringe benefits programs enable employees to 
allocate a portion of fringe benefits to pay for day-care services. Chemical Bank pays these 
benefits quarterly in pretax dollars. 

 Providing Flexible Time Off 

 A number of companies combine vacation and sick leave to increase the amount of time 
off for family life. At Hewlett-Packard, for example, employees receive their regular vaca-
tion days plus five additional days of unused sick leave. Employees can take the time off in 
any increments at any time. Employees can carry a number of unused days over to the next 
year (the number is determined by tenure), and employees who leave the company receive 
cash value for their unused days (at their current salary level). 

 Providing Job Sharing 

 This program enables two people to share a job on a part-time basis and is a major boon to 
spouses who want to continue their careers while raising children. The program was first 
established by Steelcase, Inc., in Grand Rapids, Michigan, where company officials say that 
the program has reduced turnover and absenteeism, boosted morale, and helped achieve af-
firmative action objectives. However, job sharing can be difficult to implement; the program 
requires that a job be divided into two related but separate assignments, that the job sharers 
are compatible, and that the supervisor can provide task continuity between them. 

 Discussion Questions 

 1. What are the advantages and potential liabilities of hiring two-career couples, beyond 
those noted in the case? 

 2. Many of the services for dual-career couples and parent employees are provided by large 
corporations that have far greater financial resources than smaller companies. Identify 
and discuss potential ways in which a small company’s HRM function can alleviate the 
challenges facing employees who are parents and employees with working spouses. 

 3. Suppose that a dual-career couple involves spouses who are at different career stages. 
Does this situation pose problems for the couple? For the organization or organizations 
employing them? Discuss. 

  Sources:  Originally written by Kim Stewart and adapted from Kimberly Garts Crum (May 2005), “A 
Mother’s Place,”  Today’s Woman,  p. 40; Rachel Connelly, Deborah DeGriff, and Rachel Willis (2004),  Kids 
at Work  (New York: W. E. Upjohn Institute for Employment Research); Patricia Sellers (August 5, 1996), 
“Women, Sex, and Power,”  Fortune , pp. 42–56; Kim Clark (August 5, 1996), “Women, Men, and Mon-
ey,”  Fortune , pp. 60–61; Veronica J. Schmidt and Norman A. Scott (August 1987), “Work and Family Life: 
A Delicate Balance,”  Personnel Administrator , pp. 40–46; Fern Schumer Chapman (February 16, 1987), 
“Executive Guilt: Who’s Taking Care of the Children?”  Fortune , pp. 30–37; Anostasic Toufexis (November 
16, 1987), “Dual Careers, Doleful Dilemmas,”  Time , pp. 90; Irene Pave (December 16, 1985), “Move 
Me, Move My Spouse,”  BusinessWeek , pp. 57, 60; Ronald F. Ribark (August 1987), “Mission Possible: 
Meeting Family Demands,”  Personnel Administrator , pp. 70–79; Lawrence Rout (May 28, 1980), “Pleas-
ures and Problems Face Married Couples Hired by Some Firms,”  The Wall Street Journal , pp. 1, 28. 
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Part

5Labor–Management 
Relations and 
Promoting Safety and 
Health

 Three chapters make up Part Five. Chapter 15, “Labor Relations and Collective Bargain-
ing,” focuses on labor unions, their history, influence, structure, and techniques used in 
bargaining with management. In Chapter 16, “Managing Employee Discipline,” positive 
discipline and punishment are examined in terms of where, when, and why each may be 
appropriate. Chapter 17, “Promoting Safety and Health,” presents and discusses important 
safety and health issues. 

iva29120_ch15_467-501.indd Page 467  12/28/11  9:58 AM user-f462iva29120_ch15_467-501.indd Page 467  12/28/11  9:58 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



  Chapter

15   Labor Relations and 
Collective Bargaining 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Differentiate  between labor relations, labor union, and collective 
bargaining. 

 2.  Examine  the history of unions in both the private and public sectors. 

 3.  Summarize  the role of the legal system in creating the labor relations 
climate in the United States. 

 4.  Discuss  the union organization and collective bargaining processes. 

 5.  Explain  how a grievance system is part of administering and 
 interpreting a labor agreement. 

 6.  Recognize  current trends in unionization in the United States. 
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 HR Challenge 

 Hardisty Manufacturing Company (HMC) is a 40-year-old firm located in the Boston area. 
It manufactures consumer goods and has a volatile technology that has been changing 
rapidly, especially over the past 15 years. At present it employs 1,000 people, mostly semi-
skilled and unskilled plant production workers. The president and founder of the company 
is Tom Hardisty. He used to work for the largest firm in the industry until he had a fight with 
his boss, quit, and went into competition with his former employer. 
  Like all other companies in the industry, HMC is unionized. About 750 of the employees 
belong to Local 201, which is affiliated with the AFL-CIO. Tom Hardisty himself was a union 
member until he became a supervisor while working for a competitor. Until recently HMC 
has enjoyed fairly cordial relationships with union officials and members of the local. Sure, 
there is the usual flurry of union activity and posturing as contract negotiations come up 
every three years, but for the most part union leadership and the rank-and-file members 
seem satisfied. HMC pays above-average wages to all of its production workers and has 
never laid off anyone in the plant. 
  The business climate around Boston and in the industry as a whole has undergone quite 
a few dramatic changes in recent years, however. Recessionary economic conditions and 
intense foreign competition have eaten into HMCs orders and profits. Escalating health care 
costs have made the generous benefits package that Local 201 negotiated with Hardisty 
increasingly expensive. Many of HMCs older employees are nearing retirement age, and 
they are looking forward to a secure retirement with the nice pension checks the union has 
also arranged. 
  Tom is worried. Unemployment in the Boston area has been high for years, and he 
would like to take advantage of this by hiring some nonunion labor, which would be 
much less expensive. However, he knows that this won’t help much at present because 
Local 201 has negotiated for a union shop. Tom thinks the survival of HMC rides on cut-
ting labor  expenses, especially the higher-than-average wages and expensive benefits for 
retirees. He would also like to get more flexible work rules: The new high-tech production 
equipment he purchased should allow him to switch orders in hours, but with the exist-
ing union contract, it takes days. Tom is even considering moving the plant to a right-to-
work state like North Carolina or maybe to the maquiladora region in Mexico. With these 
challenges in mind, he calls in Samantha Masters, his labor relations director, to discuss 
how to handle the subject with the union. Samantha immediately begins to recite labor 
law. She warns Tom that the union is still powerful in their industry and that he must 
proceed with caution. 

 Chapter 15 introduces a powerful political and economic force in American society—the 
labor union. A  labor union  can be defined as an organization of employees that uses col-
lective action to advance its members’ interests in regard to wages and working conditions. 
Many employees of private and public firms have joined unions. Regardless of the sector 
of the economy in which these individuals are employed, their philosophy is the same: 
strength can be found in joining together. In general, there are two types of unions: indus-
trial and craft. Members of an  industrial union  are all employees in a company or industry, 
regardless of occupation. Members of a  craft union  belong to one craft or to a closely re-
lated group of occupations. 
  Labor unions are discussed in the context of  labor relations —the continuous relation-
ship between a defined group of employees and management. The relationship includes the 
negotiation of a written contract concerning pay, hours, and other terms and conditions of 
employment as well as the interpretation and administration of this contract over its period 
of coverage. 

iva29120_ch15_467-501.indd Page 469  12/28/11  9:58 AM user-f462iva29120_ch15_467-501.indd Page 469  12/28/11  9:58 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles
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  The primary function of this chapter is to outline the history of the labor relations move-
ment in the United States, introduce relevant labor laws that legitimize the relationship 
between labor and management, describe the structure of unions in the United States, and 
discuss the organizing and collective bargaining processes. All of this is presented in the 
context of the effects of labor relations on the HRM function. 1  A company’s HRM policies 
and practices may affect employees’ interest in unionizing. Thus, managers need to be 
concerned with unions; they may negotiate with union representatives at the bargaining 
table, or face employees who want to form a union. 
  The union is the key organization in effective collective bargaining relationships. Union 
officials and management interact daily and at contract time. Union and managerial 
 attitudes toward each other affect the degree of peace and effectiveness that can exist in 
labor–management relations. 
  Two other environmental factors influence the nature of collective bargaining: labor 
market conditions and government. Labor  market conditions  influence both management 
and the unions in their relationships. If the labor market has a surplus and the demand for 
goods is soft, management has an advantage. The company can sustain a strike and per-
haps even benefit economically from one. Under those conditions, union members are 
less likely to vote for a strike. When the labor market is tight and the demand for goods 
strong, the union has the advantage. The other factor is  government,  which creates the 
legal environment in which labor relations take place. Government boards rule on legal 
differences in the system, and government mediators and conciliators often help settle 
disputes. 

 Early Collective Action and Union Formation 

 Collective action on the part of skilled workers was not unheard of even during the forma-
tive years of our republic. Employers, however, successfully resisted the earliest efforts to 
organize unions. In 1794, the Philadelphia Federal Society of Journeyman Cordwainers 
(shoemakers) organized a strike to protest wage cuts. Striking journeymen were found to 
have engaged in criminal conspiracy and each was fined $8.20. 2  This doctrine remained a 
key management weapon until 1842 when the Massachusetts Supreme Court in  Common-
wealth v. Hunt  decided that criminal conspiracy did not exist if unions did not use illegal 
tactics to achieve legitimate goals. 3  
  Rapid industrial expansion began during the Civil War. By the time the war was over, 
huge industrial monopolies controlled major sectors of the American economy. 
 Employment conditions included long work hours, unsafe working conditions, low 
wages, and high unemployment. The turbulent period following the war brought grow-
ing recognition of the labor union approach to solving workers’ social and economic 
problems. 4  The first union to achieve significant size and influence was the  Knights of 
Labor  ,  formed around 1869. This group attracted employees and local unions from all 
crafts and occupational areas. The Knights had two objectives: (1) to establish one large 
union for all employees regardless of trade and (2) to replace the American political and 
economic system of capitalism with socialism. The strength of the Knights of Labor 
was diluted because it failed to integrate the industrial and craft needs and interests of 
skilled and unskilled members. 
  A group of craft unions left the Knights of Labor around 1886 to form the  American 
Federation of Labor (AFL)  .  They elected Samuel Gompers of the Cigar Makers Union 
as president. Initially, the AFL restricted membership to skilled tradespeople such as 
machinists, bricklayers, and carpenters. Growth in the union movement was slow from 
1886 to 1935. In 1935, the Congress of Industrial Organizations (CIO) was formed by 
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John L. Lewis, president of the United Mine Workers, in cooperation with a number of presi-
dents expelled from the AFL. The CIO grew quickly, using the industrial union structures to 
 organize employees in mass production jobs. Craft, semiskilled, the unskilled employees 
within an industry, such as assemblyline workers, machinists, and assemblers, could be 
members of the same CIO-affiliated union. Soon, the AFL began to offer membership to 
unskilled workers as well. Competition for new union members led to bitter conflicts 
between the AFL and CIO until they merged in 1955, forming the AFL-CIO, which will be 
discussed later in the chapter. 

Most of the world marks Labor Day on May 1 with pa-
rades and rallies. Americans celebrate it in early Septem-
ber, by heading to the beach or firing up the grill. Why 
the discrepancy? Here’s a hint: The answer would have 
been a great disappointment to Frederick Engels.
 Engels, the co-author of The Communist Manifesto, 
had high hopes for May Day, which originated in the 
United States. When the socialist-dominated organiza-
tion known as the Second International jumped on the 
American bandwagon and adopted May 1 as Interna-
tional Labor Day, Engels confidently expected the prole-
tariats of Europe and America to merge into one mighty 
labor movement and sweep capitalism into the dustbin 
of history.
 May Day’s origins can be traced to Chicago, where 
the Federation of Organized Trades and Labor Unions, 
under its leader Samuel Gompers, mounted a general 
strike on May 1, 1886, as part of its push for an eight-
hour workday.
 In 1888, Gompers’s union reorganized itself as the 
American Federation of Labor, and revived its push for 
the eight-hour day. Gompers laid plans for a strike to 
begin on May 1, 1890—the fourth anniversary of the 
walkout that had led to the Haymarket affair when on 
May 4, 1886 an unknown person threw a bomb at po-
lice as they marched in support of striking workers.
 Engels was thrilled. “As I write these lines, the prole-
tariat of Europe and America is holding a review of its 
forces; it is organized for the first time as one army,” he 
wrote on the first May Day. “The spectacle we are now 
witnessing will make the capitalists and landowners of 
all lands realize that today the proletarians of all lands 
are, in very truth, united. If only Marx were with me to 
see it with his own eyes!”
 The first May Day was deemed a success, so the Second 
International adopted it as an annual event. And for 
a few years, it seemed as though May 1 might be on the 
way to becoming a rallying point for socialists in America, 

as it was elsewhere. The Panic of 1893 touched off a 
 national wave of bankruptcies that plunged the nation 
into a deep depression—and depressions generally push 
workers toward radical solutions. Things came to a boil 
with the Pullman Strike, which erupted in Chicago in May 
1894. The striking Pullman Palace Car Co. workers quickly 
won the support of the American Railway Union, led by 
Gompers’s rival Eugene V. Debs. Railroad traffic in much 
of the country was paralyzed.
 President Grover Cleveland, a Democrat, was deter-
mined to squash the strike. But he did not want to alien-
ate the American Federation of Labor, which was not yet 
involved in the Pullman dispute. Moreover, 1894 was a 
midterm election year, and the Democratic Party could 
ill afford to be seen as an enemy of labor. Cleveland and 
the Democrats hit upon a possible solution: They would 
proclaim a national Labor Day to honor the worker. But 
not on May 1—that date was tainted by its association 
with socialists and anarchists. Fortunately, an alternative 
was at hand.
 On the contrary, the September date was closely 
associated with Gompers, who was campaigning to 
have it declared a national holiday. Gompers opposed 
the socialists and was guiding the AFL toward a nar-
rower and less-radical agenda. Gratefully, Cleveland 
seized upon the relatively innocuous September holi-
day as a way to reward labor without endorsing radical-
ism. On June 28, 1894, he signed an act of Congress 
establishing Labor Day as a federal holiday on the first 
Monday of September. (He made a point of sending 
the signing pen to Gompers as a souvenir.) Less than 
a  week later, the president sent federal troops to 
 Chicago. Gompers refused to support the strike, which 
soon collapsed.

Sources: “Labor Day: How It Came About; What It Means” 
(May 10, 2008), U.S. Department of Labor, http://www.dol.gov/
OPA/ABOUTDOL/LABORDAY.HTM; Mark Lewis (August 31, 
2007), “The History of Labor Day” at Forbes.com.

HR Journal A Brief History of Labor Day
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 Labor Legislation Overview 

 The union–management pattern of interaction is governed by state and federal laws. 5  The 
earliest federal legislation affecting unions and management was narrowly focused on the 
railroad industry. Congress passed the  Arbitration Act of 1888  to encourage the volun-
tary settlement of labor disputes in this industry through arbitration. In 1926, Congress 
passed the  Railway Labor Act  giving railroad and airline employees the right to organize 
and bargain collectively with management. This act also prohibited the use of  yellow-dog 
contracts  in which employees promised not to join labor unions in exchange for 
employment. 
  In the 1930s, the federal government became involved in labor disputes outside the rail-
road industry. The  Norris-LaGuardia Act  ,  also called the  Anti-Injunction Act,  was passed 
in 1932. The act limited the use of injunctions by federal courts to stop union picketing, 
boycotts, and strikes. Additionally, the act extended the prohibition of yellow-dog contracts 
beyond the railroad industry. 
  Labor law today is still linked to three significant federal statutes: 

 1. National Labor Relations Act (1935 Wagner Act). 

 2. Labor Management Relations Act (1947 Taft-Hartley Act). 

 3. Labor–Management Reporting and Disclosure Act (1959 Landrum-Griffin Act). 

 National Labor Relations Act (Wagner Act) 
 The National Labor Relations Act, better known as the  Wagner Act , was passed in 1935 
to encourage the growth of trade unions and restrain management from interfering with 
this growth. As originally drafted, it included seven topics: 

 1. Recognition of employees’ rights to bargain collectively. 

 2. Limitation on collective bargaining. 

 3. Representation. 

 4. Certification and  decertification elections  .  

 5. Terms of collective bargaining agreements. 

 6. Problem of company unions. 

 7. Right to strike. 6  

  This act made the government take an active role in union–management relationships 
by restricting the activities of management. Unfair practices by employers specified in the 
Wagner Act are summarized in Exhibit 15–1. 
  Justification of the Wagner Act was based upon the notion that an individual employee has 
unequal bargaining power when compared with the position of the employer. 7  Employers 
strongly objected and fought to have the act declared unconstitutional. In a 5–4 decision, 
however, the U.S. Supreme Court upheld the Wagner Act in  National Labor Relations 
Board v. Jones and Laughlin Steel,  8  ruling that Congress did not exceed its power to regulate 
 interstate commerce. 
  The power to implement the Wagner Act was given to a five-person  National Labor 
Relations Board (NLRB)  and a staff of lawyers and other personnel responsible to the 
board. The board sets up certification elections to determine if a given group of workers 
wishes to have a union as a bargaining representative. The board also investigates com-
plaints of unfair labor practices. If a charge of unfair labor practices is filed with the NLRB 
and an investigation is initiated, the NLRB has an array of alternatives. Rulings by the 
NLRB are subject to review by the U.S. Court of Appeals. 
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 Labor Management Relations Act (Taft-Hartley Act) 
 In 1947, Congress passed the  Labor Management Relations Act  ,  also known as the 
  Taft-Hartley Act  ,  which amended and supplemented the Wagner Act. The Taft-Hartley Act 
guaranteed employees’ bargaining rights and specifically forbade the five unfair labor prac-
tices by employers first established in the Wagner Act. The Taft-Hartley Act also specified 
unfair labor practices by a union. Unions were restrained from such practices as those shown 
in Exhibit 15–2 on the next page. The act also allowed states to pass right-to-work laws which 
prevent unions from requiring all employees to join the union as a condition of employment. 

 Labor–Management Reporting and Disclosure Act 
(Landrum-Griffin Act) 
 In the 1950s, congressional investigations uncovered a number of illegal practices on the 
part of unions. At this time, Congress assumed that individual union members were still 
not protected enough by the labor laws in existence. In 1959, Congress passed the Labor–
Management Reporting and Disclosure Act, also known as the  Landrum-Griffin Act  ,  to 
regulate the internal affairs of unions. 
  This act gives every union member the right to (1) nominate candidates for union of-
fice, (2) vote in union elections, and (3) attend union meetings. Union members also have 
the right to examine union accounts and records. In addition, the union is required to 
submit an annual financial report to the Secretary of Labor. Employers must report any 
payments or loans made to unions, the officers, or members. This portion of the act was 
designed to eliminate what are called sweetheart contracts, under which union leaders and 
management agree to terms that work to their mutual benefit, but maintain poor working 
conditions for other employees. 

 Structure and Management of Unions 

 Union structure in the United States consists of four levels: (1) the federation of unions 
(AFL-CIO), (2) intermediate, (3) national, and (4) local. Each will be discussed briefly. 

 Federation of Unions 
 Today, over 55 national and international labor unions representing over 12.2 million employ-
ees belong to the  American Federation of Labor–Congress of Industrial Organizations  

EXHIBIT 15–1 
Unfair Labor 
Practices by 
Employers

•  Interfering with, restraining, or coercing employees in the exercise of their rights to organize 
(threatening employees with loss of job if they vote for a union, granting wage increases 
deliberately timed to discourage employees from joining a union).

•  Dominating or interfering with the affairs of a union (taking an active part in the affairs of a 
union, such as a supervisor actively participating in a union; showing favoritism to one union 
over another in an organization attempt).

•  Discriminating in regard to hiring, tenure, or any employment condition for the purpose of 
encouraging or discouraging membership in any union organization (discharging an employee if 
he or she urges others to join a union, demoting an employee for union activity).

•  Discriminating against or discharging an employee because he or she has filed charges or given 
testimony under the Wagner Act (discriminating against, firing, or demoting an employee 
because he or she gave testimony to NLRB officials or filed charges against the employer with 
the NLRB).

•  Refusal to bargain collectively with representatives of the employees; that is, bargain in good faith 
(refusal to provide financial data, if requested by the union, when the organization pleads 
losses; refusal to bargain about a mandatory subject, such as hours and wages; refusal to 
meet with union representatives duly appointed by a certified bargaining unit).
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 (AFL-CIO)  ,  a voluntary federation that was formed in 1955 when the American Federation 
of Labor merged with the Congress of Industrial Organization. 9  The stated mission of the 
AFL-CIO is as follows: “Strengthening working families by enabling more workers to join 
together in unions, building a stronger political voice for working families, providing a 
new voice for workers in the global economy and creating a more effective voice for work-
ing families in our communities.” 10  National headquarters provides many services to affili-
ated unions including: training for regional and local union leaders, organizing assistance, 
strike funds, and data for use in contract negotiations. 
  The chief governing body of the AFL-CIO is the biennial convention, which sets policy. 
Between conventions, the executive officers, assisted by a 43-member executive council 
and the general board, run the organization. Executive officers include the president, ex-
ecutive vice president, and the secretary-treasurer. The general board consists of the 
43 executive council members of the state federations. 11  

 Intermediate Union Bodies 
 Intermediate organizing bodies interface with the AFL-CIO and with national and local 
units. 12  Intermediate units include regional or district offices, trade conferences, confer-
ence boards, and joint councils. They are usually affiliated with a national union and 
 provide services to a given geographic area. The purpose of these intermediate bodies is 
to help coordinate union membership, organize discussions of issues pertaining to the 
 relationships between labor and management, and join together local unions with similar 
goals. They may provide office space and other facilities for local unions. 

EXHIBIT 15–2
Unfair Labor 
Practices by Unions

•  Restraining or coercing employees in the exercise of their right to join or not to join a union, except 
when an agreement is made by the employer and union that a condition of employment will be 
joining the union—a union security clause authorizing a union shop (picketing as a mass and 
physically barring other employees from entering a company facility, acting violently toward 
nonunion employees, threatening employees for not supporting union activities).

•  Causing an employer to discriminate against an employee other than for nonpayment of dues or 
initiation fees (causing an employer to discriminate against an employee for antiunion activity, 
forcing the employer to hire only workers satisfactory to the union).

•  Refusal to bargain with an employer in good faith (insistence on negotiating illegal provisions 
such as the administration’s prerogative to appoint supervisors, refusal to meet with the 
employer’s representative, termination of an existing contract or strike without the appropriate 
notice).

•  Inducing, encouraging threatening, or coercing any individual to engage in strikes, refuse to work, 
or boycott where the objective is to:

 Force or require any employer or self-employed person to recognize or join any labor orga-
nization or employer organization.

 Force or require an employer or self-employed person to cease using the products of or 
doing business with another person, or force any other employer to recognize or bargain 
with the union unless it has been certified by the NLRB.

 Force an employer to apply pressure to another employer to recognize a union. Examples 
are: picketing a hospital so that it will apply pressure on a subcontractor (food service, 
maintenance, emergency department) to recognize a union; or forcing an employer to do 
business only with others, such as suppliers, who have a union; or picketing by another 
union for recognition when a different one is already certified.

•  Charging excessive or discriminatory membership fees (charging a higher initiation fee to 
employees who did not join the union until after a union-security agreement is in force).

•  Causing an employer to give payment for services not performed (featherbedding) (forcing 
an employer to add people to the payroll when they are not needed, forcing payment to 
employees who provide no services).
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 National Unions 
 The constitution of a national union establishes the rules, policies, and procedures under 
which local unions may be chartered and become members. Each national union exercises 
some control over the local unions. These controls usually deal with collecting dues, ad-
mitting new members to the local, and using union funds. The national also provides the 
local unions with support for organizing campaigns and administrating contracts. There are 
approximately 100 national union organizations ranging in size from over 1.4 million 
members such as the International Brotherhood of Teamsters 13  to just 18 members. 

 Local Unions 
 The grass roots of labor organizations in the United States are the local craft or industrial 
unions totaling over 60,000 members. Local unions have a direct influence over member-
ship. Through the local, members exercise their complaints and pay the dues that support 
the national union. 
  The activities of locals are conducted by officials elected by the members. The elected 
officials include a president, vice president, secretary-treasurer, business representative, 
and committee chairperson. Elected officials of local unions often have full-time jobs 
in addition to their regular union duties. In many local unions, the  business representative  
is the dominant person. The major responsibilities of the business representative are to 
negotiate and administer the labor agreement and to settle problems that may arise in 
connection with the contract. The business representative also collects dues, recruits new 
members, coordinates social activities, and arranges union meetings. 
  The  union steward  represents the interests of the local union members in their rela-
tions with managers on the job. In the automobile industry, the steward devotes full time 
to solving disputes that arise in connection with the union–management labor contract. 
Stewards are the union’s direct link to management. They are the front-line representatives 
who must work for the workers they represent and strive to keep the lines of communication, 
trust, and respect open between union members and management. 

 The Union Organizing Campaign 

 Employees generally join unions to satisfy needs that are important to them. 14  Although 
needs and their importance differ among individuals, some of the more prevalent needs 
include the following: 

 • Job security. 

 • Socialization and group membership. 

 • Safe and healthy working conditions. 

 • Communication link to management. 

 • Fair compensation. 

  Consistent with these needs, the conditions in the workplace that are most likely to trig-
ger union organizing are lack of job security, low wages, the use of subcontracting, hostile 
supervisory practices, and inadequate health care or other benefits. The AFL-CIO describes 
union organizing as “the labor movement’s lifeblood and the most critical element in the 
pursuit of our historic goal of helping working people secure justice, dignity, and a voice in 
the workplace and throughout society.” 15  This section will outline the organizing process 
and discuss the roles of employees, the union, management, and the NLRB in that process. 
Exhibit 15–3 portrays a model summarizing the organizing process in sectors in which the 
NLRB has jurisdiction. 
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 Authorization Card Campaign and Union Certification 
 An  authorization card  is a document indicating that an employee wants to be repre-
sented by a union in collective bargaining. 16  When signed by an employee, the card autho-
rizes the union to represent that employee during negotiations. At least 30 percent of the 
employees must sign before the NLRB can be petitioned to hold a representation election. 
However, if over 50 percent of the employees sign up, the union can ask the company di-
rectly that it be named representative without a certification election. 
  There are three other ways that a union can be certified. If the union can demonstrate that 
it represents a majority of the firm’s employees, management can recognize the union as the 
exclusive bargaining representative voluntarily. Most unions achieve recognition through 
petitioning the National Labor Relations Board for a  certification election  after the au-
thorization cards demonstrate employees’ interest. 17  The NLRB will conduct a secret-ballot 
election which is usually held within 45 days of the initial request. If the union receives a 
simple majority (50 percent plus one vote), the NLRB certifies the union as the exclusive 
bargaining representative, and collective bargaining begins. If the union fails to receive a 
majority of the votes cast, it cannot represent the employees and a new representation 
 election cannot be held for that  bargaining unit  for one year. The third way that a union 
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A part of any HR or operating manager’s career should 
include staying informed about recent National Labor 
Relations Board (NLRB) proposals that could change 
how unions organize. Since the inception of the Na-
tional Labor Relations Act (NLRA) in 1935, the NLRB has 
amended the rules surrounding union organizing at 
least 36 times. Why the push to reform union organiz-
ing? Union membership in the United States has de-
clined from 20.1 percent in 1983 to 11.9 percent in 
2010. Labor leaders and other pro-union advocates 
have argued that changes have to be made to the rules 
that govern union organizing to make it easier to form 
unions. One such sweeping labor reform proposal, the 
Employee Free Choice Act (EFCA), was introduced to 
Congress on four separate occasions. All four attempts 
(the last one being in 2010) ended without making any 
significant changes to labor law; however, pro-union 
voices have not given up on their quest to make it easier 
to organize and form unions.
 Union leaders and other pro-union advocates have 
called on President Obama’s administration and the 
NLRB to use its rule-making power to implement many 
of the policies that were included in the defeated EFCA. 
On June 21, 2011, the NLRB “proposed reforms of the 
procedures it follows prior and subsequent to conduct-
ing a secret ballot election to determine if employees 
wish to be represented for purposes of collective bar-
gaining.” Supporters of the proposed amendments sug-
gest that the changes will achieve the following:

1. Reduce unnecessary litigation.

2. Streamline pre- and post-election procedures.

3. Facilitate the use of electronic communications and 
document filing.

A major outcome of the proposed changes by the NLRB 
would be to reduce the time between the formal call for 
a vote by workers on whether to join a union and the 
election itself. Opponents of the amendments argue 
that this compressed timeframe would give them less 
time to fight to keep the union out. As for 2011, the 
NLRB estimates that the average time between the call 
to vote and the election itself is 38 days. If the amend-
ments are implemented, then this average may be closer 
to 19 to 23 days. If management has less time to make a 
case as to why workers should be represented by a 
union, then presumably, more elections will be in favor 
of unionization.
 What’s next for the proposed amendments? The 
NLRB chairperson, Wilma Liebman, recognizing the con-
troversial nature of the proposals, has scheduled two 
public meetings in the summer of 2011 for discussion 
and public comment. If the NLRB moves forward and 
makes official the proposed changes in representation 
case rules of the NLRA, then this will certainly pave the 
way for a friendlier union environment and possibly a 
reversal of the decline of unions in the United States.

Sources: National Labor Relations Board, http://www.nlrb.gov/
print/525 (accessed on July 30, 2011); Melanie Trottman and 
Kris Maher (June 22, 2011), “Plan to Ease Way for Unions: Labor 
Board Proposes Speeding Up Organizing Votes,” The Wall Street 
Journal Online (accessed on July 30, 2011); Edward Arnold and 
Trevor Bain (Spring 2011), “A World without the Employee 
Free Choice Act: Certification Elections in the Hospital Industry,” 
Labor Law Journal, Vol. 62, Iss. 1, pp. 47–53.

Your Career Matters  Proposed Changes to NLRA Rules Could Streamline 
Union Organizing

can be recognized is for the NLRB to direct the employer to recognize the union without an 
election. 18  This occurs when the employer engages in serious unfair labor practices during 
the union organizing campaign such as firing pro-union employees. 
  HR and operating managers in nearly all industries need to be aware of proposed 
changes that could have a major impact on union organizing in the United States. The Your 
Career Matters discusses one such proposal. 

 Union Security 

 Once a union is elected as the organization’s legitimate bargaining agent, a primary con-
cern becomes union security or preservation of membership. Unions want to increase their 
security by requiring all employees to join the union, particularly if it was voted in by a 
slim margin. In such cases, some employees obviously don’t want to join the union. Differ-
ent types of union “shops” have developed as a result. 19  
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 Levels of Union Security 
 An  open shop  is one in which there is neither a union present nor an effort by management 
to keep the union out. The employees have total freedom to decide whether or not they want 
a union. This type of shop is a prime target for union organizing efforts. 
  When management tries to keep a union out without violating any labor laws, a 
  restricted shop  exists. A restricted shop is an attitude rather than a formal arrangement. 
Management may try to provide wages and fringe benefits that make the union and what it 
can offer unattractive. This is a legal effort to make the union’s organizing ineffective. 20  It is 
illegal to create a restricted shop by dismissing employees who want to unionize, by trying 
to influence employees who are thinking about starting a union, or by promising rewards if 
the union is voted down. 
  In an  agency shop  ,  all nonmanagerial employees must pay union dues whether or not 
they are members of the union. That means that no employee is a “free rider,” someone 
who does not belong to a union or pay dues but enjoys union benefits. Everyone pays for 
the services of an organized union even though some employees are not members. Unions 
in the public sector are increasingly seeking agency shop agreements. 
  In a  preferential shop  ,  the union is recognized, and union members are given prefer-
ence in some areas. For example, union members may be given preference over nonunion 
members in staffing decisions. If there is an excessive amount of preferential treatment, a 
closed shop may exist, which is prohibited by the Taft-Hartley Act. 
  A  closed shop  requires that a new employee be a union member when hired. The 
union itself provides labor to the organization. Although this type of acting shop is illegal, 
modified closed shops are found in the construction, printing, and maritime industries. For 
example, an ironworkers’ union hall sends out union members to construction sites on 
 request. A nonunion member has little chance to be sent from the union hall to a job 
 because the union’s business agent makes the assignments. Union members elect the 
 business agent, while the nonunion members have no vote. 
  A  union shop  requires the employee to join a union after being hired. An employer 
may hire any person, but within a certain period of time that employee must become a 
union member or lose the job. Under the Taft-Hartley Act, this period cannot be shorter 
than 30 days. However, under the Landrum-Griffin Act, this period can be shortened to 
seven days in the construction industry only. The U.S. Supreme Court has ruled that an 
employee can satisfy the membership requirement by simply paying union initiation fees 
and dues 21  so long as such payments do not support activities unrelated to collective bar-
gaining, grievance resolution, or contract administration. 22  The issue of compulsory union 
membership was further addressed by a recent Supreme Court decision. In  Marquez v. 
Screen Actors Guild (SAG)  (1998), the Court ruled that a collective bargaining agreement’s 
compulsory unionism clause need not explain alternatives to formal union membership. 
However, the union must inform employees that the membership requirement may be met 
by paying union fees and dues. 23  

 Right-to-Work Requirements 
 One of the most important elements of the Taft-Hartley Act is section 14B, involving right-
to-work requirements. This section provides that should any state wish to pass legislation 
more restrictive of union security than the union shop, the state is free to do so. This means 
that states may prohibit labor contracts that make union membership a condition of retain-
ing employment. Exhibit 15–4 indicates the 22 states that have enacted  right-to-work 
laws  to date. These 22 states ban any form of compulsory union membership. 
  In right-to-work states, employees are permitted to resign from union membership at 
any time. Employees who choose to resign may be prohibited from participating in internal 
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union activities such as union elections and meetings. However, resignation does not affect 
employee benefits provided by the employer under a collective bargaining agreement. 24  

 Public Employee Associations 

 Background 
 An increasingly important factor in American labor relations is the growth of employees’ 
 associations in the public sector. 25  Public employees first organized during the early 1800s in 
federal shipyards. In 1836, a strike at a naval shipyard in Washington, DC, involved a direct 
confrontation with President Andrew Jackson. Jackson personally granted the strikers a 
 10-hour workday, beginning the history of direct presidential involvement with federal 
 employee associations. The postal workers organized the first nationally prominent employee 
association beginning in 1863. By 1890, the National Association of Letter Carriers was 
 created, with rural letter carriers joining their urban colleagues. Other groups of federal 
 employees began to organize nationally by 1896. In 1912, customs inspectors were success-
ful in their efforts to organize, and the National Federation of Government Employees was 
formed as an umbrella organization covering all federal civilian employees except postal 
workers and a few others affiliated with the AFL. Finally, two larger, general- purpose federal 
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Source: National Right to Work Legal Defense Foundation Inc., Right to Work States, (2011), http://www.nrtw.org/rtws.htm.
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organizations were formed: the American Federation of Government Employees (AFGE) in 
1932 and the National Association of Government Employees (NAGE) in 1934. 
  State and local government associations were not very evident until the 1960s although 
these unions also began to form in the 1800s. For example, local employees like teachers, 
firefighters, and police officers tended to form associations along craft lines affiliating with 
the AFL as follows: the National Teachers Association (NTA) in 1857, the International 
Association of Fire Fighters (IAFF) in 1916, and the Fraternal Order of the Police in 1897. 
The National Education Association, created in 1870 when the NTA and two other teachers’ 
associations merged, is the oldest nationally affiliated state or local union. The American 
Federation of State, County, and Municipal Employees (AFSCME) started originally as 
the Wisconsin State Employees’ Association in 1932. 
  Today, AFSCME is the largest state and local union and the second largest member of 
the AFL-CIO with over 1.6 million active and retired members. 26  According to the Bureau 
of Labor Statistics, union membership among public employees has steadily increased 
since 1983 with 36.2 percent of all public employees belonging to unions in 2010. 27  

 Public Sector Labor Legislation 
 Collective bargaining in the public sector is relatively new in the United States and has not 
been fully developed. There is more clarity for federal employees than others. In 1962, 
President John Kennedy issued Executive Order 10988, which began the process of creat-
ing a federal collective bargaining system which would parallel private sector bargaining. 
However, it included a strong management rights clause and banned strikes and the union 
shop. In 1969, President Nixon issued Executive Order 11491 which updated 10988. This 
new order gave the Secretary of Labor the authority to determine bargaining units, super-
vise union recognition, and examine unfair labor practices. Additionally, it established the 
Federal Labor Relations Council (FLRC). In 1975, President Ford issued Executive Order 
11823 which requires federal agencies to bargain with their employees on all issues unless 
the agency can show a compelling need not to negotiate and provides for an FLRC-
appointed final arbitrator. The Civil Service Reform Act was passed in 1978, abolishing 
the Civil Service Commission. The act placed federal employees’ labor rights under the 
Federal Labor Relations Authority (FLRA), 28  a three-member bipartisan group that adminis-
ters the labor relations program. It also created the Office of Labor–Management Relations 
to provide technical advice to agencies on labor policies, leadership, and contract 
administration. 

 Collective Bargaining 

  Collective bargaining  is a process by which the representatives of the organization meet 
and attempt to work out a contract with the employees’ representative—the union.  Collec-
tive  means that together representatives attempt to negotiate an agreement.  Bargaining  is 
the process of cajoling, debating, discussing, and threatening in order to bring about a 
favorable agreement for those represented. 
  The collective bargaining process and the final agreement reached are influenced by many 
variables. Exhibit 15–5 graphically identifies some of the variables influencing the union and 
management representatives. For example, the state of the economy affects collective bar-
gaining. In a tight economy a union’s push for higher wages is less likely to succeed because 
it would be inflationary. The firm’s representative must also consider whether the company 
can pay an increased wage, given current and expected economic conditions. 
  There are three basic types of collective bargaining: distributive bargaining, integrative 
bargaining, and concession bargaining. 29   Distributive bargaining  occurs when labor 
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and management are in conflict on an issue and when the outcome is a win–lose situation. 
For example, if the union wins an increase of 40 cents per hour, management has lost some 
of its profit.  Integrative bargaining  occurs when the two sides face a common problem, 
for example, high absenteeism among employees. Both parties can attack the problem and 
seek a solution that provides for a win–win outcome. Integrative bargaining can result 
in accommodation of both sides’ needs without cost or through a simultaneous gain. 
 Concession bargaining  exists when something of importance is given back to management. 
Concessions can consist of wage cuts, wage freezes of previously negotiated increases, 
benefits, reductions, changes in work rules that result in increased flexibility for manage-
ment, and other similar actions. 
  The actual process of negotiating a collective bargaining agreement involves a number 
of steps: (1) prenegotiation; (2) selecting negotiators; (3) developing a bargaining strategy; 
(4) using the best tactics; (5) reaching a formal contractual agreement; and (6) ratifying the 
contract. 

 Prenegotiation 
 In collective bargaining, both sides attempt to receive concessions that will help them 
achieve their objectives. As soon as a contract is signed by union and management, both 
parties begin preparing for the next collective bargaining sessions. Even with no union, 
that is useful. Thus, the importance of careful prenegotiation preparation cannot be 
overemphasized. 
  Data of all types are maintained by both unions and management. Exhibit 15–6 presents 
examples of data that are useful to both management and unions. In addition to the internal 
and external data, it is also important to check the background of the union negotiators. 
This will allow management to interpret the style and personalities of these negotiators. 

 Selecting the Negotiators 
 Members of the bargaining team on both sides are called  negotiators  and usually repre-
sent areas of particular interest in the contract or have expertise in specific negotiated 
areas. Each side is led by a person designated the chief negotiator. On the management 
side, the chief negotiator is usually the top HRM or labor relations executive of the organi-
zation. Management will also include at least one line manager, usually the plant manager. 
This person can answer questions related to the day-to-day administration of the contract 
and to negotiating issues. The team of negotiators typically consists of an HR expert, a 
lawyer, a manager or vice president with knowledge of the entire business organization, 
and various experts (for example, an employee benefits manager). 
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  The union also uses the team approach. The union team generally consists of business 
agents, shop stewards, the local union president (chief negotiator), and—when the negotia-
tion is very important—representatives from the national union headquarters. The union 
team is often elected by the union members, and the chief negotiator may have little input 
into the selection process. 30  One or more rank-and-file members will be on the team. They 
come from various operating departments to be sure that concerns of different departments 
are equally represented. 
  The negotiating teams (union and management) meet independently before the actual 
bargaining sessions and plan the best strategy to use. This preparation identifies the chief 
spokesperson and the roles of each member of the team. Specific roles that are performed 
include: 

 •  Leader  (chief negotiator), usually the senior team member. 

 •  Summarizer,  the person who summarizes the negotiations to date. 

 •  Recorder,  the person who both keeps notes on various agreements and observes the 
opposition team. 31  

 Developing a Bargaining Strategy 
 Because the labor agreement must be used for a long time, it is important to develop a win-
ning strategy and tactics. The  strategy  is the plan and policies that will be pursued at the 
bargaining table.  Tactics  are the specific actions taken in the bargaining sessions. It is 
important to spell out the strategy and tactics because bargaining is a give-and-take process 
with characteristics of a poker game, a political campaign, or a heated debate. 32  
  An important issue in mapping out a strategy involves the maximum concessions that 
will be granted. By shifting a position during bargaining, the other side may build up 
expectations that are difficult to change. By granting too much, one side may be viewed as 
weak. How far management or the union will go before it risks a work stoppage or  lockout  
is considered before the sessions begin and is part of the strategic plan. 

EXHIBIT 15–6
Bargaining Data for 
Negotiators

Internal to the Firm External to the Firm

Number of workers in each job
classification

Comparative industry wage rates

Compensation per worker Comparative occupational wage rates
Minimum and maximum pay in each job 
classification

Comparative fringe benefits

Overtime pay per hour and number of annual 
overtime hours worked by job classification

Consumer price index

Number of employees, by categories, who work 
on each shift

Patterns of relevant bargaining settlements

Cost of shift differential premiums
History of recent negotiations
Cost of fringe benefits
Cost-of-living increases
Vacation costs by years of service of employees
Demographic data on the bargaining unit—
members by sex, age, and seniority
Cost and duration of lunch breaks and rest periods
Outline of incentive, progression, evaluation, 
training, safety, and promotion plans
Grievance and arbitration awards
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  Another part of management’s strategic plan is to develop the total cost profile of the 
maximum concession package—what these concessions will cost the company today and 
in the future. Will HRM policies or production procedures have to be changed if these 
concessions are granted? This form of planning helps management determine how willing 
it is to take a strike. Planning for a strike is certainly difficult, but the issue should be 
 included in strategy planning. 
  Most negotiations are conducted today in the same manner as they have been done since 
collective bargaining became legal. The two sides sit face to face across a table and orally 
try to reach an agreement. However, the rooms in which these agreements are hammered 
out now have an added element: a computer terminal. In fact, many bargaining rooms have 
become electronic meeting rooms. 33  A room filled with computers can help the negotiators 
in many ways: by reducing ambiguity, reducing misunderstandings and mistrust, tracking 
progress, saving time between sessions, and preparing the final agreement. Bargaining 
tools available on personal computers include a contract log, an electronic bargaining book 
(EBB), an article checklist, and a proposal editor. 

 Using the Best Tactics 
 Tactics are calculated actions used by both parties. Occasionally, tactics are used to mis-
lead the other party. But they are also used to secure an agreement that is favorable to either 
management or the union. A number of popular tactics have been used by both unions and 
management to secure a favorable agreement, including: 34  

 1.  Conflict-based.  Each party is uncompromising, takes a hard line, and resists any over-
tures for compromise or agreement. Typically, what happens is that one party mirrors 
the other party’s actions. 

 2.  Armed truce.  Each party views the other as an adversary. Although they are adversaries, 
it is recognized that an agreement must be worked out under the guidelines specified by 
the law. In fact, the law is followed to the letter to reach agreement. 

 3.  Power bargaining.  Each party accepts the other party with the knowledge that a balance 
of power exists. It would be nonproductive to pursue a strategy of trying to eliminate the 
other party in the relationship. 

 4.  Accommodation.  Both parties adjust to each other. Positive compromises, flexibility, 
and tolerance are used, rather than emotion and raw power. It is claimed that most 
managers and union leaders have engaged in accommodation for the bulk of union–
management bargaining issues. 

 5.  Cooperation.  Each side accepts the other as a full partner. This means that management 
and the union work together not only on everyday matters but in such difficult areas as 
technological change, improvements in quality of work life, and business decision 
making. 

  If either party in a negotiation does not bargain in good faith, unfair labor practices can 
be charged. The costs, publicity, and hostility associated with not bargaining in good faith 
are usually too significant to disregard. Lack of good faith may be demonstrated by the 
following: 

 • Being willing to make counterproposals. 

 • Constantly changing positions. 

 • Using delaying tactics. 

 • Withdrawing concessions after they have been made. 

 • Refusing to provide necessary data for negotiations. 
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 Reaching a Formal Contractual Agreement 
 The union–management contract designates the formal terms of agreement. The average 
contract is designed to last for two or three years. Contracts range in size from a few word-
processed pages to more than 100 pages, depending on the issues covered, the size of the 
organization, and the union. The typical labor contract is divided into sections and appen-
dixes. The standard sections that are covered in many labor agreements are shown in 
Exhibit 15–7. The exhibit shows that a major part of the contract is concerned with such 
employment issues as wages, hours, fringe benefits, and overtime. 
  In general, the contract spells out the authority and responsibilities of both union and 
management. Management rights appear in one of two forms. The first involves a state-
ment that the control and operation of the business are the right of management except in 
cases specified in the contract. The second is a list of all management activities that are not 
subject to sharing with the union. Included are such topics as planning and scheduling 
production, purchasing equipment, and making final hiring decisions. 
  The union’s rights spelled out in the contract involve such issues as the role the union 
will play in laying off members or in such areas as promotion and transfer. The union 
stresses seniority as a means of reducing the tendency for discrimination and favoritism in 
HRM decision making. 

 Contract Ratification 
 After resolving their differences and agreeing on contract language with management, the 
union negotiators must submit the tentative agreement to the members for  ratification.  
Ratification usually requires a simple majority vote. This vote is not actually a legal require-
ment for reaching agreement, but it has become a practice for union leadership to affirm 
their compact with the membership. Although not all members may be totally satisfied 
with the final agreement, a vote for ratification means that they can at least live with it. 
About 10 percent of tentative agreements are rejected. 

 Failure to Reach Agreement 

 When labor and management are unable to reach settlement on a mandatory bargaining 
issue (wages, hours, or other terms and conditions of employment), or when the member-
ship refuses to ratify a tentative agreement, a bargaining impasse has occurred. Impasses 
can occur for a number of reasons: 

 • The settlement ranges of the negotiating parties do not overlap. 

 • One or both sides may have failed to communicate enough information to reach 
settlement. 

 • The union membership may feel that its leadership did not bargain in good faith. 

EXHIBIT 15–7
Content of a Labor 
Agreement

Source: Adapted from USX 
Corporation and the United 
Steelworkers Union, “Labor 
Agreement.”

Purpose and intent of the parties Vacations
Scope of the agreement Seniority
Management Safety and health
Responsibilities of the parties Military service
Union membership and checkoff Severance allowance
Adjustment of grievance Savings and vacation plan
Arbitration Supplemental unemployment benefits program
Suspension and discharge cases S.U.B. and insurance grievances
Rates of pay Prior agreements
Hours of work Termination date
Overtime and holidays
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  Possible outcomes of a labor impasse include work stoppages by either the union 
(strike) or management (lockout) and seeking the help of a neutral third party to reach 
agreement. Another possible outcome is permanent replacements. 

 Strikes 
 A strike is an effort by employees to withhold work so that the employer will make greater 
concessions at the bargaining table. The strike, or a potential strike, is a major bargaining 
weapon used by the union. But before a union strikes, it needs to consider the legality of strik-
ing, the members’ willingness to endure the hardships of a long strike, and the employer’s 
ability to operate the organization without union members. The greater the employer’s ability 
to operate the organization, the less chance the union will have of gaining its demands. There 
are a number of different types of strikes, including the following: 

 •  Economic strike —based on a demand for higher wages or better fringe benefits than 
the employer wants to provide. 

 •  Jurisdictional strike —exists when two unions argue over who has the right to per-
form a job. For example, bricklayers and ironworkers may both want to install steel rods 
in doorways, since the rods are made a part of the brickwork and are needed to hold up 
heavy steel doors. If either group strikes to force the employer to grant the work to its 
members, that is a jurisdictional strike. This type of strike is illegal under the Taft-
Hartley Act. 

 •  Wildcat strike —unapproved strike that occurs suddenly because one union subgroup 
has not been satisfied by a grievance decision or by some managerial action. The union 
leaders do not sanction this type of strike. 

 •  Sitdown strike —employees strike but remain in the plant. Such strikes are illegal in 
the United States because they are an invasion of private property. 

  Less than 10 percent of contract negotiations end in a strike. According to the Bureau of 
Labor Statistics, the number of union walkouts involving at least 1,000 employees dropped 
from a high of 424 in 1974 to only 11 in 2010 resulting in 45,000 idled workers with 
302,000 workdays of idleness. 35  If and when a union mounts a strike, it usually resorts to 
 picketing  ,  placing members at plant entrances to advertise the dispute and discourage 
people from entering or leaving the company’s premises. This practice is designed to shut 
the company down during the strike. Peaceful persuasion through the formation of a picket 
line is legal, but violence is not. Picketing may also take place, without a strike, to publi-
cize a union’s viewpoints about an employer. 
  Another type of union pressure is the  boycott  ,  refusing to buy a company’s products or 
services. In a primary boycott, union members do not patronize the boycotted firm. This 
type of boycott is legal. A secondary boycott occurs when a supplier of a boycotted firm is 
threatened with a union strike unless it stops business with the boycotted company. This 
type of boycott is generally illegal under the Taft-Hartley Act. A special type of boycott is 
the  hot cargo agreement.  Under this agreement, the employer permits union members to 
avoid working with materials that come from employers who have been struck by a union. 
This type of boycott is illegal according to the Labor–Management Disclosure Act, except 
in the construction and clothing industries. 

 Lockouts 
 Management’s response to union pressures may be to continue operation with a skeleton 
crew of managerial personnel, to shut down the plant, or to lock the employees out. The 
 lockout  is an effort to force the union to stop harassing the employer or to accept the con-
ditions set by management. Lockouts are also used to prevent union work slowdowns, 
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damage to property, or violence related to a labor dispute. Many states allow locked-out 
employees to draw unemployment benefits, thereby weakening the lockout. In practice, the 
lockout is more of a threat than a weapon actually used by management. 
  An example of a lockout was what occurred on the West Coast between the Interna-
tional Longshore and Warehouse Union (ILWU) and the Pacific Maritime Association. The 
lockout of over 10,000 dock workers at all 29 West Coast ports had a ripple effect through-
out the United States and around the world. Railroads, trucking companies, and airlines 
were each affected, as well as the U.S. economy, which some claim lost over $1 billion a 
day because of the lockout. 36  
  In 2011, after NFL owners and players could not agree on the terms of a new collective 
bargaining agreement, the players experienced a lockout that lasted for four months. The 
negotiations involved how to divide the $9 billion in annual revenue and whether to expand 
the regular season to 18 games. The dispute was resolved and the Fall 2011 football season 
proceeded as planned. 37  An Indonesian-owned company, Trailmobile of Charleston, Illinois, 
offered a three-year wage freeze on the heels of a four-year wage freeze, the 1,200 union 
members elected to keep working during continued negotiations, but the company locked 
them out. 38  Imposition of a lockout can work against the company’s interests, though, since 
workers who are locked out—unlike those who strike—cannot be permanently replaced, 
and hiring  permanent replacements  is one of management’s most potent antilabor 
tools today. 

 Permanent Replacements 
 It has long been a tactic used by companies facing loss of production during a protracted 
strike to replace missing workers. When a settlement was reached, however, replacements 
were terminated as union members returned to their jobs. Although the National Labor 
Relations Act protects the right of workers to organize, engage in collective bargaining, 
and strike, it does not forbid companies to hire replacement workers, nor is there a prohibi-
tion against making these replacements permanent. In fact, as mentioned earlier, since the 
bitter copper mining strike it has become more likely that strikers will be replaced perma-
nently. The attempts described above by Staley and Trailmobile to force a strike were actu-
ally ploys; their ultimate aim was to hire permanent replacements. These attempts failed 
because locked-out workers cannot be permanently replaced. 

 Third-Party Intervention 
 In the case of an impasse, three major types of third-party interventions are possible: me-
diation, fact-finding, and interest arbitration. Both parties have to agree to use any of these 
solutions. Each one is progressively more constraining on the freedom of the parties. 

 Mediation and Fact-Finding 
  Mediation  is the process in which a neutral third party helps labor and management 
reach agreements. It is an inexpensive alternative to strikes when an impasse is reached 
during negotiations. The Federal Mediation and Conciliation Service (FMCS) 39  was 
 created as an independent agency by the Taft-Hartley Act in 1947 and employs approxi-
mately 300 mediators who mediate about 15,000 labor disagreements per year without 
charge to participants. In the rail and air transport industries, mediation services are 
provided by the National Mediation Board, 40  an independent agency created by the 
Railway Labor Act. 
  Mediation is actually a continuum of possible techniques (short of imposing a resolu-
tion) that can be used to persuade the parties to resume negotiations.  Conciliation  ,  the 
first step in this continuum, attempts to persuade disputing parties to meet and discuss their 
problems. Its purpose is to get the parties meeting and talking again. 41  When the duty to 
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bargain in good faith was imposed on both labor and management in 1947, the role of 
 conciliation in the mediation process was largely annulled. 
  A  mediator  is a reviewer of facts, a creative facilitator, and a professional listener. 42  He 
or she relies on the power of persuasion to get both parties to settle a dispute. A successful 
mediator possesses the following characteristics: impartiality, sincerity, communication 
skills, persistence, self-control, expertise, creativity, and general acceptability as a neutral 
party. 43  These attributes are essential in order to have management and labor reconcile their 
differences. Mediators make suggestions that may be accepted or rejected by both parties or 
either party. 44  
  In  fact-finding  ,  a neutral third party studies the issues in a dispute and recommends a 
reasonable settlement. Both mediation and fact-finding assist the union and management in 
reaching their own agreement. 

 Interest Arbitration 
  Interest arbitration  is the final technique for resolving an impasse. In arbitration, a neu-
tral third party imposes a settlement on the disputing parties. As defined by the Supreme 
Court,  interest arbitration  occurs when no agreement exists or a change is sought and 
when the parties have an interest in the outcome because the contract will specify future 
rights. Interest arbitration is often used to solve impasses in the public sector. 45  

 Administering the Contract 

 Day-to-day compliance with the provisions of the contract is an important responsibility of 
the supervisor or first-line manager. This individual is the management representative who 
works most closely with union members. As the representative of management, the super-
visor must discipline workers, handle grievances, and prepare for such actions as strikes. 

 Discipline 
 Most contracts agree that management in a unionized firm has a right to discipline work-
ers, provided that all discipline follows legal due process. 46  If an employee challenges a 
disciplinary action, the burden of proof rests with the company. It is important that when an 
employee breaks rules or performs below standard, the supervisor acts immediately by 
calling a meeting with the employee. A formal discipline interview should be scheduled. 
Discipline should not be used if the supervisor has failed to make workplace rules clear or 
to warn the employee in advance. 
  Many union–management contracts specify the types of discipline and the offenses for 
which corrective action will be taken. Some of the infractions that are typically spelled 
out are 

 • Incompetence—failure to perform the assigned job. 

 • Misconduct—insubordination, dishonesty, or violating a rule, such as smoking in a 
 restricted area. 

 • Violations of the contract—initiating a strike when there is a no-strike clause, for 
example. 

 Grievances 
 A  grievance  is a complaint, whether valid or not, about an organizational policy, proce-
dure, or managerial practice that creates dissatisfaction or discomforts. The complaint may 
be made by an individual or by the union. Grievance procedures are usually followed in 
unionized companies, but they are also important channels of communication in nonunionized 
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organizations. In a unionized organization, the contract contains a clause covering the 
steps to be followed and how the grievance will be handled. The number of steps varies 
from contract to contract. But a labor union is not essential for establishing a procedure. 
Exhibit 15–8 illustrates a four-step grievance procedure used in a unionized company: 

 1. The employee meets with the supervisor and the union steward and presents the griev-
ance. Most grievances are settled at this point. 

 2. If the grievance is not settled at step 1, there is a conference between middle manage-
ment and union officials (a business agent or union committee). 

 3. At this point, a representative of top management and top union officials (for example, 
the union president) attempt to settle the grievance. 

 4. Both parties (union and management) turn the grievance over to an arbitrator, who 
makes a decision. Arbitration is usually handled by a mutually agreed upon single indi-
vidual or a panel with an odd number of members. 47  

  Although most grievances are handled at step 1, there are a number of important prin-
ciples for managers to follow. They should (1) take every grievance seriously; (2) work 
with the union representative; (3) gather all information available on the grievance; (4) af-
ter weighing all the facts, provide an answer to the employee voicing the grievance; and 
(5) after the grievance is settled, attempt to move on to other matters. 
  In a unionized setting, an important determinant of the outcome of any grievance is the 
climate of labor relations. 48  Grievances are more likely to be settled favorably when the 
climate is positive. When the climate is cooperative and harmonious, the chance that griev-
ances will be granted or partially granted at lower levels in the process is increased tremen-
dously. However, when the relationship is distant or hostile, more grievances are denied or 
withdrawn. 

EXHIBIT 15–8 
A Grievance 
Procedure: A 
Unionized Situation

Middle management

Top management

Supervisor

Arbitrator

Union committee
or

business agent

Top union leadership

Shop steward

Aggrieved
employee

Step 4

Step 3

Step 2

Step 1

Participants
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HR Challenge (continued from page 469)

Tom and Samantha had lunch and continued their discussion of the constraints the union 
placed on HMC. Both concluded that the next step was to get prepared for the contract 
negotiation coming up in 2012. They would try to build on the history of good relations 
between management and Local 201 to make progress at the bargaining table that would 
both keep the union and its members happy and allow HMC to continue to survive in the 
turbulent new century.

 Arbitration 
 The grievance procedure does not always result in an acceptable solution. When a dead-
lock occurs, most contracts (about 96 percent) call for arbitration.  Arbitration  is a quasi-
judicial process in which the parties agree to submit an irresolvable dispute to a neutral 
third party for binding settlement. Both parties submit their positions, and the arbitrator 
makes a decision. 
  The arbitration clause of a collective bargaining agreement typically specifies how a 
dispute goes to arbitration. Recently, the U.S. Supreme Court addressed the issue of 
whether a general arbitration clause prohibits employees from filing a discrimination law-
suit prior to arbitration. In  Wright v. Universal Maritime Serv. Corp.,  49  the Court ruled that 
employees may file discrimination suits unless prior arbitration is specifically required in 
the arbitration clause. Upon reaching arbitration, a dispute would normally have gone 
through the first three steps in the grievance procedure. At the last step, for instance, if 
management denies the grievance or fails to modify its position sufficiently to satisfy the 
union, the union can request arbitration. 
  Procedures for selection of an arbitrator are usually written into the contract. The most 
typical arrangement is to use a single impartial arbitrator who hears the evidence and ren-
ders an award, or to have a tripartite board consisting of a management representative, a 
union representative, and an impartial chairperson. 
  Arbitrators generally come from three major sources. The first group consists of attor-
neys who are full-time arbitrators. The second group is made up of academics who are 
experts in labor law, human resources management, and labor economics. The third group 
includes respected members of the community, such as teachers and the clergy. 
  The  award  is the decision reached by the arbitrator. It conveys the decision, a summary 
of the evidence, and the rationale for the decision. In preparing the award, the arbitrator 
must examine three issues: 

 1. Can the dispute be arbitrated? 

 2. Did the grievance allege an actual violation of the contract? 

 3. Were the grievance procedures followed in a timely manner? 

  The arbitrator works hard to ensure that the award draws from the framework and intent 
of the contract. Most contracts prohibit arbitrators from adding to or subtracting from the 
intent of the contract. The arbitrator must clearly show how the award fits the meaning of 
the contract. 
  The fees charged by arbitrators are a major expense. The normal daily fee is between 
$400 and $500, plus travel and study time. Both sides usually engage an attorney, and this 
too is quite expensive. Also, employees involved in the complaint from both the labor and 
the management side must be paid their regular wages during the arbitration process. 
Costs are divided equally between management and the union and may cause problems 
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for some unions. A financially unstable union is sometimes reluctant to become involved 
in arbitration at all. This reluctance can undermine union members’ respect for and image 
of the union. 

 The Changing Climate of Unionization in the United States 

 Union membership increased significantly from 1933 to 1947. In 1933, there were only 
3 million union members, accounting for approximately 7 percent of the total labor force; 
by 1947, there were 15 million union members. Labor unionism in the United States 
reached its peak membership of 40 percent of the civilian labor force in 1955 when most 
union members were in the manufacturing segment of the private sector. Since the 1960s, 
union membership has steadily decreased. 
  A famous management theorist, Peter Drucker, predicted years ago that by the year 
2010 industrial workers will make up only 5 to 10 percent of the workforce in developed 
noncommunist countries. 50  Drucker’s prediction was not far off the mark. That means that 
the early base of unionism will be almost completely eroded. According to the Bureau of 
Labor Statistics’ Current Population Survey, union membership in the United States has 
steadily declined from 20.1 percent of all nonagricultural employees in 1983 to 11.9 percent 
of the workforce in 2010. 51  New York had the highest membership with 24.2 percent and 
North Carolina had the lowest with only 3.2 percent of employees in unions. 52  
  At least five factors are important in the erosion of unions’ power: 

 1. Increased competition in a global market. 53  

 2. Shift in the workforce from manufacturing to an economy based on service, knowledge, 
and information. 54  

 3. New waves of immigration, both legal and illegal, from Mexico, Central America, 
South America, and Asia. 55  

 4. Slowing or decreasing demand by nonunionized employees for union representation. 

 5. Growing size of the contingent labor force. 56  

 Union Membership Trends 
 In the 21st century, union organizers are devising new organizing tactics 57  and are becom-
ing more effective in organizing different types of workers. 58  For example, the Teamsters 
have aggressively recruited new members and have thus stopped their drastic decline in 
membership. In fact, they won union certification at some companies—like Overnite 
Transportation—that had been able to fend off unions for decades. 
  According to the AFL-CIO, many unions have begun to reclaim lost ground. 59  Research 
reported by the AFL-CIO indicates that general attitudes toward unions are improving. 
From 1993 to 1999, there has been a decline in negative attitudes toward unions from 
34 to 23 percent. 60  This trend is particularly evident in young adults from  18 to 34 years of 
age. Moreover, a majority of employees surveyed indicated that unionized employees were 
better off than nonunionized employees and that increased union representation would 
be good for the United States. 
  In 2007, union membership was higher for African Americans (18 percent) than either 
whites (13 percent) or Hispanics (12 percent). African American men have the highest rate 
of union membership. And older employees, those between 35 to 64, were more likely to 
be members. It is interesting to note that today over 1.7 million wage and salary workers 
are represented by a union in their workplace although they are not union members them-
selves. In 2010, wages for union members were $917 per week compared with a median of 
$717 for nonunion employees. 61  
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  The scope of the organizing campaign is also changing. 62  Unions are now trying to 
 organize new bargaining units outside their traditional industries. In the past, a union 
 focused on organizing a single industry or specific types of jobs. With the decline of heavy 
industry, this kind of union organizing is no longer productive. Today, it is not unusual for 
unions to recruit new members from industries other than those defined as their primary 
jurisdictions. In 2010, approximately 7.1 million union members worked in private indus-
try, while about 7.6 million were government employees. 63  Protective services such as 
 police officers and firefighters had the highest proportion of union members (41.3 percent). 
Other industries included transportation (24.9 percent), construction (14.7 percent), and 
manufacturing (12.9 percent). Union membership was lowest in finance, insurance, and 
real estate (2 percent). 

 Global Unionization 
 The International Confederation of Free Trade Unions (ICFTU) claims 155 million mem-
bers in 156 countries. The ICFTU has three regional organizations representing Asia and 
the Pacific, Africa, and the Americas. It also is closely linked to the European Trade Union 
Confederation. 
  The United States, with approximately 15 million union members in 2010, had more 
unionized workers than any country except for China, Russia, and the Ukraine. However 
the largest union memberships as a percentage of the workforce are found in Sweden 
(78 percent), Finland (75 percent), and Germany (20 percent). U.S. union membership as a 
percentage of the workforce is about 12.1 percent. 
  China has over 150 million union members. The unions in China are associated with 
local issues and concerns. Walmart has learned firsthand about the power of China’s unions 
as presented in the HR Journal on page 492. 
  In Europe it is common to have union contracts cover even nonunion workers. For exam-
ple, in Germany the 9.5 million union members represent about 20 percent of the employed 
workers. However, union contracts in Germany cover about 26 million workers. This means 
that the influence of unions is much greater than would be suggested by the total union 
 membership in countries such as Germany, France, and Argentina. 
  Unions around the world are strong and becoming more powerful in terms of wages, 
working conditions, and community employer relationships. In comparison to the United 
States, unions in many countries in Latin America, Europe, and Asia are involved heavily 
in national politics and issues. For example, in Great Britain the labor party is a major po-
litical entity consisting of various unions, socialist societies, and constituent labor units. It 
is the principal central-left political party in Great Britain. In addition to the labor party 
there is the conservative party and the liberal democrats. 

 Union Organizing Trends 
 In an effort to stop downward membership trends, unions are investing heavily in the orga-
nizing function. For example, the AFL-CIO is spending one-third of its annual budget on 
organizing, coordinating, and helping member unions restructure. 64  Unions are also utilizing 
innovative strategies to attract employees. They are providing members access to credit cards, 
prepaid legal expenses, term life insurance, and travel clubs. Increasingly, unions are also 
 using e-mail and the Internet to disseminate their messages. The use of this technology as union 
organizing tools, however, raises legal issues yet to be addressed by the NLRB or the courts. 
  According to the NLRB and court decisions, unions are permitted to orally solicit 
 employees during nonwork hours in both work and nonwork areas. However, employers 
may prohibit the dissemination of union literature in work areas. 65  Although the question 
of how to handle union organizing activities conducted via e-mail has not been answered, 
the NLRB has ruled that an employer is prohibited from banning union literature while 
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allowing other nonwork-related information exchanges. 66  Thus legal scholars have made 
the following suggestions for employers wishing to implement e-mail policies: 

 • Prohibit all personal, nonwork communications on the company e-mail system. 

 • Communicate to employees that the e-mail system and e-mail messages are company 
property. 

 • Notify employees that all communication through the company e-mail system may be 
monitored by the company. 

 • Require all employees to read the policy and sign an acknowledgment of receipt and 
agreement to adhere to its rules. 67  

  The future of American unions and whether or not they will remain an important part of 
our economy will depend on the following critical factors: 

 1. Quality of union leadership. 

 2. Willingness to experiment with innovative organizing techniques. 

The All-China Federation of Trade Unions (ACFTU) is 
an umbrella organization for China’s trade unions. It 
was founded in 1934 and now has a membership of 
150 million.
 The primary functions of Chinese trade unions are to

1. Protect the legitimate interests and democratic rights 
of workers.

2. Mobilize workers and staff members to take part in 
the construction and reform of economic and social 
development.

3. Represent and organize the workers and staff 
 members.

4. Educate the workers and staff members to improve 
their ideological and moral qualities and raise their 
scientific and cultural levels.

 The world’s largest retailer, Walmart, has come under 
pressure from the ACFTU to allow Chinese workers to 
join a trade union.
 China’s state-run labor union has threatened legal ac-
tion against foreign businesses over the right to organize 
workers at their Chinese operations. Walmart has been 
required to establish a union branch if employees re-
quest one. Experts said the decision had more to do 
with the state exerting political influence than seeking 
to provide greater rights to employees.
 Independent trade unions are illegal in China, with all 
workers belonging to the Communist Party–controlled 
umbrella body All-China Federation of Trade Unions 
(ACFTU). Workers who go on strike over pay and work-
place abuses are dismissed, while organizers of  labor 
protests face imprisonment.

 The All-China Federation of Trade Unions has been 
pressing the world’s largest retailer to establish 
branches in its stores. Walmart had previously said that 
it would not allow unions to operate, saying that it 
preferred to deal with its 20,000 Chinese employees 
directly.
 “Currently there are no unions in Walmart China 
because associates have not requested that one be 
formed,” the company said in a statement. “Should as-
sociates request formation of a union, Walmart China 
would respect their wishes and honor its obligation un-
der China’s Trade Union Law.”
 Experts such as Li Qiang of the New York–based 
China Labor Watch say the ACFTU has had a poor re-
cord in improving labor rights. “Efforts to set up ACFTU 
unions in foreign enterprises has been going on for 
some time,” Agence France-Presse quoted Mr. Li as 
saying. “It is still unclear if they will work to protect 
worker’s rights or help local governments accommodate 
more foreign companies.”
 China’s national legislature conducted an investiga-
tion into how companies were complying with the 
country’s labor laws. It found that several leading multi-
national firms, including Walmart, were resisting efforts 
to set up union branches. As of 2011, Walmart has 
opened 330 stores in more than 120 Chinese cities.

Sources: Adapted from Rahul Jacob and Barney Jopson (May 24, 
2011), “Walmart China Hit by Double Departure,” Financial 
Times, p. 23; “All-China Federation of Trade Unions,” http://
www.acftu.org (accessed on July 26, 2005); “Walmart 
 Approves Unions in China” (November 24, 2004), BBC News, 
http://newsvote.bbc.co.uk (accessed on July 26, 2005).

HR Journal Walmart in China

iva29120_ch15_467-501.indd Page 492  12/28/11  9:58 AM user-f462iva29120_ch15_467-501.indd Page 492  12/28/11  9:58 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 15  Labor Relations and Collective Bargaining  493

 3. Frequent involvement with the rank-and-file employee. 

 4. Ability to appeal to better-educated professional, service, and knowledge workers. 

 5. Genuine cooperation with management. 68  

 Summary    To summarize the major points in this chapter:  
  1. A  labor union  (employee association) is an organization of employees formed to 

 advance, through collective action, its members’ interests in regard to wages and 
working conditions. 

  2.  Labor relations  are the continuous relationship between a defined group of employees 
(represented by a union or association) and management (one or more employers). 
This relationship includes the negotiation of a written contract concerning pay, hours, 
and other terms and conditions of employment, as well as interpretation and adminis-
tration of this contract over its period of coverage. 

  3. Unions have existed in the United States since the colonial era. A brief history of labor 
organizations would mention the Knights of Labor (1869), the American Federation of 
Labor (1886), and the Congress of Industrial Organizations (1935). The AFL and the 
CIO merged to form the AFL-CIO in 1955. 

  4. Three major laws affecting labor–management relations in the United States are the 
Wagner Act (1935), the Taft-Hartley Act (1947), and the Landrum-Griffin Act (1959). 
The Wagner Act created the National Labor Relations Board, which protects the 
 employee’s right to organize, investigates unfair management or labor practices, and 
supervises organizing campaigns. 

  5. The union structure in the United States consists of four levels: the federation of 
unions, intermediate, national, and local. 

  6. Unions appeal to workers for various reasons: job security, the need to socialize, 
protection against unsafe or unhealthy working conditions, a communication link 
to management, and fair wages. Conditions in the workplace most likely to trigger 
organizing are lack of job security, low wages, hostile supervisory practices, and 
inadequate benefits. 

  7.  Organizing  is the process of forming a bargaining unit and petitioning the NLRB for 
recognition. The bargaining unit is two or more employees who share common 
 employment interests and may reasonably be grouped together. 

  8. The organizing process includes the authorization card campaign, the certification 
election, and negotiation of the initial labor agreement. 

  9. Unions want union security in order to preserve membership. Different types of shops 
(restricted, open, agency, preferential, union, and closed) represent various degrees of 
union security. 

  10. Public sector unions first organized during the 1800s at the federal level. State and 
 local government associations were not very evident until the 1960s.Thirty-six percent 
of all government workers belong to unions. 

  11.  Collective bargaining  is the process by which unions and management establish the 
terms and conditions of employment. 

  12. The steps in the collective bargaining process include prenegotiation, selecting nego-
tiators, developing the bargaining strategy, using the best bargaining tactics, reaching 
a formal contractual agreement, and ratifying the contract. 

  13. A  strike  is an effort by workers to withhold services so the employer will make greater 
concessions at the bargaining table. 
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 14. A  lockout  is the managerial equivalent of a strike. Management can continue operating 
with a skeleton crew of managers, shut down the plant, or lock employees out. 

 15. Third party techniques that can help create an agreement range from mediation and 
fact-finding to interest arbitration.  Mediation  is a continuum of possible techniques 
that can be used to persuade the parties to resume negotiations. Interest  arbitration  
resolves an impasse by having a neutral third party impose a settlement on the disput-
ing parties. 

 16. A  grievance  is a complaint about an organizational policy, procedure, or managerial 
practice that creates dissatisfaction or discomfort. 

 17.  Arbitration  is a quasi-judicial process in which the parties agree to submit an irresolv-
able dispute to a neutral party for binding settlement.  Alternative dispute resolution  
(ADR) is any method used to end or settle a dispute other than the normal litigation 
process. 

 18. Union membership peaked in the United States in 1955, when 40 percent of the work-
force were members. By 2007, membership had fallen to 12.1 percent. 

 19. Unions have a major political influence in many countries around the world. 
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 collective bargaining , p. 480  
 concession bargaining , 
p. 481  
 conciliation , p. 486  
 decertification elections , 
p. 472  

 distributive bargaining , p. 480  
 economic strike , p. 485  
 fact-finding , p. 487  
 grievance , p. 487  
 integrative bargaining , 
p. 481  
 interest arbitration , p. 487  
 jurisdictional strike , p. 485  
 Knights of Labor , p. 470  
 labor relations , p. 469  
 labor union , p. 469  
 Landrum-Griffin Act , p. 473  
 lockout , p. 485  
 mediation , p. 486  
 mediator , p. 487  
 National Labor Relations 
Board (NLRB) , p. 472  
 negotiator , p. 481  

 Norris-LaGuardia Act , 
p. 472  
 open shop , p. 478  
 permanent replacements , 
p. 486  
 picketing , p. 485  
 preferential shop , p. 478  
 Railway Labor Act , p. 472  
 restricted shop , p. 478  
 right-to-work laws , p. 478  
 sitdown strike , p. 485  
 tactics , p. 482  
 Taft-Hartley Act , p. 473  
 union shop , p. 478  
 union steward , p. 475  
 Wagner Act , p. 472  
 wildcat strike , p. 485  
 yellow-dog contract , p. 472  

  1. What is a labor union? Define the term  labor relations . 

  2. Identify and describe the key labor organizations that helped establish labor relations 
in the United States. 

  3. Explain the impact of the Railway Labor Act and the Wagner Act on the growth of 
trade unions. 

  4. The union structure in the United States consists of four levels. Identify and describe 
each. 

  5. What conditions in the workplace are most likely to trigger a union organizing 
 campaign? Describe the representation campaign from authorization cards through 
certification of the union. How can unions be decertified? 

 Questions for 
Review and 
Discussion 
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  6. How do you explain the growth in public sector unions in recent years? 

  7. What is collective bargaining? What major functions does this process perform in 
organizations? 

  8. What is bargaining unit? How does the NLRB determine if it is appropriate? 

  9. Describe current trends in union membership and union organizing. 

 Objective 
 To enable students to collect, evaluate, and present information about labor unions. 

 Set Up the Exercise 

 1. Assign individuals or small teams of students to research American and international 
unions so that an up-to-date comparison can be made among labor organizations. 
Have each team make a brief presentation of their findings to the class. Characteristics 
to be researched include membership demographics, size, affiliation with national or 
other labor organizations or confederations, recent organizing campaigns, and strikes 
and lockouts. 

 2. Have the students begin their research using the following Internet site: http://aflcio.
org/unionand/internet.htm. 

 EXERCISE 15–1 
 Reporting on 
Labor Unions 

 Objective 
 To permit individuals to become involved in labor–management contract negotiations in 
a role-playing session. 

 Set Up the Exercise 

 1. Form an even number of groups of four to eight people. Half of the groups will be 
union teams and the other half will be management teams. 

 2. Read the description of the Dana Lou Corporation of Hamilton, Ohio. 
 3. Review and discuss in groups the four bargaining issues and the data collected on 

competitors (15 minutes). 
 4. The instructor will provide the union teams with the union negotiator’s instructions 

and the management teams with the management negotiator’s instructions. 
 5. Groups face off against each other (one management team versus one union team). 

The negotiator represents the team’s position. 

  Individuals should answer the exercise questions after step 2 of the negotiations. 

 Dana Lou Corporation 
 Dana Lou Corporation is a medium-sized company with about 1,100 employees in 
Hamilton, Ohio, a suburb of Cincinnati. It competes in the electronic repair parts industry 
and is slightly larger than most of its main competitors. The firm’s success (profitability and 
growth) has been attributed to a dedicated workforce that takes great pride in its work. 
  In 1964, the Communications Workers of America (CWA) organized the plant. Since 
then, labor–management relations have been good, and there were only two days lost to 
a strike, in 1972. Labor and management both feel that the cooperation between them is 
much better than that found in other firms of the same size in the area. 
  The current labor–management contract expires in three weeks. Representatives from 
the union and management have been negotiating a number of bargaining issues for the 
last three days, but there seems to be little agreement. 

 EXERCISE 15–2 
 Union–
Management 
Contract 
Negotiations 
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 Bargaining Issues 

 1. Republic National Medical and Dental Insurance Protection 
   a.   Present contract: Inspectors’ rate is $5.95 per hour; the rate for inspector appren-

tices is $4.30. 
   b.   New contract issues: CWA wants Dana Lou to pay the full premium; management 

wants to hold the line. 

  In terms of costs, the data look like this: 

  Percentage of Premium Paid Dana Lou Contribution 

     0 0 
    25 $ 55,000 
    50 110,000 
    75 165,000 
   100 220,000 

 2. Preventive health director, staff, and participation 
   a.   Present contract: Dana Lou has two part-time physicians and two full-time nurses 

(cost is $66,000 per year). 
   b.   New contract issues: CWA wants a full-time fitness director, a full-time physician, 

counselors for alcohol and drug abuse problems, and partial payment of employ-
ees’ use of YMCA and YWCA exercise facilities (estimated increase over present 
arrangement, $108,000). 

 3. Vacation benefits 
   a.   Present contract: One week with full pay for the first year; two weeks for employees 

with 2 to 10 years of service, and three weeks for employees with over 10 years. 
   b.   New contract issues: CWA wants all employees with 15 or more years of service to 

have four weeks of full paid vacation. Management wants to change in the present 
program. 

 4. Wage increases for skilled quality inspectors 
  a.    Present contract: Inspectors’ rate is $10.05 per hour; the rate for inspector appren-

tices is $6.40. 
   b.   New contract issues: CWA wants an increase of $0.50 per hour for the plant’s 95 

inspectors and a $0.40 per hour increase for the plant’s 25 inspector apprentices. 
Management wants to hold the line on salary increases because it believes that 
layoffs will have to occur. The union’s proposal would cost Dana Lou 95 times 
$0.50  5  $47.50 and 25 times $0.40  1  $10.00 or $57.50 total per hour. 

 Negotiations 

 1. One member from each of the two groups facing each other will negotiate the four 
issues. The rest of the group must remain quiet during the negotiations. The negotia-
tors should role-play for exactly 20 minutes. At the end of this time, they should record 
the agreement points reached. 

 Final Agreements 

 Medical and dental protection   ____________________________________________________
________________________________________________________________________________
________________________________________________________________________________
____________________________________________________________________________________
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 Competitor Data (Hamilton, Ohio, Survey) 

Blue Fox Corp. Wintex, Inc. Lafley Mfg.

Company contribution to medical
and dental insurance

100 percent 50 percent 50 percent

Preventive health director No No No

Payment of physical fitness fees
for employees

Yes No Yes

Vacation benefits 1 week in first 
year; 3 weeks all 
employees after 
1 year

2 weeks all 
employees 
until 10 years of 
service and then 
3 weeks

2 weeks all 
employees for 
first 5 years and 
then 3 weeks

Wage rate inspectors $9.80 $8.97 $9.95

Inspector apprentices $7.90 $6.95 $7.40

 Preventive health director, staff, and participation  
_______________________________________________________________________________

_______________________________________________________________________________

_______________________________________________________________________________

 Vacation benefits  
_______________________________________________________________________________

_______________________________________________________________________________

_______________________________________________________________________________

 Wage increases 
_______________________________________________________________________________

_______________________________________________________________________________

_______________________________________________________________________________

 2. Each individual is to analyze the negotiations.   How successful were the negotiators?

_______________________________________________________________________________

_______________________________________________________________________________

_______________________________________________________________________________

Would you have negotiated differently? How?   
_______________________________________________________________________________

_______________________________________________________________________________

_______________________________________________________________________________

Were the negotiators prepared?   
_______________________________________________________________________________
_______________________________________________________________________________
_______________________________________________________________________________

A Learning Note 
 This exercise will illustrate how difficult discussing issues can be when people have a 
fixed attitude or position. 
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 Application Case 15–1 

 Boeing’s Decision to Build the 787 Dreamliner 
in South Carolina: Good Business Decision or 
Union Busting? 

 Background 

 The Boeing Company is an influential commercial airplane manufacturer that has weath-
ered the many highs and lows of the economy since its inception in 1916. The company 
currently operates facilities in 34 states, half of which are right-to-work states. In response 
to the competitive threat created by a new A350 line of planes by Airbus, its industry-
leading rival, Boeing began producing its latest model, the 787 Dreamliner at its Puget 
Sound, Washington, facility in 2003. The overwhelmingly positive reaction by the market 
to the new 787 models, coupled with several union strikes at the Washington plant, caused 
Boeing to struggle to keep pace with customer demand. 
  By 2009, Boeing’s backlog of orders for the new aircraft was such that the firm decided 
it needed to open a new plant. After much consideration, North Charleston, South 
Carolina, was chosen as the location for the new $1 billion facility that would produce 30 per-
cent of the Boeing 787 Dreamliner line. While this was great news for the hard hit economy 
of South Carolina, the labor union at the Puget Sound facility felt that moving production 
jobs away from Washington was unfairly punishing its members. As a result, the Interna-
tional Association of Machinists and Aerospace Workers (IAM) District Lodge 751 filed a 
complaint with the National Labor Relations Board (NLRB) in March 2010 claiming that 
“[Boeing’s] actions were motivated by a desire to retaliate for past strikes and chill future 
strike activity.” 
  The ensuing legal battle between Boeing and the IAM brought to light questions about 
how much influence federal agencies such as the NLRB should be allowed, sparking an 
intense political debate. In 2010, the problems intensified when the agency upheld the 
IAM’s claim and both sides entered legal dispute resolution proceedings in June of that 
year. 

 Position of the Union 

 The NLRB upheld the union’s claims that Boeing’s actions demonstrated retaliation 
against the employees at the Puget Sound facility for strikes that had taken place in the past 
decade. Members of IAM are concerned that jobs will be taken away from them and given 
to employees in South Carolina, a right-to-work state. 
  Another key issue is that the influence of their strikes as a bargaining tool will be 
 reduced or eliminated because jobs can be transferred to the new site to make up for lost 
production in the event of a strike. Union members feel threatened by comments made by 
Boeing executives and spokespeople that they claim prove retaliation. 
  This is a unique situation due to the fact that the majority of retaliation cases involve the 
direct firing of employees as a result of their union involvement. However, Boeing’s ac-
tions have been interpreted by the IAM and NLRB as indirect retaliation not necessarily 
because they are firing employees, but because they are failing to create new jobs that 
could be provided to workers that belong to the union in Washington. Much of the contro-
versy surrounding the case comes from the fact that there is no precedent for lawmakers to 
use as a basis in making their decision. 
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 Position of the Company 

 Boeing spokespeople maintain that they are not breaking any laws and that the move is 
based on solid economic and financial reasons. They argue that the union strikes in 
Washington not only reduced profits, but also created problems meeting existing demand 
and securing future orders. Boeing fears that airlines will be hesitant to place new airplane 
orders because of the possibility that the delivery will be delayed due to strikes such as the 
one that took place at the Washington facility in 2008. The company’s fears may have 
merit. American Airlines, whose fleet consisted of 100 percent Boeing aircraft until July 
2011, recently signed a contract to purchase 260 Airbus planes and 200 Boeing aircraft, the 
largest order in the history of aviation, citing “flexibility for the future” as a key driver. 
  Boeing executives point out that rather than taking jobs away from the Puget Sound 
facility, they have added 2,000 more positions at the Washington plant in addition to the 
thousands of jobs created by the new South Carolina plant. The East Coast facility has cre-
ated several thousand production jobs with Boeing as well as many thousands of positions 
needed to construct the plant. 
  In addition to financial concerns, Boeing maintains that the NLRB is overstepping its 
bounds by telling Boeing where it may conduct business. This may set a precedent that 
could potentially restrict any company that has facilities in a union-friendly state from 
expanding into a right-to-work state. 

 Discussion Questions 

 1. Evaluate the claims made by the union and counterclaims made by the company regard-
ing the charges of unfair labor practices. Which of the arguments is more persuasive? 

 2. Does the National Labor Relations Board have the authority to dictate where a company 
may do business? 

 3. Why do companies like Boeing move significant parts of their operations to right-to-
work states like North Carolina? 

 4. If the NLRB were successful in blocking Boeing’s plans to build the 787 Dreamliner in 
South Carolina, to what degree would this precedent encourage U.S. manufacturers to 
move some of their operations to overseas locations (as opposed to moving them to 
right-to-work states)? 

  Sources : Written by Brittany Bowden of Texas State University and adapted from “AMR Corporation 
Announces Largest Aircraft Order in History with Boeing and Airbus,” AMR Corporation, http://
www.aa.com/i18n/amrcorp/newsroom/fp_amr_fl eet_agreement.jsp (accessed on August 3, 2011); 
“A Watchdog Bites: Boeing and the NLRB” (May 21, 2011),  The Economist , Vol. 399, Iss. 8734, p. 74; 
Jeremy Lemer and Hal Weitzman, “Boeing 787 Facility a Political Tug-of-War” (May 9, 2011), 
  Financial Times , p. 18; Jim McNerney (May 11, 2011), “Boeing Is Pro-Growth, Not Anti-Union,”  The 
Wall Street Journal , p. A17; Melanie Trottman (June 10, 2011), “Boeing Rejects Union Overture,” 
 The Wall Street Journal , p. A6. 

 Notes   1.  Peter Cappelli (2008),  Talent on Demand: Managing Talent in an Age of Uncertainty  
 (Cambridge, MA: Harvard Business School Press). 

  2. P. Taft (1964),  Organized Labor in American History  (New York: Harper and Row), 
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  4. Patrick J. Cihon and James Castagenra (2001),  Employment and Labor Law  (Cincinnati, OH:  
 South-Western Learning). 
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 16 
Chapter 

 Managing Employee 
Discipline 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Describe  steps that can be taken to prevent theft by employees. 

 2.  Differentiate  between progressive and positive discipline approaches. 

 3.  Define   employment at will.  

 4.  Explain  why some employees are opposed to drug testing. 

 5.  Summarize  why it is important to carefully and thoroughly document 
each discipline step taken in an organization. 
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 HR Challenge 

 Managers supervise many types of employees as part of their work. Most employees per-
form effectively most of the time. But any management development session eventually 
comes around to a discussion of employees like Al, Susan, Joyce, or Tom. These four em-
ployees are employed by a small conglomerate in the New York area, Judge Incorporated. 
Judge owns manufacturing and retailing units. 

 • Al is the salesperson who had the largest sales increase of any of the salesforce just after 
he was hired. Later, his sales dropped off. When his supervisor checked, Al was found to 
be making just enough sales calls to reach his quota. 

 • Susan is a good worker. However, there are a few days when all the forms she prepares 
have serious errors on them. These apparently are the days when Susan is drinking. 

 • Joyce seems to do good work. She is courteous to the customers. She puts the stock up 
quickly and marks the prices accurately. But Joyce takes more than her paycheck home 
every week. 

 • Tom is a pretty good employee. But John, his supervisor, is driven up the wall by him. 
Tom just can’t seem to follow the company rules. And when John tries to talk to him 
about it, Tom gives him a hard time. Sometimes Tom even seems to threaten John if he 
tries to do anything about the problem. 

  At present, Judge Incorporated has no well-organized system for handling any of these 
situations and behavior. 

503

 These examples illustrate a time-consuming and worrisome aspect of the HRM job: deal-
ing fairly with the difficult or misbehaving employee. The seriousness of the problem is 
 reinforced by the fact that most cases going to arbitration involve disciplinary matters. 
Moreover, the tasks of assessing credibility, quelling emotions, and determining the serious-
ness of behaviors heighten the complexity of resolving discipline and termination cases. 1  
  A few examples of misbehavior that may require managerial attention and action are 
presented in Exhibit 16–1. 
  An employee’s attitude toward work is a crucial factor in achieving high productivity 
or performance, and discipline may play an important part in this attitude. The kind of 
discipline system used is normally related to the organization. It will be more formal in 
larger organizations, especially those that are unionized. It is quite informal in small 
organizations. 
  Generally, an employee’s manager is the person primarily involved in disciplining 
 employees. HR specialists may become involved as advisers if they are asked to do so by 
the manager. Sometimes the HR manager serves as a second step in investigation and 

EXHIBIT 16–1
Employee 
Misbehavior 
Requiring 
Disciplinary Action

Arson
Blackmail
Bribery
Bullying
Cheating
Discrimination
Dishonesty
Disruptive Behavior
Drug and Substance Abuse
Espionage
Fraud
Incivility

Intimidation
Kickbacks
Lying
Misinformation
Neglecting Responsibility
Privacy Violation
Revenge
Sabotage
Theft
Threats
Violence
Withholding Information
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 appeal of a disciplinary case. Or, when the union is involved, the HR manager may advise 
the operating manager on interpretation of the contract for a specific case. 
  Discipline is one of the most challenging areas in the HRM function. In dealing with diffi-
cult employees, HR managers must diagnose both internal and external environmental factors 
in discipline situations, prescribe and implement appropriate remedial actions, and evaluate 
the effectiveness of their decisions. Throughout this process, it is critical to recognize that 
employees have rights protected by federal and state laws. For example, as discussed in 
 Chapter 3, an employee may not be disciplined or terminated in a manner that violates 
 discrimination laws. Managers must also be aware of their state’s position on employment at 
will. Some states allow employers to terminate employees for almost any reason that does not 
violate federal or state statutes, while others require just cause. The next section will discuss 
four categories of difficult employees as well as applicable legal considerations. 

 Categories of Difficult Employees 

 Employees whose behavior can be described as difficult can be classified into one of four 
categories: 

 1. Those whose quality or quantity of work is unsatisfactory, owing to lack of abilities, 
training, or motivation. (Al is an example.) 

 2. Those whose personal problems off the job begin to affect their productivity on the job. 
These problems can include alcoholism, drugs, or family relationships. (Susan is an 
example.) 

 3. Those who violate laws while on the job by such behavior as stealing from the organization 
or its employees or physical abuse of employees or property. (Joyce is an example.) 

 4. Those who consistently break company rules and do not respond to supervisory 
 reactions. (Tom is an example.) 

  The difficulty of determining the causes of any human behavior pattern was noted in 
Chapter 2. It is especially difficult to assess the causes of undesired behavior, but Miner 
has devised a useful approach for analyzing deficient behavior; he provides a checklist of 
possible causes: problems of intelligence and job knowledge; emotional problems; motiva-
tional problems; physical problems; family problems; problems caused by work groups; 
problems originating in company policies; problems stemming from society and its values; 
and problems from the work context (for example, economic forces) or the work itself. 2  
  Many of these causes can influence deficient behavior, which can result from behavior 
of the employee alone, behavior of the employer alone, or interaction of the employee and 
employer. Al’s behavior (category 1), which is directly related to the work situation, could 
be caused by emotional, motivational, or organizational problems. If Susan is drinking 
(category 2) because of family problems, then the primary cause of her behavior is outside 
the control of the employer. Frequently, difficult behavior is caused by personal and 
 employment conditions that feed one another. Joyce’s behavior—theft—and other illegal 
activities (category 3) are normally dealt with by security departments and usually result in 
termination and possibly prosecution of the employee. Tom’s behavior (category 4) is often 
caused by motivational, job, or emotional problems. 

 Category 1: Ineffective Employees 
 Employees whose performance is due to factors directly related to work are theoretically 
the easiest to work with and to adjust. Chapter 13 introduced a systematic approach for 
investigating discrepancies between performance and needs. This approach is applicable 
not only for training but also for coping with ineffective, poorly performing employees. 
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Recall that managers must consider some key issues. For example, the employee is not 
performing well; the manager thinks there is a problem with training. There are three 
 general questions a manager might use to analyze the problem: 

 1.  What is the discrepancy?  Why do I think there is a training problem? What is the differ-
ence between what is being done and what is supposed to be done? What is the event 
that causes me to say that things aren’t right? Why am I dissatisfied? 

 2.  Is it important?  Why is the discrepancy important? What would happen if I left the 
 discrepancy alone? Could doing something to resolve the discrepancy have any worth-
while result? 

 3.  Is it a deficiency in skills?  Could the employee do it if he or she really had to, or if it 
were a matter of life and death? Are the employee’s present skills adequate for the 
 desired performance? 

  If there is a deficiency in skills, then it must be corrected. On the other hand, if the 
problem does not have to do with skills, then it must be addressed in terms of removing 
obstacles, creating a more positive motivational climate, or bringing about some type of 
job change. 
  In summary, ineffective performance may be the result of various factors: skills, the job, 
or the motivational climate. Each of these factors must be carefully weighed in considering 
Al’s declining sales described in the opening HR Challenge. 

 Category 2: Alcoholic and Substance-Abusing Employees 
 Prevalence and Cost 
 Substance abuse is believed to affect 11 percent of the workforce, costing organizations 
over $200 billion per year in lost productivity and related expenses. 3  Additionally, studies 
have indicated that substance abuse is one of the leading causes of recent increases in 
workplace violence. 4  Compared to employees who are not alcohol abusers, problem drink-
ers take two and one half times more absences of eight days or more, and receive three 
times as much sick leave and accident benefits. 5  Studies have indicated that drug abusers 
are one-third less productive, have three and a half times more workplace accidents, and 
make five times as many workers’ compensation claims as nondrug abusers. 6  

 Alcohol Testing 
 Organizational alcohol abuse programs that include alcohol testing are increasing in popu-
larity. About 75 percent of the full-time work force does not consider a drug test an inva-
sion of privacy. According to two surveys supported by the National Institute on Drug 
Abuse, about 28.4 percent of U.S. workplaces test employees for alcohol abuse; of these 
workplaces, 31.7 percent are required by federal law to conduct alcohol tests. 7  For exam-
ple, the Omnibus Transportation Employee Testing Act of 1991 8  mandates alcohol and 
drug testing for safety-sensitive employees in the aviation, motor carrier, railroad, and 
mass transit industries. The Federal Highway Administration (FHWA) and Department of 
Transportation (DOT) have issued rules for implementing testing programs pursuant to this 
statute. 9  Alcohol testing is considered a medical test under the Americans with Disabilities 
Act (ADA), thus precluding employers from giving alcohol tests in the selection process 
prior to making a conditional job offer. 10  However, the ADA does not preempt conflicting 
FHWA and DOT regulations requiring testing. 

 Drug Testing 
  Employee drug testing  is conducted in over 65 percent of the largest workplaces 
and is used to screen applicants as well as employees who may be tested for cause, ran-
domly, or following rehabilitation. 11  Over 53 million drug tests annually are conducted. 

HRMemo In 2009, 
12.9 million full- and 
part-time employees 
used illicit drugs and 
42.7 million full- and 
part-time employees 
engaged in binge 
drinking (defi ned as 
having fi ve or more 
drinks on the same 
occasion at least once 
in the past month). 
Younger employees, 
aged 18 to 25, had 
the highest incidence 
of substance use 
disorder.

Source: Substance Abuse 
and Mental Health Services 
Administration (2010), 
 Results from the 2009 
National Survey on Drug 
Use and Health: Volume 
I.  Summary of National 
 Findings, Offi ce of Applied 
Studies, NSDUH Series H-38A, 
HHS Publication No. SMA 
10-4586 Findings. (Rockville, 
MD: <publisher name>.
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About 90  percent of the drug tests use urine samples. Statistics released by Quest 
 Diagnostics Inc.’s 2006 Drug Testing Index suggest that organizational drug testing 
programs may  reduce employee drug use. Quest’s findings indicated that 3.8 percent 
of the U.S. workforce tested positive for drug use in 2006 compared with a higher rate of 
13.6 percent in 1988. 12  
  The ADA does not include current illegal drug users in its definition of a “qualified 
 individual with a disability” and does not consider tests for illegal drugs as medical tests, 
thus allowing employers to test both applicants and employees. 13  However, organizations 
must consider other federal as well as state laws that may regulate employee drug test-
ing. For example, California’s constitutional privacy protection has limited the use of 
random drug testing by California employers. 14  Employers could face negligence and 
defamation claims for false positive drug test results. Choosing reputable drug testing 
labs and releasing test results only to immediate supervisors and others with a legitimate 
need to know can help avoid these types of claims. 15  For public sector employees, the 
Fourth Amendment to the U.S. Constitution, which prohibits unreasonable searches and 
seizures, provides some additional privacy protection. In applying the Fourth Amend-
ment to drug testing by government employers, the Supreme Court has generally held 
that drug testing may be conducted for reasonable cause (e.g., after accidents) and to 
 ensure public safety. 16  
  An alternative to drug testing is called  impairment testing  .  The HR Journal on this  
page introduces this form of testing alternative. 

A number of HR professionals suggest that impairment 
testing is a better method to use than drug testing 
in  the workplace. Also called fitness-for-duty or 
 performance-based testing, impairment testing mea-
sures whether or not an employee is alert enough or 
able to perform the work. From early tests that required 
participants to keep a cursor on track during a video 
game–like simulation, the industry has evolved toward a 
focus on evaluation through assessing eye movements. 
An employee looks into a dark viewpoint, then follows a 
light. The light mimes a sobriety test for probability cause.
 The impairment testing of eye movements then 
 analyzes a person’s response in comparison to his or 
her  normal baseline eye response, compiled from an 
 average of three previous tests taken of the employee. 
Once the baseline is established and stored, employees 
might be asked to complete a test. In approximately 
90 seconds an employer would know if a person is fit to 
fly a plane, operate heavy equipment, fight a fire, or 
drive a school bus.
 Impairment tests can catch employees who are 
 impaired because of problems that a drug test can’t 
identify: fatigue, sleep deprivation, stress, and alcohol 

use. Impairment tests are also less invasive than the 
typical drug test that involves processing urine 
samples.
 Research on impairment testing shows that 82 per-
cent of employers found impairment testing improved 
safety, 90 percent of employees accepted impairment 
testing, and 87 percent of employers found impairment 
testing superior to urine testing.
 Unfortunately, to date most organizations have not 
heard of or used impairment testing. There is also a 
cost consideration. Purchasing eye movement test 
equipment could mean buying a $25,000 piece of 
equipment. However, consider the legal costs of 
 having a performance-impaired employee cause an 
 accident. One accident and legal costs would certainly 
exceed $25,000.

Sources: Adapted from Maria Greco Danaher (November 
2010), “Fitness-for-Duty Exam Can Be Based on Concern 
about Volatile Behavior,” HR Magazine, Vol. 55, Iss. 11, pp. 72–73; 
 “Impairment Testing—Does It Work?” National Workrights 
 Institute, pp. 1–6, http://www.workrights.org (accessed on 
July 28, 2005); Evelyn Beck, “Is The Time Right for Impairment 
Testing?”  (February 2001), Workforce, pp. 69–71.

HR Journal An Alternative to Workplace Drug Testing
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 Employee Assistance Programs 
  Employee assistance programs (  EAPs  )  began appearing in the United States around 
1950, when substance abuse was first addressed as a major problem in organizations. 
 Under these programs, “constructive confrontation” became the standard procedure. 17  The 
employee was given an ultimatum: correct the problem or leave. 
  In 2011, there are approximately 2,400 EAPs serving about 90 percent of the U.S. 
workforce and they take a broader, more comprehensive approach. 18  The new philosophy 
is that the firm has no right to interfere with the private lives of its workers, but it does have 
a right to impose standards of behavior and performance at work. EAPs are not confined to 
substance abuse and can include coverage for emotional problems, financial difficulties, 
marital issues, stress, and other problems that may impair performances. 19  Most EAPs 
share the following characteristics: 

 • Employees needing assistance are identified and referred to the program. 

 • The employee is introduced into the program, and his or her problem is evaluated. The 
employee receives counseling and may be given a referral for treatment. 

 • Employees receive professional diagnosis and treatment. These are usually provided by 
outside agencies. 

  Although the effectiveness of EAPs is still debated, organizations have had favorable 
results. For example, Boeing reported a savings of $2 million in decreased employee medi-
cal claims and a 29 percent reduction in absenteeism, while Southern Pacific Railroad 
 reported a 71 percent decrease in injuries. 20  Four years after implementing an EAP, 
 McDonnell Douglas reported a $6 million savings. 21  
  At most organizations with EAPS, managers are trained to follow specific procedures 
when they become aware that an employee’s performance is declining. Managers should 
serve only to identify the performance or behavioral decline and should not diagnose prob-
lems or provide rehabilitative counseling. Referring employees to EAPs and indicating that 
the referral is based upon suspicions of alcoholism may risk “perceived disability” claims 
under the ADA. 22  
  Large and small employers have found positive benefits created by having EAPs. The 
following HR Journal points out the popularity of EAPs. 

 Category 3: Participants in Theft, Fraud, and Other Illegal Acts 
 Employers often have to deal with employees who engage in various illegal acts including 
employee theft, misuse of company facilities or property, disclosure of trade secrets, 
 embezzlement, sabotage of products, or use of company telephones and credit cards for 
personal use. A survey of security directors at Fortune 1000 companies identified  employee 
theft as the greatest security threat to organizations today. 23  It has been estimated that 
 employee theft costs organizations over $600 billion annually. 24  
  The HR Journal on the next page encourages companies to be proactive when facing 
theft and fraud. 
  Human resource managers use discipline and termination as well as rehabilitation to 
 address employee dishonesty problems. Increasingly, proactive approaches emphasizing 
problem recognition and conflict confrontation have been adopted. 25  Responsibility for 
crime prevention is also given to human resources departments. A variety of tools such as 
security programs and pre-employment screening mechanisms are used to prevent 
 employee theft and other illegal acts. Most companies engage in at least minimal security 
operations such as identification or “badge” systems, special safeguards for destruction of 

HRMemo SAS, a 
North Carolina–based 
business analytic 
software company, 
is well known for 
providing its 11,000 
employees with lavish 
benefi ts, including 
on-site health care, 
subsidized child-care 
services, and state-
of-the-art health 
and fi tness centers. 
SAS’s EAP is equally 
comprehensive and 
provides employees 
with work–life 
resources, adoption 
assistance, counseling 
benefi ts, and legal 
and fi nancial 
consultation.

Sources: http://www.sas.
com (accessed on July 31, 
2011); Susan Ladika (Octo-
ber 25, 2005), “Adoption’s 
Multiple Benefi ts,” HR 
Magazine, Vol. 50, Iss. 10, 
pp. 60–66.
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sensitive  documents, and escort services for visitors. Exhibit 16–2 provides a list of 
 additional security steps to minimize employee theft. 
  As discussed in Chapter 8, the Employee Polygraph Protection Act of 1988 26  prohibits 
the use of polygraph tests to gauge the honesty of current and prospective employees in 
most situations. Since this act was passed, many organizations have begun using “integrity 

Do you know where employees turn when they have 
legal, financial, mental health, or other personal prob-
lems? If they share their problems with an untrained 
 co-worker, a friend, or a bartender, they probably don’t 
have access to an employee assistance program (EAP), a 
confidential counseling and referral service provided 
as an employee benefit by many employers. And their 
employer’s agent or broker probably hasn’t done a good 
job of communicating how this benefit supports pro-
ductivity, wellness, and managerial efficiency as well as 
mental health and, in addition, has become affordable 
to employers of all sizes.
 EAPs have been around for decades and have slowly 
become an employee benefits staple. According to the 
Employee Assistance Society of North America, 75 percent 
of employers provided EAP services in 2009 compared 
with 31 percent in 1985.
 Some employers, about 18 percent, contract the ser-
vices from the same vendors that administer mental 
health and substance abuse services, but most contract 
with a separate EAP vendor. Typical EAP programs, about 
85 percent, provide an average of five or more short-
term, face-to-face counseling sessions. About 15 percent 
provide telephone-only counseling, the survey says.
 Small employers, however, are less likely to provide 
EAPs, industry sources say; and when they do, they pro-
vide fewer counseling sessions and less integration with 
other benefits. However, EAP providers, most of whom 
contract directly with health plans or other employee 
benefit insurers, are working hard to justify their value 
to small to medium-sized employers and provide more 
affordable options.
 For example, in May 2005, Assurant Employee 
 Benefits in Kansas City, Missouri, announced a new set 
of EAP services designed to meet the needs and budgets 
of small employers. The new plans are provided by New 
Directions Behavioral Health, in Overland Park, Kansas—
Assurant’s own corporate EAP provider—and can be 
packaged with any of the insurer’s group life or disability 
programs. The EAP services range in cost from about 
45 cents per employee per month for phone assessment 
and referral only to about $2.50 per employee per 
month for a traditional EAP with six counseling sessions 

and training and support services to management as 
well as employee counseling.
 Web-based resources can also provide timely and 
useful answers to referral questions about legal and 
 financial issues and work–life needs such as child care 
and elder care, she adds.
 EAP providers also claim to be able to document 
quantitative return on investment (ROI) for EAP services. 
For example, Kreps says New Directions is completing a 
study that indicates that access to EAP services can 
help reduce pharmacy costs for mental health and other 
treatments payable under health plans. Other recent 
EAP research supports the argument that the benefits 
can reduce employer costs for a wide range of health 
and productivity issues—key sales points for agents and 
brokers, providers say.
 Managed Health Network, a division of HealthNet, 
Inc., in Port Richmond, California, announced the results 
of an ROI study leading to a way to measure EAP value. 
Deidre Hiatt, PhD, vice president of quality manage-
ment at MHN and coauthor of the study, says, “Deci-
sions on purchasing EAP services have traditionally been 
made by analyzing satisfaction and utilization data, but 
increasingly EAP programs are being asked to show 
 financial return on investment. We cannot do this.”
 The study examined treatment outcome data on 
more than 10,000 employees with depression to deter-
mine the likely value associated with effective treatment 
through an EAP. Hiatt says the provider chose depres-
sion because it is the most common mental health prob-
lem in the workplace with the greatest overall impact on 
job performance. She says studies indicate that one of 
every 20 employees shows symptoms of depression and 
predicts that by 2020, the disorder will be the second 
most prevalent cause of disability.

Sources: Adapted from Robert J. Grossman (November 1, 
2010), “What to Do about Substance Abuse,” HR Magazine, 
Vol. 55, Iss. 11, pp. 1–14; Dale Kaplan and Park Dietz 
(July 2007), “Use Employee Assistance to Manage Risk,” 
 Occupational Health & Safety, Vol. 76, Iss. 7, pp. 82–89; Len 
Strazewski (July 2005), “Investing in EAPs—Employee 
 Assistance Programs,” Rough Notes, pp. 52–53; Donald 
 Smeltzer (January 2005), “More Bang for Your EAP Buck,” 
 Employee Benefit Plan Review, pp. 14–15.

HR Journal Employee Assistance Programs (EAPs)
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tests” to prescreen applicants for honesty. 27  Results of research examining the validity of 
integrity tests indicate that they predict dysfunctional employee behaviors including theft 
moderately well. 28  Moreover, studies suggest that integrity tests do not have an adverse 
impact on groups protected by EEO laws. 29  

 Category 4: Rule Violators 
 Difficult employees in the fourth category consistently violate company rules, such as those 
prohibiting sleeping on the job, having weapons at work, fighting at work, coming in late, or 
abusing the supervisor. A particularly difficult issue is that of workplace violence. According 
to research conducted by the Bureau of Labor Statistics, homicide is one of the leading causes 
of death of U.S. employees. 30  Other research has indicated that each year about 2 million 
 employees are physically attacked, more than 6 million receive threats, and 16 million are the 
target of some form of harassment. 31  Over an 18-month period, the U.S. Postal Service 
 recorded 500 cases of violence by employees toward supervisors and 200 cases of violence 
by supervisors toward employees. Chapter 17 will discuss in detail workplace violence. 
  The Postal Service was determined to improve employees’ safety and developed a 
 six-strategy program to prevent violence: 

 1.  Selection.  The goal of the Postal Service is to hire selectively, ensuring that it gets the 
right people in the jobs in the first place. Its prescreening process includes administer-
ing competency tests and contracting with an outside firm to do thorough background 
checks. 

 2.  Security.  The Postal Service has 47,000 facilities that range from one-person post 
 offices to 24-hour plants employing 4,000 people. Some facilities rely on awareness 
programs and training on such issues as how to report incidents. Others employ security 
guards, set up surveillance cameras on the premises, or require access badges. Manage-
ment at each location assesses the measures that should be taken with the Postal Inspection 
Service—the law-enforcement arm of the Postal Service. 

 3.  Policy.  The Postal Service has created a direct and well-publicized policy related to 
 violence. It includes a prohibition on any kind of weapon on Postal Service property, 
including parking lots; a no-tolerance philosophy toward threats of any kind; and a 

1. Normal good housekeeping practices—no empty boxes, no unused machines with tarpaulins 
on them, and no unlocked, empty drawers—will help ensure that there are no places where 
stolen goods can be hidden. The first act of the thief is to divert merchandise from the normal 
traffic flow.

2. Paperwork must be carefully examined and checked at all stages so invoices cannot be stolen 
or altered.

3. Employees’ cars should not be parked close to their places of work. There should be no usable 
cover between the plant doors and the cars.

4. Do not allow employees to make sales to themselves, their friends, or their family members.

5. Whether the hospital, plant, or office is open or closed at night, bright lights should blaze all 
around the perimeter, so nobody can enter or leave without being seen.

6. There should be adequate measures to control issuance of keys. There have been cases where a 
manager or supervisor would come back at night and give a friend an armload of merchandise 
to take home. Key control is very important.

7. As far as possible, everyone entering or leaving should have an identification card.

8. Unused doors should be kept locked. If only two must be open to handle the normal flow of 
traffic, the rest should include alarms.

9. Everything of value that thieves could possibly remove, not just obvious items, must be 
safeguarded.

EXHIBIT 16–2
Steps to Minimize 
Theft by Employees
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The problem of alcoholism among executive employees 
(managers) has by no means disappeared. What does 
seem to be on the decline, however, is companies’ ability 
to ignore the problem. Indeed, the awareness that 
 alcoholism is a disease has been codified in law. The 
Americans with Disabilities Act (ADA) of 1991 officially 
recognized alcoholism as a disability and stipulates that 
individuals may not be fired because they are alcoholic. It 
sounds promising, but will ADA really make much change 
in how companies deal with alcohol problems? Alcohol-
ism causes over 500 million lost workdays each year.
 “It should help,” says Harold Swift, former president 
of the Minnesota-based Hazelden Foundation, a nation-
ally known treatment organization. Jim Cline, a psychol-
ogist and consultant with the Employee Advisory 
Resources (EAP) division at Ceridian Corporation, adds 
that companies today generally are more enlightened 
on the subject of chemical abuse but many have a long 
way to go. “I have heard employers say things like, 
‘We’ve got a way to deal with troubled employees 
here—we get rid of them.’” ADA may offer some pro-
tection against such attitudes, he continues. “But we all 
know reality is different,” he says, because discrimina-
tion can take very subtle forms.
 Perhaps the most difficult aspect of dealing with em-
ployees’ substance abuse is the first step: acknowledg-
ing that it exists. One CFO from a company in Cleveland, 
after consulting with the company’s attorney, refused to 
talk even when promised anonymity.
 “They say it’s lonely at the top, and there is some 
truth to that,” says Swift. “Executives would be very 
 reluctant to admit they need help in today’s environ-
ment,” he adds, noting that co-workers often direct 
much anger and moralizing at them. Executives also 
worry about future job prospects if they admit they 
need treatment. But companies, too, are reluctant to 
raise the issue, fearing their reputations will be tarnished 
if it’s known that any executive is recovering from addic-
tion to alcohol or drugs.
 One person who has helped many corporations deal 
with this difficult issue is Ken Majcen, president of 
 Majcen & Associates, which is based in Cleveland but 
has set up employee and executive assistance programs 
(EAPS) nationwide. Majcen himself once lost a job as a 

sales representative because of his alcoholism, and he 
became a chemical dependency counselor.
 Before he will get involved in a particular case, he 
insists that the company document specific instances 
when an individual’s job performance has been  impaired 
because of alcohol, illegal drugs, or stress. It’s 
not  enough, in other words, for the person to be a 
 substance abuser. The abuse must be affecting work 
performance. “What we want to do is talk about facts 
and their consequences,” Majcen says. “It eliminates the 
potential of discriminating against an individual.”
 When performance problems are identified, Majcen 
will meet with other co-workers, friends, and family 
(though he usually avoids involving children) to talk about 
the issues. If he feels there is a dependency problem, he 
arranges an “intervention”: confronting the executive 
about his or her problem, usually with co-workers, family, 
and friends present to reinforce the message. Typically the 
individual is then taken directly to a treatment center. 
 Majcen follows up with case management for as long as a 
year, assisting the company in drafting a return-to-work 
agreement. Many such agreements include random drug 
testing or mandatory attendance at AA meetings.
 Does it work? Majcen’s success rate is about 60 per-
cent. “To bat .600 is pretty good,” he says. “You’re 
 going to lose some people. A lot of people would rather 
die from substance abuse than live without it.”
 What can be done by a co-worker who spots chemi-
cal abuse in an executive? When Cline at Ceridian is 
 approached in such a case, he advises co-workers to 
 approach the person one-to-one, perhaps at lunch. He 
even suggests to some that they threaten to quit unless 
the executive seeks help. But he adds, “It’s a very diffi-
cult thing to do anything about, especially when they’re 
dealing with the kind of executive who might blow up 
unexpectedly.” If all else fails, he says, he will resort to 
an intervention.

Sources: “How Does Substance Abuse Impact the Workplace?” 
U.S. Department of Labor, www.dol.gov/elaws/asp/drugfree/
benefits.htm (accessed on May 1, 2008); Mark Engebretson 
 (January–February 1993), “When to Say When,” Business Ethics, 
p. 15. This article (slightly adapted) is reprinted with permission 
from Business Ethics Magazine, 52 S. 10th Street, Suite 110, 
 Minneapolis, MN 55403-2001,1-800-769-9852 (612-962-4700 
in Minnesota).

HR Journal When Abuse Affects Performance

 protocol to intervene early. The policy also includes reporting all incidents to prevent 
minor incidents from escalating into more serious violence. 

 4.  Climate.  A healthy workplace is a safe workplace, so the Postal Service has an intense 
initiative to improve the agency’s environment. It is putting managers and supervisors 
through a series of training sessions that deal with such issues as empowerment of 
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 employees, resolution of conflicts, and positive reinforcement. It is also working with 
its unions to improve the grievance process. And the agency has instituted an opinion 
survey that measures employees’ satisfaction and promotes better interaction between 
managers and employees. 

 5.  Employee support.  The Postal Service has beefed up its employee assistance program 
(EAP) and conducts training with supervisors and managers on how best to use the EAP 
and how to educate employees on how to use it. The agency also has implemented an 
orientation program for all employees, explaining its EAP. And in addition to the EAP, 
the Postal Service has installed a 24-hour, toll-free hotline that employees can call to 
report threats or concerns. 

 6.  Separation.  Because termination does become necessary at times, the agency  currently is 
creating policies and procedures for terminating employees in the most effective way. It’s 
also evaluating methods for assessing whether people being dismissed may be danger-
ous. Because this is a recent initiative, no specific strategies have been developed yet. 

  Certainly violence in the workplace is a problem, but there is a lot of confusion among 
researchers and others attempting to measure it and develop corrective steps. Some of the 
confusion is caused by factors such as the following: 

 • Not all violence is reported by the victims. The Department of Justice found that more 
than 50 percent of employees who were victimized did not report the incident. 

 • Statistics do not usually include off-duty employees or nonemployees (customers) who 
are victimized in a work setting (e.g., at a quick-stop grocery store). For example, the 
homicide of a customer shot during a store robbery is not counted. 

 • In about 90 percent of homicides and 68 percent of assaults in the workplace, customers 
or strangers are the perpetrators. This is especially important because improved coun-
seling programs or selection methods may improve workplace safety, but these steps 
will not eliminate violence. 

 • Identifying violence-prone people may be beyond the skill of even the best trained 
managers. 

  Organizations are now beginning to implement a variety of programs designed to com-
bat increased occurrences of workplace violence. Specifically, human resources depart-
ments are developing zero-tolerance policies, creating crisis management teams, designing 
preselection screening tools, and providing employee assistance programs. 32  The Your 
 Career Matters provides a list of warning signs of violence that have been used by crisis 
management teams to assess potential threats. HR and operating managers need to be 
aware of these warning signals so that they can help prevent violence from occurring at the 
workplace. 
  Failing to take reasonable steps to prevent violence in the workplace can create legal 
liability for companies. Preventable workplace violence could result in Occupational 
Safety and Health Act (OSHA) violations or state workers’ compensation claims. Some 
states also recognize “negligent hiring and retention” causes of action. For example, in 
New York, employers may be liable for employees’ violent acts if the employer knew or 
should have known about employees’ violent or harmful tendencies. 33  Companies may 
face a legal dilemma when an employee with a psychiatric disorder poses a risk of vio-
lence; they must comply with the ADA while also maintaining a safe workplace. Under the 
ADA, an employer cannot discriminate against such employees unless they pose a “direct 
threat” to someone’s health or safety and cannot be solved with a reasonable accommoda-
tion. However, negligence claims may arise when organizations fail to dismiss employees 
because the actual or threatened misconduct does not amount to a direct threat. 34  
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HR and operating managers can help decrease the risk 
that an employee will have a violent outburst or explo-
sion. By being aware of the warning signs and facilitat-
ing an intervention when necessary to preserve a safe 
working environment, you are likely to develop a 
 reputation as a proactive manager who cares about and 
protects his or her employees and co-workers. Here is a 
partial list of behaviors that may lead to a  violent  episode 
on the part of a potentially high-risk employee:

 1. Has difficulty accepting authority or criticism, and 
holds grudges against supervisors.

 2. Sabotages company property and/or equipment.

 3. Expresses desire to harass co-workers or management.

 4. Engages in physical or verbal intimidation (e.g., 
stalking, phone calls).

 5. Is argumentative or uncooperative.

 6. Has a history of interpersonal conflict.

 7. Has been fired or laid off, or perceives she or he 
soon will be.

 8. Comes from an unstable or dysfunctional family.

 9. Lacks social connectedness or support.

 10. Expresses extremist opinions and attitudes (e.g., 
 religious, political).

 11. Exhibits paranoid behavior or depression.

 12. Has difficulty controlling temper.

 13. Possesses a sense of entitlement.

 14. Has a preoccupation with weapons or brings 
weapon(s) to work.

 15. Has a problem with substance abuse.

 16. Makes direct or indirect threats of harm.

 17. Expresses fascination with previous incidents of 
workplace violence.

 18. Is desperate over family, financial, or other personal 
problems.

 19. Makes unwanted sexual comments or innuendo.

 20. Blames others for problems.

What can be done to prevent an escalation from these 
behaviors to a violent act? Experts suggest several steps 
be taken, including (1) create a fair work environment 
in which workers feel respected and well treated; 
(2)  develop and publicize an antiviolence policy; 
(3) assemble a cross-functional crisis management 
team and task it with assessing risk and developing 
emergency plans; (4) implement appropriate security 
measures to ensure a safe work environment; (5) refer 
“troubled employees” to EAPs and other supportive 
 resources; and (6) establish a “threat hotline” and 
train employees to identify the warning signs of violent 
behavior.

Sources: Adapted from “Warning Signs of Violent Behavior” 
(October 2008), Public Management, Vol. 90, Iss. 9, pp. 44–45; 
David D. Van Fleet and Ella W. Van Fleet (July 2007), “Prevent-
ing Workplace Violence: The Violence Volcano Metaphor,” 
Journal of Applied Management and Entrepreneurship, Vol. 12, 
Iss. 3, pp. 17–36; Mark Braverman, Dennis L. Johnson, John 
G. Kurutz, and John B. Kiehlbauch (February 1995), “Scenario 
for Supervisors,” HR Magazine, pp. 63–67.

Your Career Matters Prevent Employee Violence by Spotting the Warning Signs

 The Discipline Process 

 Exhibit 16–3 is a model of the discipline process. The employer establishes goals and rules 
and communicates them to employees. Employees’ behavior is then assessed, and modi-
fication may be found desirable. This process is an attempt to prevent difficulties and is 
positive in nature. It is designed to help employees succeed. 
  The first element in the process is the establishment of rules for work and behavior. Work 
goals and standards were discussed as part of performance evaluation (Chapter 9). Through 

EXHIBIT 16–3 
Elements in a 
Disciplinary System

Employer
Establish rules 

and goals
Communicate
rules and goals

Assess
behavior

Reevaluate
rules and goals
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whatever method is used (time and motion study, examination of past performance or 
 performance by others, management by objectives), a set of minimally acceptable work 
goals is established. Behavior rules cover many facets of on-the-job behavior. They can be 
categorized as concerning behavior that is directly or indirectly related to productivity. Both 
types are often negatively described as prohibited behavior. Exhibit 16–4 lists some exam-
ples of rules for employees’ behavior. 
  The second important element in the disciplinary process is the  communication  of the 
rules to all employees. Unless employees are aware of the rules, they can hardly be ex-
pected to follow them. Closely related to this element are employees’ willingness to accept 
the rules, and the enforceability of the rules. If employees or their representatives partici-
pate in the formation of the rules, their cooperation is more likely. Employees must be 
convinced that the rule is fair and related to effectiveness on the job. 
  It is useful for management to seek employees’ advice on periodic revision of rules. The 
objective is to reduce the number of rules to the minimum and enforce those that are im-
portant. Customs and conditions change. Rules, like laws, need regular updating to achieve 
the respect and acceptance necessary for order in the workplace. 

EXHIBIT 16–4
Examples of Rules 
for Employees’ 
Behavior

I. Rules directly related to productivity

 A. Time

1. Starting and late times
2. Quitting time
3. Maximum break and lunchtimes
4. Maximum absenteeism

 B. Prohibited behavior

1. No sleeping on the job
2. No leaving workplace without permission
3. No drinking on the job
4. No drug taking on the job
5.  Limited nonemployer activities during work hours

 C. Insubordination

1. Penalties for refusal to obey supervisors
2. Rules against slowdowns and sit-downs

 D. Illegal behavior

1. Theft
2. Falsification

 E. Safety

1. No smoking
2. Safety regulations
3. Sanitation requirements
4. No fighting
5. No dangerous weapons

II. Rules indirectly related to productivity

 A. Prevention of moonlighting
 B. Prohibition of gambling
 C. Prohibition of selling or soliciting at work
 D. Regulations for clothing and uniform
 E.   Rules about fraternization with other employees at work or off the job
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  The third element of the disciplinary process is a mechanism for assessment. In most 
organizations, performance evaluation is the mechanism for assessing deficiencies in 
 behavior at work. Behavior that involves breaking rules usually comes to the attention of 
management when it is observed or when difficulties arise and investigation reveals certain 
behavior as the cause. 
  Finally, the disciplinary process concludes with a system of  administering punishment 
or motivating change.  This varies from supervisory administration of discipline to formal 
systems somewhat like courts or grievance procedures. 

 Approaches to Discipline 

 Discipline for each of the categories of behavior just discussed can be applied in various 
ways. A negative approach is to emphasize the punitive effects on undesirable behavior. A 
more positive approach emphasizes what can be done to prevent the undesirable behavior 
from recurring. 

 The Hot Stove Rule 
 One view of discipline is referred to as the  hot stove rule  .  35  This approach to discipline 
is discussed in terms of what happens when a person touches a hot stove. The conse-
quences are: 

 1.  Warning system.  Before any behavior has occurred, a good manager has communicated 
what the consequences of the undesirable behavior are. 

 2.  Immediate burn.    If discipline is required, it must occur immediately after the unde-
sirable act is observed. The person must see the connection between the act and the 
discipline. 

 3.  Consistency.  There are no favorites—stoves burn everyone alike. Any employee who 
performs the same undesirable act will be disciplined similarly. 

 4.  Impersonality.  Disciplinary action is not pointed toward a person; it is meant to elimi-
nate undesirable behaviors. 

  As noted, the hot stove rule assumes that the discipline applied will be impersonal. 
However, a serious question arises: whether every employee is equal. Is a newly hired em-
ployee with only a few weeks on the job and unfamiliar with company rules and programs 
the same as an employee with 20 years of job tenure? People, situations, and undesirable 
behaviors differ, and the hot stove rule, if followed to the letter, fails to recognize individ-
ual and situational differences. 

 Progressive Discipline 
 The  progressive pattern of discipline  is an approach in which a sequence of penalties 
is administered, each one slightly more severe than the previous one. In other words, the 
goal is to build a discipline program that progresses from less severe to more severe pun-
ishment. The objective of any progressive discipline program is to create and maintain a 
productive, responsive workforce. 36  
  One example of a progressive discipline approach applied to unexcused absences is the 
program used at Hudson Manufacturing. The progressive steps are outlined in Exhibit 16–5. 
Hudson’s progressive approach becomes especially harsh after three unexcused absences. It 
is important in any disciplinary system to formally record what the policy is and when and 
what action was taken. The Hudson approach does this. The courts are especially sensitive 
to the quality of records kept by management in using a progressive discipline approach. 
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The following steps have been recommended to document progressive disciplinary actions 
and managers’ good faith attempts to rehabilitate employees: 

 1.  Verbal warning.  After an employee argues with a customer, he or she receives a verbal 
warning from the supervisor and is informed that if the behavior occurs again within the 
next six months, a more serious consequence will result. 

 2.  Written warning.  Two months later, the same employee gets into an argument with a 
different customer and as a result, receives a written warning from the supervisor that is 
added to the employee’s HR file. 

 3.  Suspension.  A few weeks later, the employee argues with a third and different customer 
and is suspended from the job for a period of one week without pay. The supervisor 
warns the employee that if this behavior occurs again within six months of the suspen-
sion, the employee will be terminated. 

 4.  Termination.  One week after completing the suspension, the employee is seen arguing 
with another customer and is terminated from his or her job. 37  

 Positive Discipline 
 There are at least two basic problems with hot stove rules and progressive discipline: they 
focus on past behavior, and there is also a possibility that employees who are disciplined in 
a punitive way will not build commitment into their jobs or feel better about the job or the 
company. In contrast to those punitive approaches, there is another approach:  positive 
discipline  .  Advocates of the positive approach view it as future-oriented, as working with 
employees to solve problems so that problems do not occur again. 
  General Electric (GE) Meter Business Department in Somersworth, New Hampshire, 
uses a positive approach to discipline. 38  In General Electric’s system, there are written 
 reminders about behaviors and no warnings. A “decision-making leave” is the final 

EXHIBIT 16–5 
Hudson 
Manufacturing’s 
Progressive Discipline 
for Unexcused 
Absences

An unexcused absence is defined in the labor–management agreement Sec. 7, paragraph 12, 
pp. 9–181 as any absence not approved by the immediate manager of the employee. Hudson 
permits absence for personal illness, jury duty, vacation, and death in the family according to 
Sec. 7, paragraph 15, pp. 9–184 specifications. In each case the supervisor must be consulted.

Other absences must be approved before they occur. Failure to comply with the unexcused 
absence guidelines will be subject to the following:

•  First violation will result in an oral warning within 48 hours of return to work and a written 
record of the act being placed in the employee’s file.

•  Second violation will result in a written warning being placed in the employee’s file within 
48 hours of return to work.

•  Third violation will result in a two-week layoff without pay and a statement of the layoff being 
placed in the employee’s file.

•  Fourth violation will result in a two-week layoff without pay and a statement of the layoff 
being placed in the employee’s file.

•  Fifth violation will result in the immediate and permanent dismissal of the employee.

•  The record of unexcused absence will begin anew after three years. All unexcused absences 
on the record will be eliminated and a new file will begin every three years.

As suggested, it is important to document everything. Make sure that dates, times, 
participants in discussions, and process steps are documented. Every incident, communication, 
and application of discipline must be documented and the employee should be notified of 
exactly what has been documented. The employer must document, document, document. Too 
much documentation is much better than skimpy or no documentation.
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 disciplinary step, instead of suspension or termination. If the employee, after the leave, 
fails to commit to the rules and policies of the firm, he or she is then discharged. 
  A cross section of supervisors and line managers implemented GE’s positive discipline. 
The team developed a 12-phase communication program that included meetings, slide 
and tape presentations, brochures, and training to explain the program and its features to 
employees. In the first two years of the program, the number of formal disciplinary steps 
taken was significantly reduced compared with the previous period, when punitive disci-
pline was used. In the second year of the program, 3,295 counseling sessions were 
 conducted by supervisors to discuss a specific need for improvement and to gain the 
 employees’ agreement to make necessary corrections. The effectiveness of these meetings 
is demonstrated by the fact that only 65 oral reminders were issued. Seven employees were 
placed on decision-making leave; all seven returned without any need to discharge them. 
  Some of the employees’ comments on GE’s positive discipline program are: 

 • “I think whenever a company will treat us like adults, as individuals, it’s a good thing.” 

 • “It certainly is an improvement. . . . Now when you do something wrong . . . they talk 
with you rather than talk down to you. You feel like an adult.” 

 • “The decision-making leave with pay makes you feel guilty. I’d feel like a heel!” 

  In a survey regarding the effectiveness of positive discipline programs, human resource 
managers provided favorable reviews. 39  Participants indicated that positive discipline was 
fairly successful in obtaining either behavioral compliance or voluntary separation. They 
also reported that providing paid decision-making leave was ineffective in dealing with poor 
attendance problems; programs were modified to provide unpaid leave in those situations. 
  The positive discipline approach recognizes that people make mistakes. It deemphasizes 
punitive action by management, yet it still uses the most punishing consequence of all— 
 being discharged. 

 The Disciplinary Interview: A Constructive Approach 

 As previously mentioned, managers in some cases must tell an employee in clear terms 
that his or her behavior or job performance is below par. Suppose that this is accomplished 
through a discussion of poor performance, which is in essence a disciplinary interview. 40  
Several guidelines can help the manager accomplish a constructive discussion with the 
 ineffective performer. 

 1.  Root out the causes.  The manager needs to determine which problems are playing a role 
in the poor performance. This can be done by listening to the employee and to his or her 
co-workers and by observation of the employee on the job. 

 2.  Analyze the reasons for poor performance.  Examine such factors as 

   a . Lack of skill and training to do the job. 

   b . Low effort. 

   c . Situational circumstances beyond the employee’s control. 

 3.  Prepare for the disciplinary interview.  After analyzing possible causes and reasons for 
poor performance, prepare for the interview. Check the employee’s previous record and 
talk to previous supervisors about the employee. 

 4.  Conduct the interview with care and professionalism . 

   a . Keep it private—public criticism is too stark and often negative. 

   b .  Criticize selectively—emphasize job-related causes. Tell the employee what you 
think and try to avoid being aggressive. Stay calm and be polite at all times. 
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   c .  Let the employee speak—be a good listener; don’t rush the meeting. Allow the em-
ployee to give his or her side of the story. A good rule is to show you are listening by 
asking questions that indicate that you are receiving the message being delivered. 

   d .  Take one point at a time—don’t confuse points. Focus on one problem at a time. 

   e .  Attack the problem and not the person—in focusing on each point, remember to 
 attack the act and not the self-concept. 

 5.  Issuing the discipline . Prescribe the disciplinary steps to be taken in specific terms and 
with a specific timetable. Do not end the disciplinary interview until you are certain 
that  the employee understands the discipline and what is expected. Also, assure the 
 employee that his or her future performance will be judged without considering past 
problems, such as ineffective performance. 

 6.  Don’t expect to win a popularity contest . A person who administers discipline in an 
equitable and firm manner will not win popularity contests. However, this person will 
be respected, and a manager who is respected is invaluable to an organization. The 
 disciplinary interview is a serious part of the management job that unfortunately must 
be conducted regularly. 

  These few guidelines are designed to correct a problem or modify ineffective behaviors 
and are not intended to embarrass or publicly ridicule an employee. A constructive disci-
plinary interview can play an instrumental role in converting an ineffective performer into 
a productive member of the organization. 

 Legal Challenges to Discipline and Termination 

 As previously discussed, termination is the ultimate step for employers utilizing the hot 
stove rule, progressive discipline, or positive discipline. Each year, U.S. employers in the 
private sector fire about 3 million employees for noneconomic reasons. 41  Termination has 
many costs, both direct and indirect. One of the greatest costs is incurred through legal 
challenges. Research has indicated that the average jury award for wrongful discharge 
cases is $602,000 and that the average defense attorney’s fees exceed $125,000 per case. 42  
The following section addresses legal bases for wrongful discharge cases as well as alter-
native dispute resolution methods for avoiding litigation. 

 Employment at Will 
 The doctrine of  employment at will  originated in the 19 th  century and is based on the 
view that an employment contract is a private matter between free agents, an employee and 
an employer. In an employment-at-will situation, an employee is hired for an indefinite 
duration in the absence of a written contract, and either the employer or the employee may 
end the employment relationship for any reason at any time. Over time, however, federal 
and state laws have narrowed the employment-at-will concept and have created several 
exceptions. For example, as discussed in Chapter 3, EEO statutes prohibit organizations 
from terminating employees for discriminatory reasons. Three nonstatutory exceptions 
have been established by state courts: (1) violation of public policy, (2) the existence of an 
implied contract, and (3) covenant of good faith and fair dealing. 43  

 Public Policy 
 This exception argues that an employer cannot fire an employee for reasons that violate 
public policy. States adopting a broad public policy exception recognize violations when 
an individual is discharged for asserting a statutory right, refusing to commit an illegal act, 
or refusing to violate professional codes of ethics. 44  California was among the first states 
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HR Challenge (continued from page 503)

Jeremy Schultz, the HR vice president at Judge Incorporated, is reflecting on the results 
of his interviews with four supervisors this week. These supervisors are responsible for Al, 
Susan, Joyce, and Tom.
 Because of these four and many similar employees, Jeremy decides to set up a formal 
disciplinary system. In consultation with the supervisors and selected employees, he sets up 
in written form the rules of working at Judge. The performance evaluation system is 
strengthened to make the goals clearer.
 Jeremy runs some training sessions and communicates the new system to the employ-
ees. The new discipline system sets up a step-by-step process and a set of “costs”:

• First violation or problem: Counseling by supervisor.
• Second violation or problem: Counseling by supervisor and recording in personnel file.
• Third violation or problem: Disciplinary layoff.
• Fourth violation or problem: Discharge.

 For alcohol or drug problems, counseling at counseling centers is required, or discharge 
will result. Violations of the law result in discharge and prosecution.
 In all cases of disciplinary layoff, the employee will receive counseling from HRM. If there 
appear to be problems between supervisor and employee, Jeremy will serve as an ombuds-
man or alternative dispute resolution (ADR) will be used.
 With regard to Al, Susan, Joyce, and Tom, Jeremy recommends the following actions:

 Al  Transfer him to a new supervisor. There appears to be a personality conflict 
between Al and his supervisor. (The transfer did not help. Eventually, Al received a 
disciplinary layoff and later was terminated, in spite of counseling.)

 Susan  Ask her to join Alcoholics Anonymous. (She did and got her drinking problem 
under control.)

 Joyce  Watch for evidence that she is stealing. (When this evidence was clear, she was 
terminated and prosecuted. The judge gave her a suspended sentence.)

 Tom  Give him counseling about his behavior. (The supervisor later reported that Tom 
had become a better employee.)

recognizing a public policy exception. In  Petermann   v. Teamsters  (1959), the California 
Court of Appeals ruled that it was against public policy for the Teamsters’ Union to fire a 
business agent for refusing to give false testimony before a legislative committee. 45  In 
some states, such as Texas, refusing to commit an illegal act for which there are criminal 
sanctions is the only public policy exception recognized. In  Sabine Pilot Service, Inc. v. 
  Hauck  (1985), the Supreme Court of Texas held that “public policy, as expressed in the 
laws of this state and the United States which carry criminal penalties, requires a very 
 narrow exception to the employment-at-will doctrine.” 46  

 Implied Contract 
 States recognizing implied contract actions do so to uphold promises made by employers 
to employees. Courts interpreting this exception broadly have found implied promises of 
job tenure for employees with satisfactory performance records in employee handbooks, 
in personnel manuals, and in oral statements that an employee would not be discharged 
without just cause. For example, in  Pugh   v. See Candies, Inc.  (1981), the California 
Court of Appeals found an implied contract based upon the 32-year duration of the plain-
tiff’s  employment, his promotions and commendations, assurances he received, and the 
 employer’s personnel policies. 47  Other states such as Alabama only recognize implied 
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 contracts based upon written statements including those made in employee 
handbooks. 48  

 Good Faith and Fair Dealing 
 A small group of states have held that employers must deal with employees fairly and 
in good faith. When applied broadly, states such as Alaska apply the covenant of good 
faith and fair dealing to noncontractual at-will employment relationships and allow 
plaintiffs to sue in tort as well as in contract. More often, however, states have restricted 
this exception to contractual situations in which employees allege denial of earned 
 benefits. For example, in  Fortune v. National Cash Register  (1977), the Massachusetts 
Appellate Court held that an implied covenant of good faith and fair dealing existed in 
a written contract that reserved to the employer the right to fire an employee for any 
reason. 49  The employee in this case, a 61-year-old salesperson with 40 years of service, 
was able to prove that the employer fired him to avoid paying sales commissions on a 
multimillion-dollar order. 
  An employer’s best protection regarding at will is to include in the job application form, 
employee handbook, and job offer letters a statement regarding at will. The HR Journal on 
this page includes such a statement. 

 Alternative Dispute Resolution 
  Alternative dispute resolution (ADR)  refers to using methods other than formal court 
litigation to resolve a dispute. ADR became formally institutionalized in the United States 
in 1922 and has since been used most extensively in the labor–management arena; most 
unionized contracts contain some form of binding dispute resolutions. 50  

 Advantages and Methods 
 Overall, ADR is less time-consuming, less expensive, and more confidential than tradi-
tional litigation. Additionally, the nonadversarial nature of ADR makes it easier for the 
disputants to work together in the future. The four most common ADR methods used today 
include: 

 1.  Mediation.  An impartial third party is engaged by the disputants to assist them in nego-
tiating their own solution. 

 2.  Arbitration.  The parties submit their dispute to a neutral third party, who will rule on it. 
Arbitrators are chosen by the disputing parties on the basis of expertise. 

A straightforward statement that can be altered slightly 
to fit (1) a job application form, (2) a handbook sample, 
or (3) a job offer can be useful in displaying the intent of 
employers.

AT WILL JOB OFFER LANGUAGE:
I (NAME—employee) acknowledge that by accepting 
this job offer I will be an employee of (NAME— 
employer). I will be subject to dismissal or discipline 

without notice of cause. I understand that no represen-
tative of (company name), other than the president, 
has the authority and right to change the terms of 
 at-will employment and that any change that occurs 
must be accomplished in a formal, written employment 
contract.

______________________ _________________
Signature Date

HR Journal Signing Off on at-Will Employment
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 3.  Summary jury trial.  Lawyers for the parties present a brief synopsis of their case to a 
jury that, after deliberations, makes a nonbinding advisory decision. 

 4.  Minitrial  .  After both parties briefly present their case, a panel of senior executives from 
the firm, who are not involved and who usually have the help of an outside neutral 
 person, negotiate a resolution. 

  The American Arbitration Association handles over 140,000 cases each year. 51  Of these 
cases, most are resolved through using mediation or arbitration, although other methods 
such as minitrials are gaining in popularity. 

 ADR Programs in Organizations 
 McGraw-Hill has implemented an ADR program called Fast and Impartial Resolution 
(FAIR) for its more than 15,000 publishing, financial services, magazine, and broadcasting 
divisions in 35 locations. 52  The three-step FAIR program is voluntary and begins with 
bringing in a supervisor or human resources representative to resolve employment dis-
putes. If this initial step is unsuccessful, the parties then attempt mediation. If mediation 
fails, the dispute is then resolved through arbitration. 
  As the number of wrongful discharge cases filed and the amounts of jury awards have 
risen, companies are increasingly turning to  mandatory  binding arbitration to resolve em-
ployee disputes. Those companies adopting such programs include JCPenney, LensCrafters, 
Phillip Morris, and Chrysler Corporation. 53  The legality of compulsory arbitration when 
 applied to statutory claims, however, is an unsettled issue. 
  The Supreme Court first addressed mandatory arbitration agreements in  Alexander v. 
Gardner-Denver  Co. (1974). 54  In this case, the court held that a union could not waive 
an employee’s statutory right by including an agreement to arbitrate Title VII claims in its 
collective bargaining agreement. However, in  Gilmer   v. Interstate/Johnson Lane Corp.  (1991), 
the Supreme Court upheld mandatory predispute agreements to arbitrate age discrimina-
tion claims under the Age Discrimination in Employment Act. 55  The court emphasized that 
fraudulently induced and unfair agreements would be set aside. 
  Lower courts have subsequently addressed the issue of defining “fair” agreements. 
For example, in  Shankle   v. B-G Maintenance Management of Colorado, Inc. , the Tenth 
Circuit ruled that a mandatory arbitration agreement containing a fee-splitting provi-
sion was unenforceable. 56  The arbitration agreement at issue in this case contained the 
following provision: “I will be responsible for one-half of the arbitrator’s fees, and the 
company is responsible for the remaining half. If I am unable to pay my share, the com-
pany will advance the entirety of the arbitrator’s fees; however, I will remain liable for 
my one-half.” The court held that this provision served as a disincentive to arbitrate and 
rendered ADR ineffective and inaccessible due to the cost imposed on employees. The 
plaintiff in this case would have been responsible for $1,875 to $5,000 in arbitration fees. 
Courts have also found that mandatory arbitration is unfair when employers controlled 
lists of available arbitrators and failed to provide employees with arbitration rules and 
procedures. 57  
  The following guidelines have been suggested by labor and employment attorneys as 
minimum fairness requirements for mandatory arbitration agreements: 

 • Use arbitrators with labor/employment expertise. 

 • Make fair discovery methods available for employees. 

 • Employers should be responsible for costs. 

 • Employees should have a right to legal representation during arbitration proceedings. 

 • Written opinions must be provided by arbitrators. 

 • Arbitrators’ decisions should be subject to judicial review. 
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 Summary   Some of the most difficult human resource management problems involve handling diffi-
cult or ineffective employees. Guidelines for assessing the causes and how to deal with 
these situations follow: 

  1. Most deviant or difficult employees’ problems probably have multiple causes. Some 
of these are: 

  a . Problems of intelligence and job knowledge. 

  b . Emotional problems. 

  c . Motivational problems. 

  d . Physical problems. 

  e . Family problems. 

  f . Problems caused by the work group. 

  g . Problems originating in company policies. 

  h . Problems stemming from society and its values. 

  i .  Problems from the work context (for example, economic forces) and the work 
itself. 

  2. Categories of employees that cause discipline problems include 

  a . Ineffective employees. 

  b . Alcoholic and drug-abusing employees. 

  c . Participants in theft, crime, and illegal acts. 

  d . Rule violators. 

  3. The discipline process involves the following: 

  a . The employer establishes rules and goals. 

  b . These rules and goals are communicated to employees. 

  c . Employees’ behavior is assessed. 

  d . Undesirable behavior is modified, punished, and so on. 

  e . Depending on the behavior, its severity, and the number of offenses, an employee 
may be terminated. 

  4. For such problems as alcoholism and drug addiction, employers should concentrate on 
trying to modify the effects and advise rehabilitation and counseling. 

  5. For discipline systems to be effective, the disciplinary review must take place as soon 
after the action as possible. It must be applied consistently and impersonally. 

  Discipline is an area in which help is needed from many areas: supervisors, HRM, the 
work group, arbitrators, and top management. Each has a crucial role to play if the disci-
pline system is to be effective. 

 Key Terms  alternative dispute 
resolution (ADR) , p. 519  
 employee assistance 
programs (EAPs) , p.   507

 employee drug testing , 
p.   505
 employment at will , p.   517
 hot stove rule , p. 514  

 impairment testing , p.   506
 positive discipline , p.   515
 progressive pattern of 
discipline , p.   514
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  1. Why do you think so many employers offer EAP services to their employees? 
Explain. 

  2. Can violence in the workplace be totally eliminated? Why or why not? 

  3. What are the limitations of applying the hot stove rule to all employees? 

  4. How serious a problem is the substance-abusing employee at work? How should the 
substance-abusing employee be handled? 

  5. Discuss the legal implications of conducting drug tests on employees. Are impairment 
tests treated differently by the law than drug tests? 

  6. Why is employment at will treated differently in various states? 

  7. How serious is the problem of an employee who violates criminal laws? How should 
the employee be dealt with? 

  8. Describe the key elements in the progressive discipline process. 

  9. What actions can an organization initiate to better control employee theft and fraud? 

  10. Can employers require applicants/employees to sign mandatory arbitration agreements 
as a condition of employment? 

 Questions for 
Review and 
Discussion 

 Objective 
 The primary objective of this exercise is to permit individuals to decide whether actions taken 
by management are legally defensible under the employment-at-will concept. The exercise 
illustrates the importance of considering state laws when making termination decisions. 

 Set Up the Exercise 
 1. Form groups of six to eight students to analyze and discuss each of the following 

situations. 
 2. Groups should first identify employment-at-will exceptions recognized by courts in 

the state in which their college or university is located or in a state assigned by the 
instructor. To do this, students can use Exhibit 15–7 and websites such as FindLaw, 
http://www.findlaw.com, which contain state law information. 

 3. Each group should then determine whether the terminations described in the situa-
tions below are legally justified in their state. Then each group should prepare a brief 
statement explaining its decision and discussing any applicable employment-at-will 
exceptions. 

 4. Review each of the group decisions with the entire class. 

 Mr. Torosyan 
 Mr. Torosyan was hired as a chemist in a pharmaceutical company. At the time he was 
hired, the company’s employee handbook clearly stated that employees would not be 
fired without just cause. The handbook further detailed a process for appealing adverse 
employment decisions. The company later modified its manual to include a statement 
that employees were terminable at will. Mr. Torosyan was sent to a training seminar out 
of state and upon returning, he submitted an expense report that contained some un-
documented items that the company suspected were personal. He was subsequently fired 
for falsifying his expense report and was denied the option to appeal the termination de-
cision as outlined in the employee handbook. 

 Ms. Pressman 
 Ms. Pressman worked as a medical imaging technologist for a chemical company for four 
years. During her employment, Ms. Pressman learned that her supervisor was involved 
with a competing company’s medical imaging business on his own time. Because 

 EXERCISE 16–1 
 Making Difficult 
Decisions 

iva29120_ch16_502-527.indd Page 522  12/28/11  11:13 AM user-f462iva29120_ch16_502-527.indd Page 522  12/28/11  11:13 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 16  Managing Employee Discipline  523

 Application Case 16–1 

 The High Cost of Theft and Fraud 
 Owners and managers want to believe that their employees are honest, hardworking, and 
have only the company’s best interests at heart. And most employees do fit that description. 
There are some, however, who feel that they are entitled to an occasional box of pens or 
can run off unlimited copies from the company machine. These sorts of unintentional perks 
may go unnoticed by management, but they do add up. And the reality is that few compa-
nies recognize the deep bite that employee theft—big or small—can take out of a company’s 
profit margin. That is, until a major incident makes headlines or cuts into the company’s 
bottom line. 
  Take a nationally known beverage retailer, for example. This Pacific Northwest busi-
ness found success with premium coffee and expanded rapidly—so rapidly that it perhaps 
outgrew its internal controls. Managers no doubt kept an eye on employees to make sure 
they did not pass out free beverages to their friends. But despite internal controls, in 2001 
an employee created a fictitious consulting firm, submitted invoices to the beverage re-
tailer, and arranged for the retailer to send payments to a special post office box. In less 
than a year, this employee embezzled $3.7 million, using the money to buy a collection of 
automobiles, motorcycles, a yacht, real estate, three grand pianos, and a variety of other 
luxury goods. 
  That same year, a leading boat manufacturer filed suit against its former CFO, accusing 
him of embezzling $14 million in company funds over 16 years to finance his own stock 
purchases, to run three businesses, and to pay off personal credit card expenses. In 2005, a 
national office supply retailer began the year by firing four employees who were believed 
to have fabricated documentation for $3.3 million in invoices to the company. This fraud 
was uncovered only when a vendor complained that kickbacks were being demanded and 
that bills were being falsified. Fast-forward to 2009 when a mind-boggling case of 
 embezzlement hit a family-owned business in Milwaukee. A well-respected senior 
 employee was indicated for embezzling $31.5 million over a five-year period. The firm’s 
credit card company, American Express, was the first to identify the unauthorized transac-
tions  because it noticed that the employee was withdrawing large sums of company 
funds to pay off her personal credit card account. 

Ms. Pressman felt that this created a conflict of interest, she confronted her supervisor 
about it. Her supervisor became angry, gave her negative performance evaluations over 
the next year, and she was subsequently terminated for poor performance. During the 
previous three years, Ms. Pressman’s evaluations had consistently indicated that her 
 performance exceeded the company’s expectations. 

 Mr. Mansfield 
 Mr. Mansfield was a technician in the machine shop of Millfield Corporation. During his 
employment, he met at lunchtime, during breaks, and after work with employees, at-
tempting to persuade them to start and support a union. After six months of meetings, 
Mr. Mansfield was informed by his supervisor that he was fired. He was told that he had 
violated union organization procedures and was using the company premises without 
permission to organize a union. Therefore, because he had violated the rules about union 
organizing, he was terminated. 
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  Are these isolated incidents? Not according to the Association of Certified Fraud Exam-
iners (ACFE). In its “2010 Global Fraud Study,” the ACFE investigated fraud cases 
in the United States and in over 100 other countries and reported that organizations lose 
5 percent of their annual revenues (or, approximately $2.9 trillion) to fraud. 
  The ACFE study notes that fraud can happen at any level of a company, from the mail-
room employee to the account executive to the senior executive. While fraud is more prev-
alent at lower levels, the damage is usually more substantial when high-level executives are 
involved. The ACFE found that the median loss when owners/executives are involved 
($723,000) was more than six times the median loss caused by managers ($200,000) and 
more than nine times that involving lower-level employees ($80,000). 
  Despite the examples cited above, losses are not limited to major corporations. Small 
businesses are often the hardest hit by employee fraud. Almost half of the fraud cases 
 studied by the ACFE involved small businesses, with the median loss pegged at almost 
$100,000, a difficult amount for any company to lose, let alone a small business with 
 limited resources. 
  An effective control is to have a separation of duties whenever employees handle 
money. For instance, if one employee reviews invoices and authorizes payment, then a 
second employee should write and send the check, and yet another employee should recon-
cile the bank statements. 
  In addition to a separation of duties, redundancy is also a powerful control. This means 
having more than one person look at the same transaction. For example, checks should be 
cosigned rather than authorized by only one person, and multiple employees should have 
responsibility for overseeing specific bank accounts preventing one employee from “lap-
ping” or moving funds from account to account ahead of any audit so that no irregularities 
are detected. 
  Centralized processes also allow tighter control. When procurement is centralized, em-
ployees in satellite offices are not able to buy more than needed and then resell or return 
items for cash. When inventory is centralized, employees know that the company’s assets 
are tracked and monitored. 
  Internal controls should also be used to detect fictitious vendors. In addition, processes 
should be in place to verify that vendors exist, that they are performing their duties for the 
company, and that payment is in line with the services provided. 
  While internal controls are vital, they are not the only way to detect and to discourage 
employee fraud. In fact, today more fraud is found by accident than through the 
strength of internal controls. However, neither tops the list of how fraud is detected. 
The ACFE found that almost 40 percent of fraud is discovered through tips, the majority 
of which come from employees. Customers, vendors, and anonymous callers are also 
good sources. 
  Another mechanism for controlling employee fraud is to institute careful hiring prac-
tices, although this approach is less effective than strong internal controls or a forum for 
tips. Unicru, a company that specializes in helping other companies recruit and hire em-
ployees, has found that 70 percent of “internal shrinkage,” or theft by employees, is carried 
out by people who are on the job for less than 30 days. Eliminating job candidates who 
have a track record of holding prior jobs for fewer than 90 days is one way to limit expo-
sure to shrinkage. 
  Checking job applicants for criminal backgrounds makes good business sense. However 
the ACFE found that only 15 percent of the fraud-committing employees had a previous 
conviction. In addition, employment-screening processes may vary from country to coun-
try, which can be challenging for large, multinational firms. Weeding out bad apples is 
important, but not nearly as important as setting up internal systems to discourage fraud 
before it begins. 
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 Discussion Questions 

 1. How do internal controls such as separation of duties, redundancy, and centralized pro-
cesses discourage employees from committing fraudulent acts? 

 2. Why are some small businesses more susceptible to employee fraud and theft? 
Explain. 

 3. Given that the ACFE “2010 Global Fraud Study” reported that employee tips were 
the most common way that fraudulent acts are discovered, how can an organization 
encourage honest employees to report fraudulent behavior committed by co-workers, 
supervisors, clients, or vendors? 

 4. How important is it for an organization to have a code of conduct that defines fraudulent 
behavior and what happens to those individuals who commit such acts? 

  Sources : Adapted from Association of Certifi ed Fraud Examiners, “2010 Global Fraud Study,” 
http://www.acfe.com/rttn/rttn-2010.pdf (accessed on August 2, 2011); Curtis C. Verschoor (June 2010), 
“Small Company Suffers Massive Embezzlements,”  Strategic Finance , Vol. 91, Iss. 12, pp. 11–14; 
Cary  Meiners (April 2005), “Detecting and Eliminating the Unintentional Perk,”  Risk Management , 
pp. 50–53;  “Embezzlement/Employee Theft” (February 2005), http://www.mw3c.org. 
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 17 
Chapter

 Promoting Safety 
and Health 

 Learning Objectives 

 After studying this chapter you should be able to: 

 1.  Define  safety and health hazards. 

 2.  Examine  the causes of work-related accidents and illnesses. 

 3.  Explain  the legal environment of occupational health and safety 
 regulations, including OSHA and its proposed amendments. 

 4.  Analyze  the impact of stress, violence, IEQ, AIDS, and repetitive motion 
injuries on the workplace. 

 5.  Calculate  the costs and benefits of an organizational health and safety 
program. 
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 HR Challenge 

 Ted Spengler was on cloud nine. Ever since he graduated from Kendall State University with 
a degree in business administration five years ago, he had been waiting for a chance to 
transfer to the human resources department. He had paid his dues and spent three years on 
a job rotation program to learn the business. He had spent the next two years as a supervi-
sor in the plant. He felt ready for the next step in his career plan—to eventually become a 
human resource director. 
  Ted worked for Fort Technical Systems, a growing firm that manufactured computer 
boards. The technology included minute craftsmanship and the use of caustic chemicals as 
cleaning agents for the computer chips. Two hundred employees worked in the plant as 
skilled technicians and assemblers. Another hundred support staff people included shippers, 
clerks, administrative assistants, salespeople, and so forth. The company had a reputation as 
a good place to work. 
  In order to comply with the federal Occupational Safety and Health Act and state safety 
regulations, the human resources department had created a slot called safety director. That’s 
the job that Ted had landed. He remembered studying about the importance of occupa-
tional safety and health in his introductory human resource class at Kendall, but he hadn’t 
had any other special courses. He had read over the job description for his new position, 
however, and realized that he would have his hands full. 
  First, he was in charge of compiling all statistics on workplace accidents and fatalities. He 
had to correlate statistics on absenteeism with medical claims under Kendall’s disability 
 insurance plan. Reports were to be shared monthly with the human resource director, Fred 
Wayne, and the plant manager, Zhao Wen, at the Safety Committee meetings. It looked as 
though tons of forms had to be filed with OSHA and a couple of state agencies. Ted also 
was assigned the tasks of developing a new safety training program for the technicians who 
handled dangerous chemicals, finding a new supplier for the special protective gloves worn 
for cleaning chips, drafting an AIDS policy for Fort, and revising the cost–benefit analysis of 
its new wellness program. Ted rolled up his sleeves and thought, “What should I do first?” 

529

 This chapter covers the important topics of workplace safety and health. Historically, the 
manufacturer’s workplace, the factory, was filled with risks like dangerous machinery and 
poor lighting and in mines, for example, not only was every miner subjected to high risk of 
death by floods, cave-ins, and poison gas, but all were susceptible to a form of emphysema 
called black lung disease. Many workers were locked into their factories in unsanitary and 
unsafe conditions. Fire claimed the lives of hundreds of workers near the turn of the cen-
tury in the United States. The modern service industry’s office workplace can be just as 
hazardous, with high levels of stress and repetitive motion disorders such as carpal tunnel 
syndrome. And the risks present in manufacturing have been matched by accidents like the 
fire in a poultry plant in North Carolina—a disaster that killed workers who were trying 
to escape through locked fire exits. 

 Background 

 It is important to differentiate between occupational safety hazards and health hazards. 
 Safety hazards  are aspects of the work environment that have the potential of causing 
 immediate and sometimes violent harm or even death. Examples of safety hazards include 
poorly maintained equipment, unsafe machinery, exposure to hazardous chemicals, and 
so on. Potential injuries include loss of hearing, eyesight, or body parts; cuts, sprains, 
burns, bruises, and broken bones; and electric shock.  Health hazards  are aspects of the 
work environment that slowly and cumulatively (often irreversibly) lead to deterioration 
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of health. The person may develop a chronic or life-threatening illness or become perma-
nently disabled. Typical causes are physical and biological hazards, toxic and carcinogenic 
dusts and chemicals, and stressful working conditions; these can cause cancer, heavy-metal 
and other poisoning, respiratory disease, and psychological disorders like depression. 
  Safety and health hazards in the workplace can harm others as well as employees. In 
December 1984 the worst industrial accident in history occurred: Poisonous methyl iso-
cyanate gas leaked from a storage tank at a Union Carbide (purchased by Dow Chemical in 
2001) plant in Bhopal, India, killing 3,000 people (both employees and people living near 
the plant). Another 300,000 were injured. 1  The accident was the result of operating errors, 
design flaws, maintenance failures, and training deficiencies. 
  Union Carbide was sued for billions of dollars; compensation settlements totaled 
$1 billion. In many of the lawsuits, Union Carbide’s own 1982 safety report on the plant 
has been used because it noted “a higher potential for a serious accident or more serious 
consequences if an accident should occur.” Also: 

 That report “strongly” recommended, among other things, the installation of a larger system 
that would supplement or replace one of the plant’s main safety devices, a water spray 
 designed to contain a chemical leak. That change was never made, plant employees said, and 
[when the leak happened] that spray was not high enough to reach the escaping gas. 2  

  Another example of safety and health hazards at the workplace can be traced to Manville 
Corporation’s manufacture of products with a toxic substance known as asbestos. The sub-
stance is a mineral that was once widely used in piping, brake, and insulation products. 3  
Thousands of people claimed to have contracted respiratory diseases as a result of contact 
with the substance; for many, the diseases did not manifest symptoms until many years after 
exposure. 4  The complicated aspect of this case was that early reports indicated that asbestos 
dust was harmful to humans and yet the products continued to be manufactured and sold. 5  
These decisions not only affected the thousands of victims and their families, but also led 
to product liability judgments that forced Manville to reorganize under Chapter 11 of the 
Federal Bankruptcy Code in August 1982 and to turn over approximately 80 percent of 
common stock, $1.6 billion in accounts receivable, and approximately $1 billion in cash. 6  
To this day, lawsuits continue to be filed against this company on behalf of those individuals 
affected by the mineral fiber. 
  Job hazards span all levels of the economy: “Trench cave-ins, toxic chemicals, infectious 
diseases, video display terminals, and job design problems put millions of U.S. workers at 
risk of injuries and illnesses.” 7  Statistics on workplace safety and health hazards are open to 
debate. For example, although the Bureau of Labor Statistics started compiling statistics on 
injury and fatality rates in the iron and steel industry in 1912, it was not until the passage of 
the Occupational Safety and Health Act (OSHA) in 1970 that recording and reporting of 
occupational safety and health statistics became mandatory. Since 1972, the bureau has 
conducted an annual survey of 280,000 private sector organizations, which is used to 
 compile reports on injuries, illnesses, and fatalities. In 2009, there were 3.3 million nonfatal 
injuries and illnesses in the private sector alone, with approximately 1.1 million involving 
days away from work (i.e., lost work time). 8  Exhibit 17–1 lists some of the key findings 
 regarding this important safety and health issue. 
  At a time of record participation in the labor force, the incidence of occupational injury 
and illness has been decreasing. Two factors that account for the decrease are (1) enhanced 
job safety training over the past 20 years and (2) greater compliance with safety and health 
standards by both employers and employees. 
  About 15 workers are killed in American workplaces each day. Fatal injuries at work 
can often be traced to hazardous or unsafe work conditions and practices. It is impossible 
to fully assess the scope of these events. But to narrow this information gap, the Bureau of 
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Labor Statistics has designed a Census of Fatal Occupational Injuries (CFOI) to generate 
verified counts of fatal work injuries along with information on how the injuries 
occurred. 9  
  In 2009, 4,551 people died as a result of work-related injuries in all sectors of the econ-
omy. This represented a 13 percent decrease from 2008. It was reported that this decline in 
fatal injuries was due to a decrease in the number of job-related deaths from highway inci-
dents. Although lower than the previous year, transportation and highway fatalities contin-
ued to be the leading cause of on-the-job deaths in 2009. The second most common cause 
of death comes from falls experienced on the job, including when workers fall from one 
level to a lower level (e.g., off a ladder). The third leading cause of work-related fatalities 
was homicide. From 2007 to 2009, the total number of homicides in the United States has 
dropped from 628 to 542, which represents a 14 percent decrease. 10  
  Victims of those workplace homicides were most likely to be store personnel, gas station 
attendants, or taxicab drivers. About 10 percent were police officers or security guards killed 
in the line of duty. Homicide is the number 1 cause of workplace fatalities for self-employed 
people and for several minority groups (African Americans, Hispanics, Asian and Pacific 
Islanders) because they are more likely to be employed in high-risk occupations. 
  Accidents, illnesses, and fatalities are not evenly distributed among occupations in the 
United States. Employees facing serious dangers to their health and safety include police, 
firefighters, miners, construction and transportation workers, meatpackers, sheet metal 
workers, manufacturers of recreational vehicles, lumber workers and woodworkers, and 
others employed in manufacturing and agriculture. 
  Regardless of type, all of these events are tragic for the employees and their families, co-
workers, and employers. There is pain at the time of the accident, and there can be psycho-
logical problems later for the families of both survivors and victims who die. In addition to 
pain, suffering, and death, there are also directly measurable costs to both employee and em-
ployer. In 2009, a total of 1.2 million injuries and illnesses in private industry forced workers 
to be away from work, while injuries and illnesses forced another 980,000 workers to be  either 
transferred or placed on restricted work activity. 11  Occupational health and safety issues 

EXHIBIT 17–1 
Nonfatal 
Occupational Injuries 
and Illnesses: Key 
Findings for 2009 for 
Private Industry

Source: Bureau of Labor 
 Statistics (November 2010), 
U.S.  Department of Labor.

Which jobs have the most lost work time associated with them due to injuries/illnesses?
1. Laborers and freight, stock, and material movers
2. Nursing aides, orderlies, and attendants
3. Janitors and cleaners
4. Truck drivers, heavy and tractor-trailer
5. Police and sheriff’s patrol officers

When do most injuries and illnesses occur? During the day (8–4 p.m.) shift, Monday–Friday, and 
between the 2nd and 4th hour after arriving to work.

Which injuries/illnesses cause employees to miss the most work days (and for how many days on 
average)?

1. Fractures (30 days)
2. Carpal tunnel syndrome (21 days)
3. Amputations (21 days)
4. Tendonitis (14 days)
5. Multiple injuries (9 days)

Do men or women miss more work days due to injuries or illnesses? Men do. They accounted for 
66 percent of all missed days in 2009.

Do older workers have more days away from work due to injuries/illnesses? Yes, but not by much. 
Workers aged 65 and older averaged 13 missed days of work due to injuries or illnesses, 
compared to 35- to 44-year-olds who missed an average of 9 days per year.

HRMemo In 2011, 
the Occupational 
Safety and Health 
 Administration (OSHA) 
had more than 2,300 
employees and a 
requested budget of 
$583 million. Since 
its inception in 1971, 
OSHA has helped 
decrease workplace 
fatalities by 60 per-
cent and injury 
and illnesses by 
40 percent.

Sources: Laura Walter 
 (February 15, 2011), 
“FY 2012 Budget Request 
Includes $583 Million 
for OSHA,” EHS Today, 
http://www.ehstoday.com 
 (accessed on August 5, 
2011); U.S.  Department of 
Labor,  Occupational Safety 
and Health Administration,  
http://www.osha.gov 
 (accessed on August 5, 2011). 
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are responsible for the direct costs of workers’ compensation and indirect costs of lost 
 productivity for enterprises. The direct cost associated with workers’ compensation claims to 
U.S. businesses has averaged about $70 billion each year. 12  Other indirect costs not included 
in the calculation include damage to plant and equipment, costs of replacement employees, 
and time costs for supervisors and human resource staff members investigating and reporting 
the accident or illness. Because of both the humanitarian desire of management to reduce 
suffering and the huge direct and indirect costs of occupational accidents, deaths, and 
 illnesses, the effective enterprise tries hard to create safe and healthy conditions at work. 
  Until recently, the typical response to concern about health and safety was to compen-
sate the victims of job-related accidents with workers’ compensation and similar insurance 
payments. This chapter will discuss various compensation approaches and organizational 
programs designed to prevent accidents, health hazards, and deaths at work. 

 Causes of Work-Related Accidents and Illnesses 

 Work-related accidents and illnesses have many causes. The major causes of occupational 
accidents are 

 • Tasks. 

 • Working conditions. 

 • Nature of the employees. 

  Examples of causes related to the task and working conditions include poorly designed or 
inadequately repaired machines, lack of protective equipment, and the presence of dangerous 
chemicals or gases. Other working conditions that contribute to accidents include excessive 
work hours, leading to fatigue; noise; lack of proper lighting; boredom; and horseplay and 
fighting. The National Institute for Occupational Safety and Health (NIOSH) is charged with 
finding out more about the causes of accidents and occupational health hazards. 
  There are data to indicate that some employees have more accidents than the average. 
Such a person is said to be an  accident repeater  .  Employees who (1) are under 30 years 
of age, (2) lack psychomotor and perceptual skills, (3) are impulsive, and (4) are easily 
bored are more likely than others to have accidents. 13  Although some believe accident-
proneness can be measured by a set of attitude or motivational instruments, most experts 
who have examined the data carefully do not believe that attitudinal and motivational 
“causes” of accidents significantly influence accident rates. We need to know much more 
about  accident-proneness before such serious actions as attempting to screen out the 
accident-prone person are implemented. 

 Who Is Involved with Safety and Health? 

 As with other HRM functions, the success of a safety and health program requires the sup-
port and cooperation of managers. But it is more complicated than that. In some organiza-
tions, safety is a separate function, though both managers and staff still have their parts to 
play to protect employees. 
  Top management must support safety and health with an adequate budget. Managers 
must give it their personal support by talking about safety and health with everyone in the 
firm. Acting on reports about safety is another way top managers can be involved in these 
efforts. Without this support, the effort to ensure safety and health is hampered. Some 
 organizations have responded to the environmental problems that can increase accidents, 
deaths, and disabilities by placing the responsibility for employees’ health and safety with 
the chief executive officer of the organization: the hospital administrator, the agency 
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 administrator, the company president. This is the approach taken by most smaller organiza-
tions that are concerned about health and safety. Operating managers are also responsible, 
since accidents and injuries will take place and health hazards will exist in the work unit. 
They must be aware of health and safety considerations and cooperate with the specialists 
who can help them reduce accidents and occupational illnesses. In larger and some 
 medium-sized organizations, there is a safety unit in the HR department. This chapter will 
illustrate what a safety and health specialist does. 
  The success of the safety program rests primarily on how well employees and managers 
follow and comply with safety rules and regulations. Often, this relationship is formalized 
in the creation of a safety committee consisting of the safety specialist, representative 
 employees, and managers. Usually there are two levels of safety committees. At the policy 
level is the committee made up of major division heads; this committee sets policy and 
rules, investigates major hazards, and has responsibility for the budget. At the departmental 
level, both supervisors and employees are members. Safety committees are concerned with 
the organization’s entire safety program: inspection, design, record keeping, training, and 
motivation. The more people who can be involved through the committees, the more likely 
that the program will be successful. 
  Finally, the government inspector plays a role in keeping the organization on its toes 
regarding the safety of the employees. 
  A number of environmental factors are important for the health and safety of employees. 
Probably the most crucial factor is the  nature of the task  ,  especially as it is affected by 
the technology and working conditions of the organizational environment. For instance, 
health and safety problems are a lot more serious for coal miners—whose working condi-
tions require them to breathe coal dust in the air—than for an office employee. An X-ray 
technician has a much greater chance of getting cancer as a result of working conditions 
than does an elementary school teacher. 
  A second vital factor is  employees’ attitudes  toward health and safety. Attitudes can 
vary from concern for safety and cooperation regarding safety programs to apathy. If 
 employees are apathetic, the best employer or safety program and the most stringent safety 
inspection by the government or the safety specialists in the HR department will not 
 improve conditions. 
  The third factor affecting health and safety programs is economic conditions. We would 
accept the worst possible assumptions about human nature if we believed that any em-
ployer  knowingly  would choose to provide dangerous working conditions or would refuse 
to provide reasonable safeguards for employees. But there is a lack of knowledge about the 
consequences of some dangerous working conditions, and even when there is such knowl-
edge, economic conditions can prevent employers from doing all they might wish. 
  A fourth factor is the  unions.  Many unions have been very concerned about the safety 
and health of their members and have pressured employers in collective bargaining for bet-
ter programs. Some unions have taken extraordinary steps to protect their members’ health 
and safety. For example, the United Rubber Workers’ contract calls for a study of effects of 
benzene on people exposed to it. The Oil, Chemical, and Atomic Workers Unions have 
been subsidizing medical interns and residents to study occupational health conditions in 
plants where their members work. Unions also have used their political power to get legis-
lation passed to improve the safety and health of members. 
  A fifth factor is  management’s goals.  Some socially responsible managers and owners 
had active safety programs long before the laws required them. They made safety and 
health an important strategic goal and implemented it with significant safety considerations 
designed into the enterprise’s layout. The safety programs included statistics, contests, and 
training sessions. Other managers, not so safety-conscious, did little other than what was 
required by law. Thus, managerial attitudes play a large part in the significance of the 
 enterprise’s health and safety program. 
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  A final factor affecting health and safety on the job is  government.  For years federal and 
state governments have attempted to legislate to improve occupational safety and health. 
The government has tried to take a leading role in holding an organization responsible for 
prevention of accidents, disabilities, occupational illnesses, and deaths related to hazards in 
the workplace. 

 Governmental Responses to Safety and Health Problems 

 Before 1970, there was a widespread feeling across all sectors of American society that 
private organizations were not doing enough to ensure safe and healthy working condi-
tions. The federal law in effect, the Walsh-Healy Act, was thought to be too weak or inad-
equately enforced, and state programs were incomplete, diverse, and lacking in authority. 
In 1936 alone 35,000 workplace deaths were reported. Lobbying by unions and employees 
led to the passage of several federal laws related to specific occupations, like the Coal 
Mine Health and Safety Act of 1969. This movement toward federal supervision of health 
and safety programs culminated in the passage of the  Occupational Safety and Health 
Act  in 1970. The basic requirements of OSHA are presented in Exhibit 17–2. In the year 
that OSHA became law, an estimated 14,200 workers died, 2.2 million suffered disabili-
ties, and another 300,000 to 500,000 suffered from occupationally induced illnesses. 14  
  The act, administered by the  Occupational Safety and Health Administration 
(OSHA)  of the Department of Labor, also created the National Institute of Occupational 
Safety and Health (NIOSH) to conduct research and develop safety and health standards 
for the workplace. The law was the product of three years of intensive legislative lobbying 
designed to remedy safety problems on the job and provide employment “free from recog-
nized hazards.” OSHA provisions originally applied to 4.1 million businesses and 57 mil-
lion employees in almost every organization engaged in interstate commerce. 15  
  OSHA has been enforced by federal inspectors or in partnership with state safety and 
health agencies. It encourages the states to assume responsibility for developing and admin-
istering occupational safety and health laws and carrying out their own statistical programs. 
Before being granted full authority for its programs, a state must go through three steps. First, 
the state plan must have the preliminary approval of OSHA. Second, the state promises to 
take “developmental steps” to do certain things at certain times, such as adjusting legislation, 
hiring inspectors, and providing for an industrial hygiene laboratory. OSHA monitors the 
state plan for three years, and if the state fulfills these obligations, the third step is a trial 
 period at full enforcement levels for at least a year. At the end of this intensive evaluation 
period, a final decision is made by OSHA on the qualifications of the state program. 
  If OSHA and the employer fail to provide safe working conditions, employees as indi-
viduals or through their unions can seek injunctions against the employer to force it to do 
so or submit to an inspection of the workplace. The employer cannot discriminate against 
an employee who takes these actions. OSHA has many requirements, but the three that 
most directly affect most employers are 

 • Meeting safety standards set by OSHA. 

 • Submitting to OSHA inspections. 

 • Keeping records and reporting accidents and illnesses. 

 OSHA Safety Standards 
 OSHA has established safety standards, defined as “practices, means, operations, or pro-
cesses, reasonably necessary to provide safe . . . employment.” The standards can affect any 
aspect of the workplace; new standards were established or proposed, for example, for such 
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factors as lead, mercury, silica, benzene, talc dust, cotton dust, asbestos, and general health 
hazards. The standards may be industrywide or may apply only to a specific enterprise. 
  The assistant secretary of labor revises, modifies, or revokes existing standards or 
 creates new ones on his or her own initiative or on the basis of petitions from interested 
parties (employees or unions). The National Institute of Occupational Safety and Health 
in the  Department of Health and Human Services (HHS) is responsible for doing research 
from which standards are developed and for training those involved to implement them. 
Federal or national standards (such as those of the National Fire Protection Association) 
have also become OSHA standards. And temporary emergency standards can be created 
for imminent danger. Employers may be granted temporary variances by showing inability 
to comply with a standard within the time allowed if they have a plan to protect  employees 
against the hazard. 

EXHIBIT 17–2
Job Safety and 
Health Protection 
Requirements per 
OSHA

Source: OSHA Bulletin.

The Occupational Safety and Health Act of 1970 provides job safety and health protection for 
workers through the promotion of safe and healthful working conditions throughout the nation. 
The Occupational Safety and Health Administration (OSHA) of the Department of Labor has 
the primary responsibility for administering the Act. OSHA issues occupational safety and health 
standards, and its Compliance Safety and Health Officers conduct jobsite inspection to ensure 
compliance with the Act. Requirements of the act include the following:

Employers:

Each employer must furnish to each employee employment and a place of employment free 
from recognized hazards that are causing or are likely to cause death or serious harm to 
employees, and shall comply with occupational safety and health standards issued under the Act.

Employees:

Each employee shall comply with all occupational safety and health standards, rules, regulations, 
and orders issued under the Act that apply to his or her own actions and conduct on the job.

Inspection:

The Act requires that a representative of the employer and a representative authorized by the 
employees be given an opportunity to accompany the OSHA inspector for the purpose of aiding 
the inspection.

Complaint:

Employees or their representatives have the right to file a complaint with the nearest OSHA office 
requesting an inspection if they believe unsafe or unhealthful conditions exist in their workplace. 
The Act provides that employees may not be discharged or discriminated against in any way for 
filing safety and health complaints or otherwise exercising their rights under the Act.

Citation:

If upon inspection OSHA believes an employer has violated the Act, a citation alleging such 
violations will be issued to the employer. Each citation will specify a time period within which the 
alleged violation must be corrected.

Proposed Penalty:

The Act provides for mandatory penalties against employers of up to $7,000 for an “other than 
serious” violation. Penalties of up to $1,000 per day may be proposed for failure to correct violations 
within the proposed time period. Also, any employer who willfully or repeatedly violates the Act may be 
assessed penalties of up to $70,000 for each violation. Criminal penalties are also provided in the Act.

Voluntary Activity:

While providing penalties for violations, the Act also encourages efforts by labor and 
management, before an OSHA inspection, to reduce injuries and illnesses arising out of 
employment. Such cooperative action would initially focus on the identification and elimination 
of hazards that could cause death, injury, or illness to employees and supervisors.
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  The employer is responsible for knowing what these standards are and abiding by them. 
This is not easy. The  initial  standards were published in  the Federal Register  and interpreta-
tions of the standards are issued yearly  by volume . The responsible manager is subject to 
thousands of pages of such standards. If they are not met, an organization can be shut down, 
and the responsible manager can be fined or jailed for not meeting OSHA’s standards. 

 OSHA Inspections 
 To make sure the law is obeyed, OSHA inspectors visit places of employment, on their 
own schedules or on invitation of an employer, union, or employee. An employee who 
 requests an inspection need not be identified to the employer. If the employing organiza-
tion is found guilty of a violation, then a penalty can be imposed on the organization. 
OSHA inspectors visit the organization to assess whether they are complying with safety 
and health laws and keeping accurate records. If not, there are several types of sanctions 
that may be proposed by the OSHA inspectors, including: 

 •  “Other than serious” violation:  A violation linked to job safety and health, but proba-
bly wouldn’t cause death or serious physical harm. A $7,000 penalty can be levied for 
each violation; 

 •  “Serious” violation:  A violation which can lead to death or serious physical harm. A 
mandatory penalty of $7,000 per violation is proposed; 

 •  “Willful” violation:  Employer knowingly commits a violation without regard to the law. 
Penalties of up to $70,000 for each act can be proposed. If the violation results in the 
death of an employee, imprisonment of up to 6 months or a fine up to $500,000 may be 
proposed; and, 

 •  “Repeated” violation:  If a violation is not addressed, then upon reinspection, a fine of 
$70,000 can be levied for each violation. 

  OSHA inspections are not necessarily limited to the traditional workplace. According to 
the Bureau of Labor Statistics, nearly 37 million people in the United States performed 
some part of their primary job at home in 2010. 16  With so many home-based workers, does 
this mean that OSHA should treat these home offices just like they do other work sites? At 
the very least, this would mean that OSHA would reserve the right to conduct inspections 
of those parts of workers’ homes dedicated to work activity. So far, public opinion is op-
posed to this potential intrusion into private lives. But, contrary to the perception that 
homes are much safer than work environments, some data are starting to emerge that indi-
cate an increase in the number of home office injuries. The American Society of Safety 
Engineers (ASSE) reports that injuries often occur in homes due to falls, improper wiring, 
poor air quality, eyestrain, and fire. 

 OSHA Record Keeping and Reporting 
 The third major OSHA requirement is that the employer keep standardized records of 
 illnesses and injuries and calculate accident ratios. These are shown to OSHA compliance 
officers who ask to see them. Accidents and illnesses that must be reported are those that 
result in deaths, disabilities that cause the employee to miss work, and injuries that  require 
treatment by a physician. An OSHA guide to when to report and record an illness, injury, 
or death is shown in Exhibit 17–3. Injuries or illnesses that require only first aid and 
 involve no loss of work time need not be reported. To avoid reporting incidents, employ-
ers go to great lengths to categorize them as “minor injuries,” trying to treat them through 
first aid and keeping the employee on the job (even a make-work job). Reporting might 
lead to an OSHA inspection or raise their workers’ compensation insurance rates. The 
employer must also report accident frequency and severity rates. The firm must post 

HRMemo According 
to OSHA, the most 
frequently cited 
violations of the 
agency’s standards 
from 2009 to 2010 
include (in descending 
order of frequency) 
(1) scaffolding, 
(2) fall protection, 
(3) hazard 
communication, 
(4) respiratory 
protection, 
(5) ladders, 
(6) lockout, 
(7) electrical, wiring 
methods, (8) powered 
industrial trucks, 
(9) electrical, general 
requirements, and 
(10) machine 
guarding.

Source: http://www.osha.
gov/top_ten_standards.html.
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OSHA Form 102—a summary of the report of injuries and illnesses—in a prominent 
place at work. 
  With a record OSHA budget request of $583 million in 2012, President Obama is 
 continuing to change OSHA’s role from one of “voluntary compliance and cooperative 
programs to more aggressive enforcement and an ambitious regulatory agenda.” 17  For 
 example, the Severe Violators Enforcement Program (SVEP) was established whereby 
 inspectors are being directed to audit employers’ safety records that have a history of “will-
ful, repeated, or failure-to-abate.” 18  Also, OSHA is in the process of hiring of 25 additional 
inspectors and transferring 35 employees from compliance assistance to enforcement 
positions. 

 OSHA: A Report Card 19  
 Due to OSHA more employees are likely to exercise their rights concerning business 
hazards: 

 • Right to request an OSHA inspection. 

 • Right to be present during the inspection. 

 • Right to protection from reprisal for reporting the company to OSHA. 

 • Right to access his or her company medical records. 

 • Right to refuse to work if there is a real danger of death or serious injury or illness from 
job hazards. 

Results from a work
accident or from an
exposure in the work
environment and is

Does not result from
a work accident or
from an exposure in
the work environment

Case must 
be recorded

Medical
treatment (other
than first aid)

Loss of 
consciousness

Restriction of
work or motion

Transfer to
another job

None of these

Case is not
recorded

A death An illness
An injury that
involves

If a case
Note: A case must involve
a death, an illness, or an
injury to an employee

EXHIBIT 17–3 Guide for Reporting and Recording Accidents, Illnesses, and Deaths
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  What can a manager or HRM specialist do to help keep the enterprise in compliance 
with OSHA? The HR specialist should know the standards that apply to the organization 
and check to see that they are being met. HRM is also responsible for keeping OSHA re-
cords up to date and filing them on time. The operating manager must know the standards 
that apply to his or her unit or department and see that the unit meets the standards. As citi-
zens, all managers should see to it that OSHA is effective at the organization. But they can 
also write their congressional representatives to improve it so that: 

  Standards are understandable and focus on important items. 

  Advisory inspections are permitted. 

  Records and reports are minimized, efficient, and correct. 

 Organizational Responses to Safety and Health Issues 

 The safety department or unit and the safety committee can take a number of approaches to 
improving the safety of working conditions: 

 1. Prevention and design. 

 2. Inspection and research. 

 3. Training and motivation. 

 Safety Design and Preventive Approaches 
 Numerous preventive measures have been adopted by organizations in attempts to improve 
their safety records. One is to design more safety into the workplace through safety engi-
neering. Engineers have helped through the study of human factors engineering, which 
seeks to make jobs more comfortable, less confusing, and less fatiguing. This can keep 
employees more alert and less vulnerable to accidents. 
  For example, safety engineers can design safety into the workplace using an analytical 
design approach. This total design approach analyzes all factors involved in the job, including 
such factors as speed of an assembly line, stresses in the work, and job design. On the basis 
of this analysis, steps are taken to improve safety precautions. Protective guards are designed 
for machinery and equipment. Color coding warns of dangerous areas. Standard safety 
 colors, which should be taught in safety class, include gray for machinery and red where an 
area presents danger of fire. Other dangers may be highlighted by bright orange paint. 

 Inspection, Reporting, and Accident Research 
 A second activity of safety departments or specialists is to inspect the workplace with the 
goal of reducing accidents and illnesses. The safety specialist is looking for a number of 
things, including answers to these questions: 

  Are safety rules being observed? How many near misses have occurred? 

  Are safety guards, protective equipment, and so on being used? 

  Are there potential hazards in the workplace that safety redesign could improve? 

  Are there potential occupational health hazards? 

  At regular intervals during the work year, safety and personnel specialists carry out 
 accident research, that is, systematic evaluation of the evidence concerning accidents and 
health hazards. Data for this research should be gathered from both external and internal 
sources. Safety and health journals point out recent findings that should stimulate the 
safety specialist to look for hazardous conditions at the workplace. Reports from the 
 National Institute of Occupational Safety and Health (NIOSH), the research organization 
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created by the OSHA legislation, also provides important data for research. Data devel-
oped at the workplace included accident reports, inspection reports by the government and 
the organization’s safety specialists, and recommendations of the safety committees. 
  Accident research often involves computation of organizational accident rates. These 
are compared with industry and national figures to determine the organization’s relative 
safety performance. Several statistics are computed. Accident frequency rate is computed 
per million hours of work, as follows: 

Frequency rate 5
number of accidents 3 1,000,000

number of work hours in the period

  The accidents used in this computation are those causing the worker to lose work time. 
  The accident severity rate is computed as follows: 

Accident severity rate 5
number of accidents 3 1,000,000

number of work hours in the period

  OSHA suggests reporting accidents as number of injuries per 100 full-time employees 
per year as a simpler approach. The formula is: 

Number of illnesses and injuries

Total hours worked by all employees for the year
3 200,000

  The base equals the number of workers employed (100 full-time equivalent) working 
 full-time (for example, 40 hours per week and for 50 weeks if vacation is 2 weeks). The orga-
nization’s statistics should be compared with the industry’s statistics and government statistics 
(from the Department of Labor and OSHA). Most studies find that although effective accident 
research should be very complex, in reality it is unsophisticated and unscientific. 

 Safety Training and Motivation Programs 
 The third approach organizations take to safety is training and motivation programs. Safety 
training usually is part of the orientation program. It also takes place at different points 
during the employee’s career. This training is usually voluntary, but some is required by 
government agencies. Studies of the effectiveness of such training are mixed. Some studies 
indicate that some methods, such as job instruction training (JIT) and accident simulations, 
are more effective than others. Others contend that successes are accounted for by the em-
ployee’s perception that management really believes in safety training. 20  A few studies find 
that the programs make employees more aware of safety, but not necessarily safer in their 
behavior. Nevertheless, effectively developed safety training programs can help provide a 
safer environment for all employees. 

 Preventive Health Programs: A Wellness Approach 

 One way of defining  health  is to say that it is the  absence of disease.  You will remember 
from the beginning of this chapter that health hazards like physical and biological hazards, 
toxic and cancer-causing dusts and chemicals, and stressful working conditions put addition 
to the other health risks that the average employee meets in his or her daily life outside the 
workplace. A more informative definition of  health  is “a state of physical, mental, and so-
cial well-being.” 21  This definition points to the relationships among body, mind, and  social 
patterns. An employee’s health can be harmed through disease, accident, or stress. 22  Manag-
ers now realize that they must be concerned about the general health of employees, includ-
ing their psychological well-being. An otherwise competent employee who is  depressed and 
has low self-esteem is as nonproductive as one who is injured and hospitalized. 
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  A number of factors are contributing to the sharp rise in the cost of health benefits. 23  
These include: 

 1. Aging of the workforce. Older employees have more chronic illnesses. 

 2. Competition among health insurance carriers that raises instead of lowers the cost of care. 

 3. Shifting of cost from the government to the private sector. 

 4. Inefficiency of health care providers. 

 5. Increasing malpractice litigation. 

 6. Failure of employers to respond to these changing patterns. 

 7. Increasing number of medical interventions of all types. 

  As a result, more and more companies are switching from the traditional health care 
scheme of insuring against health crises as they occur to a preventive or wellness approach 
to health care management. 
   Preventive  or  wellness approach programs  encourage employees to make life-
style changes now through better nutrition, regular exercise programs, abstinence from 
smoking and alcohol, stress counseling, and annual physical examinations. 24  
  One large company that has adopted the preventive approach to health care successfully 
is the Adolph Coors Company in Golden, Colorado. 25  Over the 10 years since the program 
was first instituted, Coors estimated a savings of approximately $1.99 million annually 
from decreasing medical claims, decreased absenteeism, and increased productivity. Each 
$1 spent on the wellness program provided a $6.15 payback. During the same 10-year 
 period, comparably sized organizations saw health care costs rise 18 percent while Coors’s 
rose only 5 percent. 
  Chair William Coors said that wellness had become part of the corporate culture. 
The first step in the program was the opening of a 25,000-square-foot wellness facility, a 
completely equipped gym that all Coors employees were encouraged to use. Various new 
programs were also instituted, including stress management, weight loss, smoking cessa-
tion, nutritional counseling, risk assessment, and orthopedic rehabilitation. Both employ-
ees and their spouses were encouraged to take advantage of free mammography and blood 
pressure screenings, employee and family counseling, and pre- and postnatal education 
offered on-site. 
  The Coors wellness program was based on a six-step model of behavioral change: 
awareness, education, incentives, programs, self-action, and follow-up and support. Each 
employee was made aware through a health hazard appraisal (HHA), a statistical evalua-
tion of that person’s individual health risks. The HHA included suggestions for lowering 
risk and changing behavior to live a longer, healthier life. Incentives included refunding the 
cost of weight-loss programs if the loss was maintained for a full 12 months. Various pro-
grams like the gym and nutritional counseling were offered on-site as support. 
  Coors identified what it considered 12 key elements of a successful wellness program: 

  1. Support and direction by the CEO. 

  2. Wellness as a stated priority in the company’s policy statement. 

  3. Inclusion of family members as well as the employee. 

  4. Accessibility of the program to the whole family. 

  5. Employees’ input into programs offered, times, and so on. 

  6. Needs assessment before each phase of the program was instituted. 

  7. Periodic in-house evaluation to be sure objectives were being met. 

  8. Ongoing communication of the program’s goals and components. 

  9. HRM monitoring of related issues like AIDS, cancer, and so on. 

  10. Community involvement. 

HRMemo A 2011 
survey by 
PricewaterhouseCoopers 
found that 73 percent 
of employers offered 
their employees some 
type of wellness 
program. For example, 
IBM offers a modest 
bonus to employees 
who exercise regularly, 
eat healthy, and so on.

Source: “Trim Staff, Fat 
Profi ts? Keeping Employees 
Healthy” (July 30, 2011), 
The Economist, Vol. 400, 
Iss. 8744, p. 58.
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  11. Staffing with qualified health care specialists. 

  12. Establishment of a separate budget for the wellness program. 

  Many other companies employing thousands of employees have reported exceptional 
paybacks from adopting the wellness approach. The Prudential Insurance Company re-
ported that its Houston office reduced disability days by 20 percent and obtained $1.93 
savings for every dollar invested in its in-house exercise programs. Its major medical costs 
dropped from $574 to $302 per employee in just two years. 26  Johnson & Johnson took a 
wellness approach called “Live for Life,” including nutrition, stress management, smoking 
cessation, and fitness. It compared 5,000 employees who enrolled in the program with 
3,000 who did not and found that hospital costs per person were 34 percent lower for 
 participants than for nonparticipants! Nonparticipants averaged 76 hours of absence each 
year while participants averaged 56 hours (20 hours less). Quaker Oats has been offering 
its 6,000 U.S.-based employees a number of promotion programs for the past 20 years. 
Employees and their spouses can earn up to $600 in credits for benefits by participating in 
the company’s voluntary health risk appraisal (a confidential lifestyle questionnaire admin-
istered by a third party) and health screening (blood, cholesterol, and weight). Also, addi-
tional credits can be earned by pledging not to misuse/abuse alcohol, drugs or prescription 
medications; not to use tobacco products; and to exercise. Results of the overall program 
are promising. The number and severity of medical claims have decreased and several 
 employees in the program have moved from the high-risk category to moderate- or low-
risk category—saving Quaker Oats about $2 million per annum. 27  
  Midsized and small employers can offer scaled-down versions of the corporate giants’ 
wellness programs while still reaping the same benefits. It is important that the same 12 
steps detailed by Coors be followed regardless of the company’s size, however. The well-
ness approach can also be successfully integrated with a health benefits plan for retirees. 28  
An ongoing research program in California is monitoring the impact of Senior Healthtrac, 
a program designed to improve retirees’ health and lower medical costs. The plan has been 
offered to 250,000 older Americans, many of whom were employees of Bank of America 
and Blue Shield of California. After just a year, about $133 per year in direct savings in 
medical costs for each participant was recorded. 
  The wellness or preventive approach is not foolproof, particularly if it is adopted without 
fully understanding the necessity of commitment by management and manager– employee 
communication. 29  Almost 80 percent of corporations offering a wellness program continue 
without any quantifiable proof that the program is saving them money or increasing pro-
ductivity. Promised reductions in health care premiums from insurers are not always deliv-
ered and are minimal at best. Employees who need help most may not participate. Note, 
therefore, that the immediate benefits of a preventive approach to health care are minimal 
and that the ultimate payback is in the long term. Another possible snag is that some well-
ness programs that contain financial incentives for employees to meet certain criteria may 
conflict with the Americans with Disabilities Act. 30  
  Nevertheless it remains true that health promotion programs that can help employees 
develop healthier lifestyles, reduce their risk factors, and use health services more appro-
priately are effective strategies to help management control the cost of health and disability 
benefits. 31  

 Safety and Health Issues 

 There is increasing evidence that there may be just as many safety and health hazards in 
the modern workplace as there were during the rise of the factory system. Some of them 
are actually the same—for example, the dangerous work environment in construction 
trades. Others seem to be a result of changing technology, demographics, and lifestyle 
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 factors. It would be impossible to address all the safety and health issues facing managers 
in the workplace of the early 21st century, so we have chosen some of the most interesting 
and pervasive to examine in a bit more depth: stress, violence, indoor environmental qual-
ity, HIV-AIDS, and cumulative trauma disorders (CTDs) (such as carpal tunnel syndrome). 
Each issue presents the same problem: how to balance the rights of the individual against 
the rights of the rest of the workforce and the economic imperatives of the firm. 

 Stress Management 
  Stress  is a common experience that is part of everyone’s life. It can be good for a person. 
Good stress, called  eustress  ,  is what helps a person complete a report on time or generate a 
good, quick problem-solving procedure. Unfortunately, stress can also be a major negative 
aspect of the workplace. The American Institute of Stress estimates that stress costs U.S. 
employers between $200 billion and $300 billion a year in increased workers’ compensa-
tion claims, lost productivity, higher health care costs, and turnover. 32  
  The concept of stress is very difficult to pin down in specific terms. There are experts 
who think of stress as the pressures in the world that produce emotional discomfort. Others 
feel that emotional discomfort is the stress that is caused by pressures or conditions called 
 stressors.  Still others view stress in terms of physiological or body reactions: blood pres-
sure, heart rate, or hormone levels. 33  We will define stress as a person’s physical, chemical, 
and mental reactions to stressors or stimuli in the environment. Stress occurs whenever 
environmental forces (stimuli) throw bodily and mental functions out of equilibrium. 

 Stress and Disease 
 Job-related stress has been associated with a vast array of diseases, such as coronary heart 
disease, hypertension, peptic ulcers, colitis, and various psychological problems including 
anxiety and depression. Research has shown that stress directly affects the endocrine 
 system, the cardiovascular system, the muscular system, and the emotions. 34  It also has a 
general arousal influence on the entire body. 

 “Person–Environment Fit” 
 Changes in the work and personal environment are inevitable. Too often, managers under-
estimate how changes can throw a person off kilter. A person who does not feel comfort-
able with his or her work environment is in what psychologists refer to as a  state of 
disequilibrium.  The person’s skills, abilities, and goals do not fit with the work environ-
ment (boss, co-workers, compensation system). Lack of fit between the person and the 
environment can have results on several levels: subjective (feeling fatigued), behavioral 
(accident-proneness), cognitive (a mental block), physiological (elevated blood pressure), 
and organizational (higher absence rate). 35  
  Research studies point out that these levels of stress caused by disequilibrium or lack of 
fit are costly. The costs to an organization are found in premature deaths of employees, 
higher rates of accidents, performance inefficiencies, increased turnover, increased disabil-
ity payments, and many other areas. 36  

 Stressors 
 One way to attack the cost of stress is to identify the stressors that contribute to it. Follow-
ing are two examples: workload and role conflict. 

  Workload     A person’s workload can cause stress. Workload can relate to the quantity of 
the work or the quality of the activity to be completed (for instance, mental requirements). 
Underload as well as overload can create problems. Overload can cause a person to work 
long hours to stay even, which can result in fatigue and more accidents. On the other hand, 
boredom can set in if a person is underloaded. A bored worker often avoids work by staying 

HRMemo According 
to a 2011 survey by 
CareerBuilder.com, 
43 percent of 5,671 
full-time workers 
reported that they 
gained weight in 
their current job. The 
respondents blamed 
the following factors 
for their weight gain: 
sitting at a desk most 
of the day, stress, and 
eating out regularly.

Source: “Weight Gain 
Remains High Among U.S. 
Workers” (May 16, 2011), 
Society for Human Resource 
Management Online, http://
www.shrm.org (accessed on 
August 3, 2011).
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at home more frequently. The worker who is bored and stays at home often mopes around, 
which results in a lack of adequate exercise to maintain a healthy body. 37  It is a vicious circle. 

  Role Conflict  How a person behaves in a given job depends on many factors. A combina-
tion of the expectations and demands an employee places upon himself or herself and those 
of  co-workers results in a set of forces called  role pressures  .  When a situation arises 
in which two or more role pressures are at odds, role conflict exists. Role conflict exists 
whenever compliance with one set of pressures makes compliance with another set  difficult, 
objectionable, or impossible. 
  Researchers have found that conflict is associated with job dissatisfaction and anxiety. 38  
It has also been linked to heart disease, elevated blood pressure, and excessive eating. Role 
conflict seems to undermine a peaceful work state and leads to physiological and psycho-
logical changes. 

 Coping with Stress 
 Stress is inevitable. However, when it hurts the individual, co-workers, or the organization, 
it must be addressed. There are two ways to cope with stress. The first is to eliminate the 
stressor by changing policies, the structure, the work requirements, or whatever is neces-
sary. The second approach is to deal with stress individually. 
  Programs for coping with stress at the individual level include meditation, biofeedback, 
exercise, and diet. These programs help some people relax, feel better, and regenerate energy. 
  There are also organizational programs. Experts in organizations can use their knowl-
edge about stress and health to develop and implement organization-sponsored workshops 
and seminars for coping with stress. In addition, these experts can recommend structural, 
job, and policy changes that can eventually improve the well-being of employees. 
  Levi Strauss & Co. has an ongoing stress management program in which 1,500 employ-
ees have participated in an all-day seminar. Relaxation techniques and self-motivation 
 procedures are taught; and examination of life goals, identification of harmful personality 
traits, and behavior modification techniques are part of the program. 
  The HR department has a role to play in programs for coping with stress. It can provide 
specialists, facilities, monitoring or evaluation, and other important resources. Organiza-
tions such as IBM, Tenneco, Control Data, Shell, and Prudential already have HR employ-
ees performing such duties as setting up exercise classes, initiating fitness programs, and 
providing diet counseling. More and more organizations have become concerned about and 
involved in stress management in the early part of the 21st century. Stress management 
programs are even being developed in Japan, where white-collar employees are paying a 
high price for success: alcoholism, mental breakdowns, and suicide. The Japanese name 
for the phenomenon is  karoushi , defined as death from overwork. It is also called “stress 
death,” resulting from the cumulative long-range effects of working in a situation where 
one feels trapped and powerless to effect any change for the better. 39  
  During the past 25 years, stress management programs have met with variable success. It 
is not enough to inform employees about the risks of stress. Even pointing out behaviors 
that cause or increase stress does not mean that the employee will change his or her negative 
behavior. The desire to change behavior may not be enough. Therefore, guidelines to follow 
when instituting a stress management program must include knowledgeable presenters and 
programs that are relevant and specific to each individual and to each work environment. 

 Violence in the Workplace 40  
 Earlier in this chapter, homicide in the workplace was discussed. But the statistics presented 
there did not include deaths of bystanders and nonemployees, which could number in the 
thousands. In fact, a report by the Justice Department said that over 1.7 million violent 
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crimes occur in American workplaces each year. A single case of violence in the workplace 
can cost an employer more than $250,000 in lost work time and legal expenses. 
  Twenty-five percent of all workers claim that they have been harassed, threatened, or 
attacked on their jobs each year, according to a survey by Northwestern Mutual Life Insur-
ance. Of that number, 15 percent claimed to have been physically attacked at some time in 
their working lives. Attacks are most often perpetrated by customers or clients (44 per-
cent); however, the ones we hear about most are often the work of disgruntled current or 
former employees. Included in the statistics are homicides, physical attacks, rapes, aggra-
vated and other assaults, threats, intimidation, coercion, all forms of harassment, and any 
other act that creates a hostile work environment. 
  A recent report by the Centers for Disease Control and Prevention began with the 
 following description of one week of violence in workplaces: 

 During one week, an owner of a pawn shop, a convenience store clerk, a psychologist, two 
sanitation managers, a tavern owner, a fisherman, a cook, two cab drivers, a co-owner of a 
furniture store, a restaurant manager, a maintenance supervisor, a video store owner, and 
a postal carrier were all victims of workplace homicide. . . . Guns were by far the most 
 frequently used weapon in these crimes, accounting for 75 percent of workplace homicide 
deaths. Knives and other types of cutting and piercing instruments were used in only 
14 percent of all homicides. 

  OSHA does not have a specific standard for workplace violence. However, several states 
have developed standards or recommendations. Washington state adopted crime prevention 
guidelines for late-night retail establishments. The New Jersey Public Employees Occupa-
tional Safety and Health Program published guidelines to assist public employees in health 
care facilities to help protect themselves from violent and aggressive behavior. California is 
helping its employers establish, implement, and maintain an effective Injury and Illness 
Prevention Program, which will address the hazards associated with workplace violence. 
  In determining liability, violent behavior is divided into three categories: 

 1.  Violence by an employee directed at a third party independent of the workplace  For 
example, in one incident a bus driver molested several young passengers. Employers 
can be held liable under the theories of negligent hire or negligent retention. In the case 
of the bus driver, the church that had hired him was held responsible because he had a 
previous history of child molestation. 

 2.  Violence by an employee directed at another employee  The employer can be held 
 liable by OSHA, state workers’ compensation regulations, or common-law principles of 
negligence with regard to workers. 

 3.  Violence by a   nonemployee   (third party) directed at an employee in the workplace  The 
employer’s liability is the same as in case 2. 

  Preventing workplace violence is a complicated process. Human resource policies, 
 employee assistance counseling, and security measures are all part of a comprehensive 
 approach. The first step that needs to be taken is to develop preemployment screening. This 
is quite difficult to implement, however, because the employer must be sure not to violate 
any of the applicant’s civil rights, especially those relating to Title VII of the Civil Rights 
Act and the Americans with Disabilities Act. The Your Career Matters offers several tips 
that managers can use to prevent workplace violence. 

 Indoor Environmental Quality (IEQ) 41  
 Over the last 10 years, more and more employees have expressed concerns over the quality 
of the indoor office environment. Two terms you should be familiar with in this context are 
 indoor environmental quality (IEQ)  and  sick-building syndrome  .  IEQ refers to the 

iva29120_ch17_528-556.indd Page 544  12/28/11  2:10 PM user-f462iva29120_ch17_528-556.indd Page 544  12/28/11  2:10 PM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Chapter 17  Promoting Safety and Health  545

quality of the air in a business environment. Sick-building syndrome covers a wide range 
of symptoms employees believe can be caused by the building itself. For example, one of-
fice building near Washington, DC, had to be evacuated several times because of a noxious 
odor that was making employees violently ill. The reason that employees zero in on IEQ is 
that symptoms are often alleviated by leaving the building. 
  The National Institute for Occupational Safety and Health (NIOSH) evaluates potential 
health hazards in the workplace through its Health Hazard Evaluation (HHE) Program. 
Any employer, employee, employee representative, state or local government agency, or 
federal agency can ask NIOSH investigators to conduct an evaluation. 
  Besides air quality, other factors that contribute to indoor environmental quality and 
sick-building syndrome include discomfort, noise, poor lighting, ergonomic stressors like 
poorly designed equipment or jobs, and job-related psychological stressors. Typically, a 
wide spectrum of symptoms are reported: headaches, unusual fatigue, itching or burning of 
eyes and skin, nasal congestion, dry throat, and nausea. 
  There are many reasons why IEQ problems may be increasing. Ventilation requirements 
were changed in the 1970s to help preserve fossil fuels, and new buildings became virtu-
ally airtight. Computers and other new technologies forced changes in the way work was 
accomplished, creating ergonomic and organizational stress. 
  Sick-building syndrome has been linked to several factors. These include inadequate ven-
tilation and chemical contaminants from indoor sources like adhesives, carpeting, upholstery, 
copy machines, pesticides, and cleaning agents. Other factors are chemical contaminants 
from outdoor sources (motor vehicle exhaust fumes, etc.); biological contaminants (bacteria, 
molds, pollen, and viruses); inadequate temperature; and high levels of humidity. Pollutants 
that are most frequently in the news include secondhand smoke, asbestos, and radon. 
 Workers’ compensation claims based on IEQs have become increasingly frequent. 
  Solutions to problems with IEQ and sick-building syndrome usually include combi-
nations of the following: removal of the pollutant; modification of ventilation (that is, 
 increasing rates and air distribution); cleaning the air; installing particle control devices; 

By following these steps, HR and operating managers 
can help reduce the threat of workplace violence. Work-
place violence prevention is a necessary part of every 
manager’s job. By increasing awareness of these proac-
tive measures, the workplace will be safer for everyone.

 1. Create a culture of mutual respect, including open 
communication, empowerment, and recognition.

 2. Develop supervisory training classes in negotiation, 
communication, listening, team building, and con-
flict resolution.

 3. Refer troubled employees to employee assistance 
programs (EAPs) to help deal with work, family, 
marital, financial, and other personal problems.

 4. Provide emotional support and outplacement pro-
grams for laid-off employees.

 5. Conduct exit interviews that will identify potentially 
violent responses to termination.

 6. Implement a clear, well-communicated, easily 
 accessible grievance procedure and encourage 
 employees to use it.

 7. Develop a confidential reporting system that 
allows employees to report threats or inappropri-
ate behavior, that may indicate a potential for 
 violence.

 8. Strictly control access to the workplace with an 
 up-to-date security system, consistently enforced.

 9. Train supervisors to recognize the signs of drug and 
alcohol abuse, depression, and other emotional 
 disorders.

 10. Develop and implement a crisis plan to deal with 
 violent incidents, including escape routes, how to 
report the incident, and how to avoid further 
 trouble.

Your Career Matters Preventing Workplace Violence
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and banning smoking. Education and communication are also important elements of both 
remedial and preventive IEQ control. 
  An increasing number of employers are recognizing the fact that smokers have more 
health problems than nonsmokers do. According to the National Institutes of Health (NIH), 
approximately 21 percent of American adults and 2.2 percent of American high school 
students smoke. This translates into 440,000 Americans who die each year of tobacco- 
related diseases (note that smoking contributes to deaths from cancer, heart disease, stroke, 
and chronic lung disease). The annual economic costs of smoking to the U.S. economy are 
staggering: $75.5 billion for direct medical care for adults and $81.9 billion for lost pro-
ductivity at work. 42  Consequently, employers are doing everything from implementing 
bans on smoking in and around the buildings to terminating employees who test positive 
for tobacco use. Such measures have led to at least 30 states passing laws that bar employ-
ers from firing employees who smoke on their own time. 43  In a study conducted by the 
National Cancer Institute, nearly 70 percent of the 80,661 employees responding said they 
worked in places where smoking was banned in either the office or other common areas. 
This compares to 47 percent in 1993. 44  In the mid-1980s, only 3 percent were banned from 
smoking in the workplace. 
  Some employers have gone so far as to not hire anyone who smokes. Smokers’ rights 
groups challenge the legality of this policy. Some claim that addiction to tobacco is a dis-
ability under either the Americans with Disabilities Act or specific state laws. There is no 
specific set of rulings available, but it appears that lawsuits about smoking in the workplace 
and as a hiring decision factor are going to become more prevalent in the next decade. 

 HIV-AIDS in the Workplace 45  
 Human immunodeficiency virus (HIV) and acquired immune deficiency syndrome (AIDS) 
were first reported in the United States in the late 1970s. Each of the letters in AIDS stands 
for a word: 

  Acquired:  The disease is passed from one person to another. 

 Immune:  It attacks the body’s immune system—the system that protects the body from 
disease.  

 Deficiency:  The defense system is not working.  

  Syndrome:  It leads to a group of symptoms or illnesses, occurring together, that indicate 
a particular disease or condition. 

   HIV-AIDS  is transmitted by blood, body products, or sexual activity; it is a disease 
caused by the HIV retrovirus. It is not spread through casual contact, but exposure to 
 infected blood or body products can lead to infection if the individual exposed has an open 
wound. 
  At the beginning of the 21st century the World Health Organization (WHO) has esti-
mated that over 33 million people were infected with HIV. More than 500,000 Americans 
have contracted AIDS since the late 1970s, and approximately 97 percent of those are of 
working age. Seventy-five percent are between the ages of 25 to 44, the prime working 
cohort. Between ages 25 and 44, AIDS is the second leading cause of death, right behind 
cancer. As many as 1 million Americans may be infected with HIV-AIDS but have not as 
yet developed symptoms. While it was once thought that there was a dormancy period 
 between initial infection and the development of full-blown AIDS, several medical 
 researchers have recently reported evidence that the deadly virus begins spreading within 
just a few days of the initial contact. 
  Individuals infected with HIV-AIDS are protected under the Americans with Disabili-
ties Act, but the disease is quite different from most other disabilities. Because of the 

HRMemo HIV and 
AIDS are not only 
a global humanity 
problem, but also 
a global business 
problem. In some 
regions of the world, 
it is expected that the 
death toll due to AIDS 
will have a major 
impact on availability 
and productivity of 
working-age 
populations. For 
example, in 
sub-Saharan Africa, 
more than 25 million 
people are infected 
with HIV (in addition 
to the 11.5 million 
individuals who 
have already died 
from AIDS). Global 
businesses must join 
forces with local 
governments and 
international health 
agencies to help 
identify and 
implement immediate 
workable solutions.

Sources: Emily Oster 
(May 2005), “Sexually 
Transmitted Infections, 
Sexual Behavior, and the 
HIV/AIDS Epidemic,” 
Quarterly Journal of Economics, 
Vol. 120, Iss. 2, pp. 467–515; 
Naomi Junghae (September 
2001), “Impact of HIV and 
AIDS on Businesses: Risk 
Management Approaches,” 
Benefi ts & Compensation 
International, pp. 15–19; 
John Carey (February 2001), 
“One Step Forward, Two 
Back?” BusinessWeek, 
pp. 69–71.
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 complex nature of the infection and the multiplicity of AIDS-related illnesses, greater 
understanding is required of the general medical symptoms and of how the legislation 
should be applied. HR managers and other managers may have a hard job determining 
just how to comply with the law. Be that as it may, the doctrine of “reasonable accommo-
dation” applies. 46  
  According to the Centers for Disease Control and Prevention (CDC), every employer in 
the United States will eventually have at least one employee with AIDS. It has even been 
reported that AIDS may become the number 1 American business problem as the 21st century 
progresses. Significant productivity has already been lost from illness, disability, and pre-
mature death. Fear of the disease by co-workers has also contributed significantly to lost 
productivity. A case of AIDS at work is a serious issue for both the employee and that per-
son’s fellow employees. Disclosure raises a potential for retaliation from peers, supervisors, 
and other employees in general. At New England Telephone & Telegraph Company (now 
Verizon Wireless), for instance, an employee named Paul told his supervisor that he had 
AIDS. The supervisor allegedly passed the information along to co-workers. Some of them 
began to threaten Paul, and he was fired. He sued his employer, charging disability dis-
crimination, breach of privacy, and other violations of state law (the state involved was 
Massachusetts). The case was settled out of court, and Paul was reemployed. When he re-
turned to work, his co-workers walked out. Medical experts had to be called in to discuss 
HIV-AIDS and how it was transmitted before the other employees would return to work. 
  OSHA passed its Bloodborne Pathogen Standards in July 1992. These apply to all 
workplaces with employees who could reasonably be expected to come into contact with 
blood or body fluids. Employers must develop, implement, and adhere to the following 
guidelines: develop an exposure control plan; take universal precautions to avoid contami-
nation; develop cleaning protocols; have workers wear personal protective equipment; 
communicate the presence of hazards; and inform, train, and keep records of all possible 
incidents. It must be noted, however, that few jobs exist where having HIV-AIDS prohibits 
an employee from performing essential job functions. Should such a situation arise, the 
employer is expected to provide reasonable accommodations, which might include changes 
in equipment or work assignments. The primary job of any manager who knows that an 
employee has HIV-AIDS is to  preserve the individual’s privacy.  
  A company can choose one of three approaches when dealing with AIDS: 

 1. Categorizing AIDS under a comprehensive life-threatening illness policy. 
 2. Forming an AIDS-specific policy. 
 3. Providing no policy. 

  Bank of America uses the first approach, identifying all resources available through the 
company’s HR department for any employees facing a life-threatening illness. The policy 
also includes 10 guidelines for managers of stricken employees. Morrison & Foerster, a 
law firm, has a six-point AIDS-specific policy. If the no-policy approach is chosen, the 
workforce must be kept informed about AIDS and told that people with AIDS are  entitled  
to remain employed. 
  Hotlines, job flexibility, part-time work, flexible hours, and working at home are other 
approaches to keep the worker gainfully employed. In addition, the federal government is 
suggesting that employers establish guidelines on accidents involving the handling of 
blood or other body fluids, to control the spread of the infection. 
  AIDS-HIV is a syndrome that remains almost 100 percent fatal. Its treatment will cost 
American businesses and individual citizens billions of dollars each year. The AIDS 
 epidemic has pointed out the weaknesses in our health care system: lack of preventive 
medicine, a shortage of hospitals ready to deal with the chronically ill, and no universal 
access to health insurance. 
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 Cumulative Trauma Disorders (CTDs) 47  
  Repetitive stress injuries (  RSIs  )  and  cumulative trauma disorders (  CTDs  )  have 
reached epidemic proportions, according to the Centers for Disease Control and Preven-
tion. These disorders are being reported at an alarming rate in all types of workplaces: 
meat-packing and chicken processing plants, grocery stores, and offices filled with  personal 
computers. 
  Cumulative trauma disorder and repetitive stress injury (RSI) are not specific medical 
conditions. CTD usually refers to conditions that arise from obvious trauma or injury that 
occurs more than once. For example, if a woman injures her back lifting a box at work and 
then injures it later, she could claim to be suffering from CTD. RSI refers to a repetitive 
activity that is not in itself harmful or injurious but which is alleged to become harmful 
owing to the sheer number of repetitions. Common examples in the workplace include 
dragging a mouse to move the computer’s cursor and sliding products across the automatic 
price sensor of a cash register in a grocery store. Carpal tunnel syndrome is the most fre-
quently reported CTD. 
   Carpal tunnel syndrome (CTS)  refers to the eight bones in the wrist, called carpals, 
which form a tunnel-like structure filled with flexor tendons. The tendons control finger 
movements, and the median nerve pathway to the sensory nerves in the hand runs through 
the tunnel as well. Repetitive flexing and extension of the wrist can cause thickening of 
the protective sheaths that surround the tendons. As a result, carpal tunnel syndrome can 
arise. It includes painful tingling in one or both hands at night, a feeling of uselessness in 
the fingers, and tingling during the day, followed by decreased ability and strength to 
squeeze things. In advanced cases, muscles atrophy and hand strength is lost. 
  Research by NIOSH has linked carpal tunnel syndrome to many occupations, especially 
those in the manufacturing sector. Jobs involving cutting, assembling small parts, finish-
ing, sewing, and cleaning seem to be especially associated with CTS. No nationwide statis-
tics on the incidence or the cost of CTS are currently available. The Bureau of National 
Affairs has estimated, however, that a single case of CTS can cost as much as $30,000 to 
treat. Treatment can involve surgery, physical therapy, and anti-inflammatory medication. 
Prevention of CTS focuses on ways to relieve awkward wrist positions and forceful arm 
and hand movements on the job. Other solutions involve modifying workstations, rotating 
jobs, and providing frequent rest breaks. 
   Ergonomics,  the study of workplace design to minimize repetitive motion disorders and 
stress, is the way that OSHA has chosen to implement preventive policies. Although 
OSHA’s attempts to pass an ergonomic “one size fits all” standard were defeated, 48  many 
companies see the common sense of designing computer workstations, assembly-line 
tasks, and other jobs that require repetitive motion in a way that the risks of repetitive mo-
tion disorders are minimized. By taking a proactive stance and implementing ergonomi-
cally oriented changes, many organizations have realized substantial savings and higher 
levels of worker productivity. After implementing its own ergonomic program, the insur-
ance company ITT Hartford Group experienced a 69 percent reduction of reported injuries 
(9.6 to 3 for every 1,000 employees) and the number of workdays lost due to repetitive 
injuries dropped from 33 to 7. 49  
  Although repetitive motion injuries are not a new issue in the workplace, awareness of 
the problem has grown tremendously over the last 25 years. 50  The number of ergonomics-
related injuries and illnesses being reported continues to escalate, and the workdays lost as 
a result are becoming very significant. Employers must contend with lost productivity, 
 increased absenteeism, threats of lawsuits under OSHA, and fines. One solution is to 
 implement your own ergonomics policy. The safety and health manager of Dixie Chemical 
Company, Mark Hansen, confirms that the basic elements of a good ergonomics program 

HRMemo An 
award-winning 
ergonomic software 
program—Stretch 
Break—shows 30 
animated stretching 
exercises designed to 
help employees 
prevent repetitive 
stress injuries. The 
program allows 
users to control 
the sequence and 
frequency of the 
exercises.

Source: “What’s New?” 
(March 2004), HR Magazine, 
Vol. 49, Iss. 3, pp. 133–36.
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include commitment by senior management, involvement by employees, ongoing review 
and evaluation, training and education, coordination of companywide scheduling, data 
 collection, surveillance, detailed job design, and medical management. A key first step is 
determining which employees and jobs are at the most risk. Once the ergonomics program 
is in place, periodic review is required to be sure that it can cope with changes in staff, 
management, technology, and the facility. For more information, visit The Ergonomics 
Center of North Carolina State University (www.theergonomicscenter.com). 

 Evaluation of Safety and Health Programs 

 Health and (especially) safety programs have begun to receive more attention in recent 
years. The consequences of inadequate programs are measurable: increased workers’ com-
pensation payments, increased lawsuits, larger insurance costs, fines from OSHA, and 
pressures from unions. A safety management program requires these steps: 

 1. Establishing indicator systems (for example, accident statistics). 

 2. Developing effective reporting systems. 

 3. Developing rules and procedures. 

 4. Rewarding supervisors for effective management of the safety function. 

  Support from top management is needed, and the proper design of jobs and interactions 
of workers and machines is necessary, but probably the key is participation by employees. 
  A health and safety program can be evaluated fairly directly in a cost–benefit sense. The 
costs of safety specialists, new safety devices, and other measures can be calculated. Reduc-
tions in accidents, lowered insurance costs, and lowered fines can be weighed against these 
costs. Programs can be judged by other measurable criteria, such as improvements in job 
performance, decreases in sick leave, and reductions in disciplinary actions and grievances. 51  
Records of claims and referrals must also be kept. At the same time, managers must realize 
that cause-and-effect relationships may be complex, and benefits of a health and safety pro-
gram are both tangible and intangible. The most cost-effective safety  programs need not be 

HR Challenge (continued from page 529)

Ted thought back over this first year in the job of safety director. It had been busy and 
 challenging, but he felt that his biggest challenge lay ahead of him. Fred Wayne had just 
stopped by and dropped another task on his desk. There was a rumor around the plant that 
Lorrie Mills was returning from a long leave of absence, and her co-workers were saying 
that if she came back, they would quit. Lorrie, only 30, had developed cancer about two 
years previously. Ted and other personnel in the HR department were aware of her diagnosis 
and that she had successfully undergone a long course of radiation therapy. Over the past 
six months she had contacted Fort regarding her progress. She was, indeed, ready to come 
back, and Zaho Wen in the plant was happy about that. She had been one of the best team 
supervisors Fort had. However, he too had alerted Ted about the rumors and fear that some 
of her subordinates were expressing. They just didn’t feel comfortable around anyone who 
had been that sick. Some of them even believed that cancer was contagious! Given the new 
Americans with Disabilities Act and the nondiscrimination policies in California,Ted needed 
to do some damage control. He had to smooth Lorrie’s way back to work and deal with the 
problem of possible turnover by the frightened employees. His AIDS training program had 
been very effective in defusing a similar situation. Ted felt the best thing to do was offer a 
plantwide training program on cancer and also on Fort’s nondiscrimination policy. The 
safety director’s job was a real challenge!
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the most expensive. Programs that combine a number of approaches—safety criteria like 
improvements in job performance and decreases in sick leave, off-the-job safety, safety train-
ing, safety meetings, medical facilities, and strong participation by top management—work 
when the emphasis is on the engineering aspects of safety. Cost–benefit studies of health and 
safety programs can be very helpful in analyzing and improving them. 

 Summary    To summarize the major points covered in this chapter:  

  1.  Safety hazards  are aspects of the work environment that have the potential of causing 
immediate and sometimes violent harm or even death to an employee. 

  2.  Health hazards  are aspects of the work environment that slowly and cumulatively 
(often irreversibly) lead to deterioration of an employee’s health. The person may 
 develop a chronic or life-threatening illness or become permanently disabled. 

  3. Safety and health hazards in the workplace can affect others as well as employees: the 
gas leak from a storage tank at a Union Carbide plant in Bhopal, India, claimed over 
3,000 lives. 

  4. The major causes of work-related accidents and illnesses are the task to be done, the 
working conditions, and the nature of the employees. 

  5. The Occupational Safety and Health Act is the culmination of the movement for 
 federal supervision of health safety programs. It has requirements such as these: 

  a.  Meeting safety standards set by OSHA. 

  b.  Submitting to OSHA inspections. 

  c.  Keeping records and reporting accidents and illnesses. 

  6. Organizational responses to safety and health can take three approaches: 

  a.  Prevention and design. 

  b.  Inspection and research. 

  c.  Training and motivation. 

  7. The preventive or wellness approach to health care encourages employees to make 
lifestyle changes through better nutrition, regular exercise, abstinence from smoking 
and alcohol, stress counseling, and annual physical examinations. 

  8. Stress can play a major role in the health of employees. Thus, more firms are now 
concerned about understanding and managing stress. Individual- and organization-
based stress management programs are being used. 

  9. Violence in the workplace has become a major risk. Twenty-five percent of all workers 
claim that they have been harassed, threatened, or attacked on the job each year. 

  10. Indoor environmental quality (IEQ) has become a major concern. IEQ refers to the 
quality of the air in a business environment. Sick-building syndrome covers a wide 
range of symptoms employees believe can be caused by the building itself. 

  11. AIDS is a devastating disease that has become a problem that managers must address. 
Some firms are attempting to educate the workforce so that misconceptions and fear 
do not create a nonproductive work environment. 

  12. Cumulative trauma disorders, including repetitive stress injuries, are being reported 
more frequently each day. CTDs are conditions that arise from obvious trauma or in-
jury that occurs more than once. RSIs or stress injuries refer to a repetitive activity 
that  is not of itself harmful but which is alleged to become harmful owing to the sheer 
number of repetitions. 

  13. A health and safety program should be periodically evaluated to be sure it is providing 
both service to employees and payback to the company’s bottom line. 
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  1. While working in a present or previous job, did you ever witness unsafe working con-
ditions? What did the employer do to improve the situation, if anything? 

  2. Should whether a person smokes or not be used in hiring decisions? How about 
whether the person qualifies for promotion? Explain. 

  3. Some people believe that there are few (if any) risks associated with working in 
nonmanufacturing work environments—like in a restaurant, hospital, or counseling 
center. What would you tell these people to convince them of the potential safety and 
health hazards in these work sites? 

  4. Why should organizations be concerned about the consequences of occupational 
stress? What steps should be taken to educate employees on this issue? 

  5. What legal requirements must an organization meet regarding health and safety? 

  6. You have been named safety director of your company. Outline the steps you would 
follow in developing an effective safety management program. 

  7. Assume you are in charge of safety for a public university. What steps can you take to 
decrease the risk of a violent act being committed at your school. 

  8. Explain how the quality of an organization’s indoor environment can relate to the 
number of sick days its employees take. 

  9. Develop a working definition of  ergonomics  as it applies to sitting in a classroom lec-
ture room or studying for an exam. How would you go about making those situations 
less stressful? 

  10. A good safety management program requires several steps. What are they? Write a 
short management training program that would get this message across. 

 Key Terms  accident repeater,  p. 532  
 carpal tunnel syndrome 
(CTS),  p. 548  
 cumulative trauma 
disorders (CTDs),  p. 548  
 employees’ attitudes,  
p. 533  
 health,  p.   539
 health hazards,  p. 529  

 HIV-AIDS,  p. 546  
 indoor environmental 
quality (IEQ),  p.   544
 nature of the task,  p.   533
 Occupational Safety and 
Health Act (1970),  p. 534  
 Occupational Safety and 
Health Administration 
(OSHA),  p. 534  

 preventive (wellness) 
programs,  p.   540
 repetitive stress injuries 
(RSIs),  p.   548
 role pressures,  p.   543
 safety hazards,  p.   529
 sick-building syndrome,  
p.   544
 stress,  p.   542

 Questions for 
Review and 
Discussion 

 Purpose 
 Many organizations need to be prepared for the possibility of an inspection by the 
 Occupational Safety and Health Administration (OSHA). The purpose of this exercise is to 
increase understanding of the OSHA inspection process and the many resources available 
on the web to assist in preparing for such an inspection. 

 Group Size 
 To be performed individually. 

 Time Required 
 Approximately 45 minutes. 

 Other 
 Internet connection and search engine required. 

 EXERCISE 17–1 
 Preparing for an 
OSHA Inspection 
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 Application Case 17–1 

 Campus Food Systems 
 As part of a master’s program in food services management, Cindy Breen has just 
 begun her internship with Campus Food Systems (CFS). CFS is a self-operated univer-
sity food service department at Cindy’s alma mater, Gulfport State College. As a 
 department, CFS reports directly to the vice president of administration, the office 
 generally responsible for nonacademic matters co-funded by the school. Self-operated 
food service programs try to minimize loss rather than maximize profit. They are 
 operated by employees of the institution, as opposed to contract operations run by 
 professional management companies like Marriott Corporation and ARA Services, 
profit-making enterprises. 
  CFS employs about 60 full-time employees. In addition, the staff is supplemented by 
almost 100 students who provide part-time labor. Thus approximately 160 employees, 
largely part time, are responsible for providing three distinct dining services to the 
Gulfport campus: Watkins Dining Hall (traditional cafeteria service for residents); Sea 
Breeze Cafe (fast-food service for students, faculty, staff, and guests); and Catering (a 
full range of catering services offered both on and off campus). A fourth function, 
Stores, orders, receives, inventories, and disburses food and nonfood supplies to the 
other three operations. 
  Cindy knows that most self-operated food service programs are located at much larger 
universities. A small operation like CFS is always vulnerable to a takeover threat from 
large contractors like Marriott. Smaller schools are easy targets. Also, turnover in the ad-
ministration makes the threat of a takeover stronger—and Gulfport has just changed presi-
dents. President Sheila Dawes comes from a large university that used ARA to administer 
dining-room operations. Cindy’s supervisor, Jake Platt, has told her that she must help him 
assure the new college president that CFS should remain self-operated. 
  Cindy has been working at CFS for only two weeks, and Jake has just assigned her 
to manage the student help. Her responsibilities include interviewing, selecting, train-
ing, scheduling, and disciplining about 100 part-time employees. She also has been 
charged with preparing a report, Work Accidents in the Food Service Areas, for the 
previous calendar year. This report will be sent to President Dawes and the Human Re-
sources Department and forwarded to both state and OSHA agencies to comply with 
state and federal safety and health legislation. Jake has told her to minimize the severity 
of the reported occupational illness and accidents. He says that CFS can’t afford to “in-
flate” these statistics. They might attract President Dawes’s attention. Jake also hinted 
to Cindy that both her grade in the internship and a favorable job recommendation rest 

 Exercise 
 Part I—Using a search engine, visit the OSHA website (www.osha.gov) and research how 
OSHA performs inspections at companies. Be prepared to describe a typical OSHA inspection. 
( Hint:  Type in the keyword “inspection” in the website search box.) 
  Part II—Surf the web to identify five consulting companies that specialize in helping 
client companies prepare for OSHA inspections. 
  Summarize your findings from Parts I and II on a 1- to 2-page report and be prepared 
to discuss it in class. 

  Source : Robert Konopaske and John M. Ivancevich (copyright 2005). 
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on how she handles the accident report. Some of the accidents Jake has asked her to 
minimize include the following: 

 • Bill Black, part-time employee, fractured and cut his right hand when a spring-loaded 
piston on a food cart snapped back and caught his hand between the cart and a heavy 
loading cart door. Cindy has learned that Bill’s injury has resulted in a permanent partial 
disability of two fingers. 

 • Leslie Campbell, Ophrah Moses, Cici Potts,Winnie Chung, and George Wilson all cut 
their hands on the same meat slicer at different times. Each accident was caused when 
another employee failed to replace the knife guard after cleaning it. 

 • Winston Knapp received burns on his face, chest, legs, and stomach when hot water 
splashed out of the steamer into which he had lowered a tray of hot food. 

  Jake has also asked Cindy to omit any accidents for which reports were not made to 
 Human Resources at the time of the incident. So far, Cindy has documented 46 such 
 incidents, ranging from a box falling on a student’s head to severe cuts from broken glass 
and knives. But Jake has said not to worry: They were all student employees who used 
their parents’ health insurance to cover medical expenses. 
  Cindy is distressed by the number of accidents that have occurred during the previous 
calendar year at CFS. She has just reviewed data from the Bureau of Labor Statistics for 
1995 in her Restaurant Management class. Cindy knows that working in food service 
can be quite dangerous, but the number of accidents at CFS during the last year is about 
20 percent more than in other, comparable small food service operations. In addition, she 
has found that many accidents were never reported to the state. 
  Another problem with the incident reports Jake has supplied Cindy to compile her re-
port is the fact that they fail to mention Rick James, a student employee who contracted a 
severe case of salmonella poisoning from handling diseased seafood. Rick has just re-
turned from a three-month hospital stay. He had been so ill that he had become paralyzed 
and at first was not expected to live. He missed almost a whole semester of school. Since 
Rick’s illness, CFS has forbidden student employees to handle raw seafood, but that 
rule has been frequently violated, owing to high absenteeism and turnover of full-time 
personnel. 
  Cindy sits contemplating what her sense of values tells her to do next. She has jotted 
down her alternatives: 

 1. Prepare the report as Jake has asked, with omissions. 

 2. Prepare the report, but include the incident reports. 

 3. Prepare the report including all incident reports, previously unreported accidents, and 
Rick’s serious illness. 

 4. Go to Fred White, CFS director and Jake’s supervisor, and give him a complete report. 

 5. Send the complete report directly to President Dawes. 

 6. Call OSHA and ask for someone to inspect CFS. 

 7. Leak the story to the student newspaper and the local press. 

 Discussion Question 

 What should Cindy do and why? Frame your answer in terms of a safe and healthy 
workplace. 

  Source:  Written by Jean M. Hanebury, associate professor of management, Texas A&M University– 
Corpus Christi. Used with permission. 
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 Traditionally, the HR department has been evaluated in vague, subjective terms. This has 
occurred for two basic reasons: the wrong questions were being asked, and management 
bought the claim that it was not possible to apply quantitative methods to a function that 
was viewed principally from a qualitative standpoint. 
   The staff and management of what is called the  human resource department  allowed 
that misperception to perpetuate itself. From the inception of the first HR department until 
modern times, few people seemed to be concerned about the performance of the depart-
ment. There was no formal career path into or through HRM, and the few institutions of 
higher learning that taught HRM did not bother to teach measurement techniques. As a 
result, people did not know how to evaluate their work objectively. For some, the applica-
tion of cold numbers to a function whose apparent mission was to “help employees with 
their problems” and to “improve morale” seemed to be a conflict of values. Others did not 
want to take on the extra work of collecting data and performing the calculations because 
they saw no use for it. Senior management had not asked for it. In time, a hidden fear de-
veloped. The department was often maligned by others within the larger organization. 
Many HR people developed the attitude that their job was not too important, and that if 
they were to go to the trouble of quantitatively measuring and reporting their work the 
numbers would confirm the perception that they were not doing well. This attitude still 
 exists in the minds of many today. 
   Every manager must understand why a company is in business. The purpose of business 
is to earn a profit. This is the harsh reality of the real world. Being nice to people is fine. 
Supporting the development of people is a worthy endeavor. Helping workers improve 
their skills and confidence is an excellent undertaking. But the core of businesses is to 
make money. If a firm doesn’t make money, how can it survive? Who will subsidize the 
firm? Do you think that a not-for-profit firm can survive without making money? If the 
human resource department is to be considered an essential unit, it must measure its value 
and its contributions to the firm. 
   As a result of not proving its value to the organization in objective terms, the human 
resource department is not considered part of the mainstream of organizational manage-
ment. It is viewed as a cost center and a reactive maintenance activity. In order to turn 
around that outmoded attitude, it is necessary for human resource management to learn 

  Measuring Human 
Resource Activities 

  AppendixA

 Originally prepared by Jac Fitz-Enz, president of Saratoga Institute. Adapted and updated in each 
edition by author of this text. 
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to speak the language of business, which is numbers. A mathematical methodology 
needs to be applied: a system that serves both as a day-to-day monitoring instrument and 
as a model for cost justification and cost–benefit analysis of specific projects or 
programs. 
   Two of the foremost management authorities, Peter Drucker and W. Edwards Deming, 
have come out strongly for the development of measurement skill as an essential capability 
of a manager. 

 Basic Principles 

 The application of quantitative methods to human resource management has generated a 
set of basic principles that are critical to the success of the measurement system. These are 
based on the experience of managers in many types and sizes of organizations. 

 1.  The productivity and effectiveness of any function can be measured by some combina-
tion of cost, time, quantity, or quality indexes.  In some cases, psychological measures of 
attitude and morale are also useful and possible. 

 2.  A measurement system promotes productivity by focusing attention on the important 
 issues, tasks, and objectives.  A quantitative system helps clarify not only what is to be 
accomplished, but also how well it should be done. 

 3.  Professional and knowledge workers are best measured as a group.  In order to be 
 optimally effective, a professional group needs to work together. Measuring the work 
of individuals relative to each other promotes divisiveness and counterproductive 
competition. 

 4.  Managers can be measured by the efficiency and effectiveness of the units they manage.  
The nature of managerial work is to get things done through other people. Therefore, it 
follows that the output of the group is an indication of the skill of the manager. There 
are obvious exceptions to this, but the rule applies nevertheless. 

 5.  The ultimate measurement is not efficiency, but effectiveness.  The objective of an orga-
nization is not only to create the most output with the least input. More important is to 
create the most appropriate outcome at any given point in time. 

 Building Blocks of a Measurement System 

 The first problems that people face when they set out to build a measurement system are 
the apparent multitude of activities that are taking place and the seemingly impossible 
task of differentiating, isolating, and labeling quantifiable variables. The solution is rela-
tively simple. 
   Only four classes of variables can be subjected to a quantitative system. They are 

 1.  People  (as described by their organizational roles, such as receptionist, administrative 
assistant, recruiter, trainer, compensation analyst, or manager). 

 2.  Things  (physical objects such as computers, files, application forms, facilities, and 
supplies). 

 3.  Processes  (people doing something with a thing or with another person such as inter-
viewing, filing, training, scheduling, and counseling). 

 4.  Results  (the outcomes of the interactions of people, things, and processes). 

iva29120_appa_557-562.indd Page 558  12/28/11  11:23 AM user-f462iva29120_appa_557-562.indd Page 558  12/28/11  11:23 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Appendix A  Measuring Human Resource Activities  559

   Everything within the department or related to the department’s activity, whether it be 
inside the larger organization or outside it (such as a job applicant), can be classified into 
one of these four categories. 
   The next step is to list all the variables within each category that one might want to 
measure in some way. Then, the variables can be compared one at a time with each other 
until a relationship that can be expressed in terms of cost, time, quantity (volume or fre-
quency), or quality becomes evident. This outcome is the  dependent variable.  
   Examples of some typical dependent variables, often called  measures  by human resource 
managers, are interviews per hire, absenteeism rate, hours per trainee, average hire cost, coun-
seling hours per topic, records processed per clerk, and ratio of benefit costs to payroll cost. 
   Once the dependent variables are chosen for inclusion in the measurement system, 
an equation must be created to complete the measure. Equations are often self-evident. 
Examples are: 

  Average hire cost 5
selection costs

number hired
 

  Absenteeism rate 5
number of days absent

number of workdays available
 

  Average health care cost 5
total cost of health benefits

total number of employees
 

  Cost per trainee hour 5
total cost of training

number trained 3 hours trained
 

 How to Quantify Quality 

 One refuge that opponents of measurement have sought is the issue of quality. They argue 
that the work of the human resource function is highly qualitative and therefore inherently 
not susceptible to quantification. The issue of quality is not the sole province of the human 
resource department. Products must be manufactured to quality specifications. Salespeople 
must sell only to accounts that pay their bills. Although it is clear that quality is everyone’s 
criterion, that does not solve the problem of how to quantify it. 
   The solution lies in the creation of a composite measure. For example, if the issue is 
recruiters’ effectiveness, one must first decide what constitutes effectiveness. Clearly, it is 
a function of more than one measure. If effectiveness could be defined by one objective 
term, it would not be subjective. A recruiter’s effectiveness may be defined as a combina-
tion of how fast hires are accomplished, how cheaply they are achieved, how many are 
completed, and the quality of the people hired. And therein lies another potential problem. 
“Hire quality” is a subjective issue itself. In order to use it in the effectiveness measure, it 
must first be quantified. So a composite of hire quality needs to be constructed, the quality 
objectified and that quantitative value plugged into the formula for recruiters’ effective-
ness. The end result might look like this: 

 Recruiter’s effectiveness 5
CH 1 TFI 1 QH 1 (other chosen indexes)

number of indexes used
 

 where 

  Cost of hire (CH)  5  $450 (average) 
  Time to fill jobs (TFJ)  5  15 days (on average) 
  Quality of hires (QH)  5  90 percent (per quality measure) 
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  EXHIBIT A–1 
HRM Audit: An 
Illustration (An 
Interview with the 
Operating Manager) 

 Source: Reprinted with 
permission. ASPA Handbook 
of Personnel and Industrial 
Relations, by Walter R. Mahler, 
Copyright © 1979 by The 
Bureau of National Affairs, Inc., 
Arlington, VA 22202. For copies 
of BNA Books publications 
call toll free 1-800-960-1220 
or visit www.bnabooks.com. 

  General  

  1. What would you say are the objectives of your plant? 

  2. As you see it, what are the major responsibilities of managers? 

  3. Have there been any important changes in these over the last few years in the plant? 

  4. Are there any HRM responsibilities which you think many managers need to do a better job? 

  5. What are some of the good things about employee relations in this plant? 

  6.  Do you feel there are any important problems or difficulties in the plant? Causes? How 
widespread? Corrective measures? 

  7. Do you have any HRM goals for the year? 

  8.  Overall, how well do you feel the HRM department does its job? Changes the department 
should make? 

  Community Relations  

  9.  What are managers expected to do about community relations? Is there plant pressure? 
Reaction to pressures? 

 10.  What have you done about community relations? Do you encourage subordinates to 
participate in them? What are your personal activities? 

  Safety and Medical  

 11. Who is responsible for safety in your area? Role of group leaders? 

 12. What do you do about safety? Regular actions? Results achieved? 

 13.  Do you have any important safety problems in your operation? Causes? Cures? How 
widespread? 

 14.  What does the specialist do? How helpful are his or her activities? Other things he or she 
should do? 

 15. Are there any other comments or suggestions about safety you would like to make? 

 16.  Have you any comments about the dispensary? Employees’ time involved? Types of service 
offered? Courtesy? 

  Communication  

 17.  How do you keep your people informed? What are your regular communication activities? 
Particular problems? 

 18.  How do you go about finding out information from employees? Channels and methods? How 
regularly are such channels used? How much information is passed on to employee superiors? 
How much interest do supervisors show? Does the HRM department provide information? 

 19.  Has the HRM department helped improve communication in the plant? What assistance is 
needed? Nature of assistance provided? 

 20. Has the HRM department helped you with your own communication activities? 

  Communication Channels Available  

 21. What improvement is needed in these? 

 22.  Are there any other comments about communication you’d like to make? Any changes or 
improvements you’d especially like to see? 

  HRM Planning  

 23.  What kind of plans do you have for meeting the future HRM needs of your own component? 
Indicate plans for hourly and nonexempt workers. How far do plans extend into the future? 

 24.  What does your manager do about planning for future HRM needs? How is this planning 
related to your own planning? 

 25.  What part does the personnel department play in planning for the future HRM needs of your 
component? Of the plant as a whole? 

  Human Resource Development  

 26.  How is the training of employees handled in your group? (if response is on-the-job training: 
Who does it? Procedures followed?) 
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   Dollars, days, and percent can be normalized by comparing them with a preset goal 
and calculating percent of goal achievement for each. Each issue can also be weighted by 
importance. A simple illustration (omitting “other” undefined variables) is 

  EXHIBIT A–1 
(continued)   

 27.  What changes or improvements do you think should be made in the on-the-job training of 
employees? Why? 

 28.  What changes or improvements do you feel are needed in the amount or kind of classroom 
training given here? Why? 

 29.  Have you worked with your subordinates on improving their current job performance? Inside 
or outside regular appraisal? Procedure? Employees’ reaction? Results? Improvements needed? 

 30.  Have you worked with subordinates on plans for preparing for future job responsibilities? Inside 
or outside regular appraisal? Procedure? Employees’ reaction? Results? Improvements needed? 

 31. What does HRM do to help you with your training and development problems? 

 32. Do you have any other comments on HRM development or training? 

  HRM Practices  

 33.  How are employees added to your work group (both new employees and employees from 
elsewhere in the company)? (Probe: Specify exempt, nonexempt, hourly. Procedure followed? 
How are decisions made? Contribution of HRM? Changes needed and reasons? Transfers?) 

 34.  How is bumping or downgrading handled? (Probe: Specify nonexempt or hourly. Procedure 
followed? How are decisions made? Contribution of HRM? Changes needed and reasons?) 

 35.  How are promotions into or out of your group handled? (Probe: Specify exempt, nonexempt, 
hourly. Procedure followed? How are decisions made? Contribution of HRM? Changes needed 
and reasons?) 

 36.  Do you have any problems with layoffs? (Probe: Nature of problems? Possible solutions? 
Contribution of HRM?) 

 37.  How do you handle probationary periods? (Probe: Specify hourly, nonexempt, exempt. Length 
of period? Union’s attitude? How handled?) 

 38.  How are inefficient people handled? (Probe: Specify hourly, nonexempt, exempt. How do 
you handle? How do other supervisors handle? Frequency?) 

  Salary Administration–Exempt  

 39.  What is your responsibility for salary administration for exempt employees? (Probe: Position 
evaluation? Determining increases? Degree of authority?) 

 40.  How do you go about deciding on salary increases? (Probe: Procedure? Weight given to merit? 
Informing employees? Timing?) 

 41.  What are your major problems in salary administration? (Probe: Employee-centered? Self-
centered? Plan-centered?) 

 42.  Has the HRM department assisted you with your salary administration problems? How? (Probe: 
Administrator’s role? Nature of assistance? Additional assistance needed and reasons?) 

  Salary Administration–Nonexempt  

 43.  What is your responsibility for salary administration for nonexempt employees? (Probe: Nature 
of plan? Position evaluation? Changes needed and reasons?) 

 44.  How has the HRM department helped in nonexempt salary administration? (Probe: Specify HRM 
or other salary administrators. Nature of assistance? Additional assistance needed and reasons?) 

 Goal Achievement 
Percent  3  Weighting      Measure Result Goal Factors 

 Cost of hire $450 $500 11%  3  4  5  444 
 Time to fill 15 12 80%  3  3  5  240 
 Quality 90% 85% 106%  3  5  5  530 

    1,214 
   1,214  1  12  5  101% 
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   Exhibit A–1 presents the building blocks of an HRM audit around which measures can 
be developed. 

 Summary 

 In order for the human resource function to take its place as an integral part of the orga-
nization, it must learn to use the language of business, which is numbers. This applies 
whether the organization is profit or not-for-profit. A number of personal, departmental, 
and organizational values can be derived from maintaining a quantitative performance 
measurement system. Personally, the people in the department are able to see how well 
they are doing. They are able to identify problems in early stages and find the source and 
the solution. They have data to build cost justification proposals that will help them obtain 
needed resources. They will be able to prove their contribution to the productivity and 
profitability of the larger organization. As a result of all this, they will gain the respect 
and position they desire.        
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 This appendix is divided into two main parts:  periodicals  and  organizations  specializ-
ing in providing information in a variety of areas of HRM. While the listings are not 
intended to be exhaustive, they do provide a good cross section of major sources of 
facts and figures. 
   The listings contain the names of national organizations. You might consult your local 
chamber of commerce, college or university, and human resource management association 
chapter for information and resources as well. 

  I.   Periodicals  

 A. General business journals that often contain HRM material: 

  Academy of Management Learning and Education  

  Advanced Management Journal  

  Business Horizons  

  California Management Review  

  Harvard Business Review  

  MIT Sloan Management Review  

  Organizational Dynamics  

 B.  Specialized journals. HRM specialists can advance their knowledge of the field by 
reading specialized journals. These include 

  American   Federationist  

  Arbitration Journal  

 Where to Find 
Information, Facts, and 
Figures about Human 
Resource Management 

 Appendix B 

 Source: Originally Paul N. Keaton, University of Wisconsin–La Crosse, with author updates made for 
every new edition. 
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  Compensation and Benefits Review  

  Employee Relations Law Journal  

  Employment Benefit Plan Review  

  HR Focus  

  HRMagazine  

  HR Managing  

  Human Resource Management  

  Human Resource Management Journal  

  Human Resource Planning  

  Industrial Relations   

  Industrial Relations News   

  Labor Law Journal   

  Monthly Labor Review   

  National Productivity Review  

  Personnel   

  Personnel Management   

  Personnel Management Abstracts   

  Public Personnel Management   

  Training Journal  

  Training & Development Journal   

  Workforce   

 C.  Scholarly journals. The following is a list of publications written primarily for 
scholars and executives interested in HR management. Reading these requires more 
technical training than is required for the journals listed above. 

  Academy of Management Journal  

  Academy of Management Review  

  Human Organization  

  Human Relations  

  Human Resource Management  

  Industrial and Labor Relations Review  

  Industrial Relations  

  International Journal of Human Resource Development and Management  

  Journal of Applied Behavioral Science  

  Journal of Applied Psychology  

  Journal of Human Resources  

  Journal of Labor Research  

  Journal of Vocational Behavior  

  Organizational Behavior and Human     Decision Processes  

  Personnel Psychology  
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  II. Organizations*  

 A. Private 

 American Arbitration Association (AAA) 

 355 Madison Avenue, 10th Floor 

 New York, NY 10017 

 www.adr.org 

 American Counseling Association (ACA) 

 5999 Stevenson Avenue 

 Alexandria, VA, 22304 

 www.counseling.org 

 American Management Association (AMA) 

 1601 Broadway 

 New York, NY 10019 

 www.amanet.org 

 American Psychological Association (APA) 

 750 lst Street NE, Suite 605 

 Washington, DC 20002 

 apa.org 

 American Society for Healthcare Human Resources Administration (ASHHRA) 

 155 N. Wacker, Suite 400 

 Chicago, IL 60611 

 www.ashhra.org 

 American Society for Training and Development (ASTD) 

 1640 King Street 

 Alexandria, VA 22313-8100 

 www.astd.org 

 Association of Private Pension and Welfare Plans (APPWP) 

 1501 M Street NW, Suite 600 

 Washington, DC 20006 

 www.appwp.org 

 College and University Personnel Association for Human Resources (CUPA-HR) 

 1811 Commons Point Drive 

Knoxville, TN 37932 

 www.cupahr.org 

 Labor and Employment Relations Association (LERA) 

 504 E. Armory Avenue  

 Champaign, IL 61820 

 www.leraweb.org 

 *Deborah M. Burek, ed. (1991),  Encyclopedia of Associations,  25th ed. (Detroit Gale Research 
Company) with updates in each edition. 
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 National Association of Educational Office Professionals (NAEOP) 

 1902 Association Drive 

 Reston, VA 22091 

 www.naeop.org 

 National Association of Manufacturers (NAM) 

 1331 Pennsylvania Avenue NW 

 Washington, DC 20004 

 www.nam.org 

 National Association of Personnel Services (NAPS) 

 3133 Mount Vernon Avenue 

 Alexandria, VA 22305 

 www.recruitinglife.com 

 National Association of Student Personnel Administrators (NASPA) 

 111 K Street NE, 10th Floor 

Washington, DC 20002 

 www.naspa.org 

 National Human Resources Association (NHRA) 

 P.O. Box 7326 

 Nashua, NH 03060 

 www.humanresources.org 

 Society for Human Resource Management (SHRM) 

 1800 Duke Street 

 Alexandria, VA 22314 

 www.shrm.org 

 U.S. Chamber of Commerce 

 1615 H Street NW 

 Washington, DC 20062 

 www.uschamber.com 

 World at Work 

 14040 N. Northsight Boulevard  

 Scottsdale, AZ 85260 

 www.worldatwork.org 

 B. Federal Government 

 Bureau of Labor Statistics (BLS) 

 Department of Labor 

 3rd Street and Constitution Avenue NW 

 Washington, DC 20210 

 www.bls.gov 

 Equal Employment Opportunity Commission (EEOC) 

 2401 E Street NW 

 Washington, DC 20506 

 www.eeoc.gov 
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 Federal Mediation and Conciliation Service  

2100 K Street NW

 Washington, DC 20427 

 www.fmcs.gov 

 Occupational Safety and Health Administration (OSHA) 

 200 Constitution Avenue NW 

 Washington, DC 20210 

 www.osha.gov 

 Office of Federal Contract Compliance Programs (OFCCP) 

 200 Constitution Avenue NW 

 Washington, DC 20210 

 www.dol.gov/ofccp 

 C.  Addresses of a sample of labor unions in the United States, listed alphabetically by 
trade with membership figures and national affiliation 

 AFL-CIO 

 815 16th Street NW 

 Washington, DC 20006 

 www.aflcio.org 

  13,000,000  

 Airline Pilots Association, International (ALPA) 

 1625 Massachusetts Avenue NW 

 Washington, DC 20036 

 www.alpa.org 

  44,000  

 Communications Workers of America (CWA) 

 501 3 rd  Street NW 

 Washington, DC 20001 

 www.cwa-union.org 

  700,000     AFL-CIO  

 United Food and Commercial Workers International Union (UFCW) 

 Suffridge Building 

 1775 K Street NW 

 Washington, DC 20006 

 www.ufcw.org 

  1,300,000     AFL-CIO  

 American Federation of State, County, and Municipal Employees (AFSCME) 

 1625 L Street NW 

 Washington, DC 20036 

 www.afscme.org 

  1,200,000     AFL-CIO  
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 International Association of Machinists and Aerospace Workers (IAM) 

 1300 Connecticut Avenue NW 

 Washington, DC 20036 

 www.goiam.org 

  800,000     AFL-CIO  

 United Mine Workers of America (UMWA) 

 18354 Quantico Gateway   Drive, Suite 200 

 Triangle, VA 22172 

  240,000  

 International Union, United Automobile, Aerospace and Agricultural Implement 

 Workers of America (UAW) 

 8000 E. Jefferson Avenue  

 Detroit, MI 48214 

 www.uaw.org 

  1,197,000     AFL-CIO  

 United Brotherhood of Carpenters and Joiners of America (UBC) 

 101 Constitution Avenue NW 

 Washington, DC 20001 

 www.carpenters.org 

 700,000   AFL-CIO  

 Oil, Chemical, and Atomic Workers International Union (OCAW) 

 P.O. Box 2812 

 Denver, CO 80201 

 www.ocaw.org 

  120,000     AFL-CIO  

 American Postal Workers Union (APWU) 

 1300 L Street NW 

 Washington, DC 20005 

 www.apwu.org 

  320,000     AFL-CIO  

 United Steel Workers of America (USWA) 

 Five Gateway Center 

 Pittsburgh, PA 15222 

 www.usw.org 

  750,000    AFL-CIO  

 American Federation of Teachers (AFT) 

  555  New Jersey Avenue NW 

 Washington, DC 20001 

 www.aft.org 

  1,500,000    AFL-CIO  
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 National Education Association (NEA) 

 1201 16th Street NW 

 Washington, DC 20036 

 www.nea.org 

  3,200,000  

 International Brotherhood of Teamsters (IBT) 

 25 Louisiana Avenue NW 

 Washington, DC 20001 

 www.teamster.org 

  1,400,000  
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 Career planning is an individualized process. Each of us has a unique set of values, inter-
ests, and work and personal experiences. Understanding how this unique set of factors 
blends is an important part of career planning. But it is also necessary to understand the 
requirements of various jobs so that your own personality and intellectual abilities can be 
matched with the job. Your career decisions will shape your lifestyle. 
  College students eventually have to find out how they fit into the spectrum of career 
choices available. The purpose of this appendix is to provide 

 1. A few career basics and hints on self-assessment. 

 2. Information on the mechanics of getting a job. 

 Career Basics and Self-Analysis 

 First, before thinking about specific career areas, sit back and spend more time mulling 
over those things that you want from a career. Here are a few questions to consider: 

 • Do you want a job or a career? Do you want it to be personally satisfying, or are the 
 financial rewards enough? How important is career advancement? 

 • Are the status and prestige associated with a career important to you? 

 • Do you have geographic preferences? What about living in a large versus a 
small city? 

 • What size employer would you prefer? Might this preference change later on? 

 Now, think about yourself for a minute. 

 • What education, experience, and skills do you have to offer? 

 • Are you quantitatively (“thing” or “numbers”) oriented or qualitatively (“people”) 
 oriented, or do you enjoy both? Organizations have places for both types. 

 • What are your weaknesses and strengths? How will they relate to your performance on 
the job? 

 • What kind of work is interesting to you? 

 • What kind of work do you like? 

 • What kind of work will make you feel worthwhile? 

   A personal evaluation of these and similar questions is a worthwhile exercise. These 
questions may help you develop a job or career identity. 

 Career Planning 

 Appendix C 
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 Professional Help for Self-Assessment 

 Professional counselors can help you decide which career path to take. Most high schools 
and colleges provide free counseling services, in which trained professionals help students 
perform a realistic self-assessment. 
   Vocational tests are often used to verify one’s self-analysis and to reveal any hidden 
personal characteristics. This information is then explained and interpreted by professional 
counselors. No one test or battery of tests can make a career choice for you. But tests can 
supplement the information you are reviewing as you mull over career opportunities and 
personal characteristics. Your college placement office has counselors who can recommend 
which tests are most appropriate. 
   In addition, some widely publicized and frequently used web resources include 

 •  The Riley Guide,  www.rileyguide.com. Provides a comprehensive list of online self- 
assessment tools, including personality, interest, skills, and value surveys. 

 •  Occupational Outlook Handbook,  U.S. Department of Labor, www.bls.gov/oco/. 
 Provides in-depth information about hundreds of jobs, including training and education 
requirements, earnings, expected job prospects, what workers do on the job, and work-
ing conditions. 

   Self-assessment, help from a professional counselor, and career publications can pro-
vide the background information necessary to properly plan your career. But in the final 
analysis, you alone must make the career decision and seek appropriate job opportunities. 
A counselor, parent, or friend cannot make a career decision for you. 

 The Job Search: A Plan 

 In school, you prepare for examinations by organizing your notes and planning. In search-
ing for a job, you also need to organize and plan. The first job after college can affect your 
entire career, so a plan is a must. Without a plan, you will lose valuable time and experi-
ence unnecessary frustration. There is no single best job-search plan, but there are some 
basic principles. Because your time is limited, you should use a systematic procedure to 
narrow the number of job possibilities. 
   When evaluating any particular career, you should consider some specific issues. As you 
think over the broad career options available, examine them with the following areas in mind: 

 • What are the qualifications for the job? Will you need more education or more 
experience? 

 • What is the financial situation? Is the salary reasonable? How are the benefits? What 
salary is likely in three to five years? Is there going to be a conflict between the value 
you place on money and your returns from this job? 

 • What are the opportunities for advancement? Do these appear to agree with your 
aspirations? 

 • What is the present supply and demand for this field and what might it be in the 
future? 

 • Will the job involve much travel? Is that desirable or undesirable? How mobile are you? 

 • What is the atmosphere associated with the job? Is it pressure-filled and demanding? 
Cooperative? Tranquil? Creative? 

 • Is this job something that you will be proud of? Does it fit your self-image? 

 • Is it work that you will enjoy? Is it in line with your goals and ethics? Will you be happy? 
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   Within any given career choice, one faces a number of prospective employers. Each 
company offers different conditions, opportunities, and rewards to its employees. Here are 
some important questions to ask about the firms you are considering: 

 • Does the company have opportunities for a person with my skills, aptitudes, and goals? 

 • What are the promotion opportunities in the company? 

 • Does the company usually promote from within? 

 • What type of professional development is available for new employees? 

 • What kind of working environment exists within the company? 

 • What is the future growth potential for the company and the industry? 

   Answers to these kinds of questions will enable you to narrow the available job opportunities. 
Answers can be found in such sources as company annual reports,  Standard and Poor’s Corp  o-
  ration Records,  and  Dun and Bradstreet’s Reference Book of Manufacturers.  Another source is 
the company’s employees. If you know some employees, ask them for firsthand information. 
   Most companies furnish brochures on career opportunities. These sources are impressive, 
but they often give a totally positive picture of the company. Consult your school’s placement 
officer to learn more about each company and to determine the accuracy of the brochures. 
   There are two other sources you should consult—online newspapers and professional 
magazines. The classified ads, especially in the Sunday or weekend editions, provide a lot 
of job information. These advertisements usually provide information about job vacancies, 
the type of people the company is looking for, and the person or post office box to contact 
if you are interested. An outstanding listing of job opportunities appears in  The Wall Street 
Journal.  It lists jobs at the highest level as well as openings at the supervisory level. 
   Professional magazines, such as  HR Magazine, Training and Industry, Human Resource 
Management,  and  Nation’s Business,  often list vacancies. These advertisements are for recent 
graduates or people with work experience. If you are interested in a particular occupation, 
consulting the professional magazines in that functional area can be helpful. Specialized 
trade journals are also good sources for job leads. Even the yellow pages in phone directories 
are a helpful guide to companies operating in a particular area. Talk to family, friends, faculty 
members, and others who may know of job leads or people with pertinent information. 

 Utilizing the Web 

 A large number of business, government, and nonprofit organizations are using the web to 
recruit employees. In addition, information about pursuing a career and searching for em-
ployment can be found on the web. See Chapter 7, “Recruitment,” for a list of web resources. 

 Employer Sites 

 Are you interested in obtaining a position with a particular employer? Thousands of pri-
vate, public, and nonprofit organizations utilize a portion of their websites to recruit em-
ployees. The “career,” “employment,” or “job” links located in the firm’s site map and the 
director or home page of an organization’s website can be used to learn about positions that 
the employer wants to fill. 
   In addition to providing the titles and brief descriptions of positions that they want to 
fill, the websites of employers can be an important resource in other ways. Such sites usu-
ally contain information about an organization’s products or services, human resource poli-
cies, benefit programs, and recruitment contacts. Much of this information can be of help 
in determining whether you would want to apply for a position with an organization. 
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 Job Listings 

 You don’t have to limit your search to the sites of individual employers to find job open-
ings on the web. A great many business, government, and nonprofit organizations list 
positions that they want to fill on one or more of the many compilations of employment 
opportunities that are on the web. America’s Job Bank identifies about one million open-
ings posted with state employment agencies. More than a quarter-million job openings can 
be found on careerpath.com and jobfactory.com. 

 Management Recruiters 

 Many executive search firms have established websites. Some provide information about 
the managerial and professional positions that they are attempting to fill and/or solicit 
résumés from experienced executives. Futurestep.com is a subsidiary that Korn/Ferry, a man-
agement recruitment firm, has established for the purpose of recruiting on the web. You can 
obtain information about, as well as links to, executive search firms on such sites as the 
Recruiters Online Network (recruitersonline.com) and SearchBase. 

 Résumé Postings 

 You can make your qualifications known to a great many organizations by posting your 
résumé on websites such as Career Mart and JobOptions. Employers and recruiters are able 
to search electronically through such extensive compilations of résumés for “key words” that 
indicate that the qualifications of an individual may match the requirements for a position. 

 E-mail Communications 

 E-mail can be used to inquire about employment opportunities, submit cover letters with 
résumé attachments and conduct follow-up correspondence with prospective employers. 
You also can use e-mail to supplement telephoning, meetings, and letter writing as means 
of establishing and maintaining networking contacts. 

 Search Assistance 

 A wealth of information and practical advice about searching for employment can be obtained 
on sites such as The Riley Guide and  The   Wall Street Journal.  This can include suggestions 
about finding job openings, networking techniques, preparing paper and electronic résumés, 
corresponding with employers, answering interview questions, and negotiating job offers. 

 Career Advice 

 Several websites furnish an extensive amount of career advice. This can include informa-
tion about assessing personal aptitudes and interests, prerequisites for various careers, and 
the employment outlook and salary ranges for many occupations. Sites such as the Career 
Resource Center, MSU Career Resources on the web, and What Color Is Your Parachute 
also furnish suggestions about searching for employment as well as links to other career 
and employment-related websites. 
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 Personalizing through a Résumé 

 After personal and professional self-assessments and a job search via newspapers, profes-
sional magazines, and employment agencies, the next step is to personalize your campaign. 
You must communicate to others who you are. The basic devices used to communicate are 
the résumé, letters, the telephone, and personal interviews. 
      A résumé  is a written summary of who you are. It is a concise picture of you and 
your credentials for a job. A résumé should highlight your qualifications, achievements, 
and career objectives. It should be designed to present you as an attractive candidate for 
a job. 
   There is no generally accepted format for a résumé. Its purpose is to introduce you to 
the employer and to get you an interview. Few, if any, employers hire college graduates 
solely on the contents of a résumé. In most cases, you can attract attention with a one-page 
résumé. Longer résumés are for people who have had extensive professional experience. 
   Employers like résumés that read well and look attractive. Résumés read well if they are 
concise, grammatically correct, and easy to follow. Résumés look more inviting if they are 
reproduced on a laser printer on high-quality paper. Some companies prepare professional 
résumés for a fee; the yellow pages online or in the telephone directory can provide names 
of firms that sell this service. 
   Other elements found in good résumés are job objectives, educational background, 
 college activities, work experiences, and references. The arrangement of these elements is 
a personal decision. But keep the résumé uncluttered and neatly blocked to create an 
 attractive and informative résumé with eye appeal. Exhibit C–1 presents an example of an 
effective résumé. 
   It may be necessary to prepare a different résumé for each employer so that your cre-
dentials can be slanted for the job openings. Whether you think a different résumé for each 
company can do the job is a decision that only you can make. 
       Just as important as the points to include are some points to avoid in preparing your 
résumé. 

 • Don’t state what salary you want. 

 • Don’t send a résumé with false information. 

 • Don’t send a résumé that is sloppy and contains typographical or grammatical errors. 

 • Don’t clutter your résumé with unnecessary information. 

 • Don’t inform employers that you will accept only a certain kind of position. 

 • Don’t use fancy colors or gimmicks to sell yourself. 

   A cover letter should accompany the résumé. The objective of the cover letter is to in-
troduce you. It can also encourage the employer to read your résumé and meet with you. 
The cover letter should not duplicate the more detailed résumé. Instead, it should add to 
what is presented in the résumé and show that you are really interested in working for the 
company. The cover letter also reveals how well you can communicate. This clue is often 
used by employers to put prospective employees into one of two categories: a good com-
municator or a poor communicator. 
   Employers receive cover letters and résumés from many more job applicants than they 
could ever hire or even interview. Therefore, they screen whatever letters and résumés 
they receive. Screening is often accomplished rather quickly, so it is better to present your 
story and objectives concisely and neatly. 
   The number of letters and résumés you send depends on your strategy. Some people 
narrow down their list of organizations to the ones they really would like to work for and 

iva29120_appc_571-580.indd Page 575  12/28/11  1:02 PM user-f462iva29120_appc_571-580.indd Page 575  12/28/11  1:02 PM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



576  Appendix C  Career Planning

EXHIBIT C–1 
Sample Résumé

JILL M. MURPHY
4896 CRELING DRIVE
NEW YORK, NY 10011

(212) 555-0019

Objective  A challenging executive-level position in marketing, utilizing analytical and 
problem-solving skills.

Education
May 1990 New York University
September 1985  School of Business Administration
  Major: Marketing and Finance
  GPA 3.9; Dean’s List; NYU tuition scholarship
  School of Social Sciences
  GPA 3.9; Dean’s List; concentration in mathematics and psychology

June 1985 Notre Dame High School
September 1982  GPA 3.9
   Class Honors: Phi Beta Kappa; National Honor Society; State Champion, 

Women’s Extemporaneous Speaking, 1979; Major Delegation Award at 
National Model United Nations in Washington, DC, 1978, 1979

Experience
January 1999–  Vice President—Europe, PepsiCo
Present   Responsible for European markets and sales.
  Responsible for all planning, real estate, and recruitment.

May 1990– Assistant Marketing Manager, PepsiCo
January 1999    Responsibilities included the coordination of planning, implementing, and 

evaluating the Pepsi Challenge Program in New York City. This required close 
liaison with PepsiCo’s marketing and sales activities as well as its advertising 
agency and the media. Achieved increase of over 100 percent in 
program participants, totaling over 60,000 people. Planned and 
implemented Mountain Dew sampling program. On own initiative, 
developed a Coordinators Handbook, which PepsiCo plans to distribute 
nationwide.

September 1987 Vice President, Alpha Kappa Gamma Sorority
May 1988  Responsible for housing policies, human resource planning, and discipline.

September 1986 Assistant Treasurer, Alpha Kappa Gamma Sorority
September 1987   Responsible for funds to finance all sorority events. Included collection, 

recording, and billing for sixty-five individual accounts.

Summer 1986 Salesperson, Revlon, Inc.

Summer 1985  Information Manager, Summer Concert Series at New York University. 

Activities   Project Director, Marketing Club at New York University; Seminar for 
Republican Campaign Coordinators, Washington, DC; New York University 
Campus Orchestra; NYC Symphony Youth Orchestra.

References Available on request

prepare a personal cover letter to accompany the résumé. Other candidates use a 
“shotgun” approach. They mail numerous letters and résumés to any company with an 
opening in a particular area of interest. Newspapers, professional magazines, listings in 
the placement office, telephone directories, directories of organizations, and tips from 
friends are used to develop a potential list. Then perhaps as many as 200 letters and 
 résumés are sent out. 
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 The Interview Strategy 

 An outstanding cover letter, résumé, and job-search strategy are not enough to get you the 
job you want. You must also perform well at the interview. The interview is an oral presen-
tation with a representative of a company. A good recruiter is interested in how a job can-
didate expresses himself or herself. The interviewer is both an information source and an 
information prober. As an information source, the interviewer provides you with knowl-
edge about careers in the organization and the company in general. As a prober, the inter-
viewer wants to determine what makes you tick and what kind of person you are. 

 An Interview Plan 
 In searching for job openings, it is necessary to have a plan. This is also true of a successful 
interview. In order to do a good job at the interview, you must be thoroughly prepared. Of 
course, you must know yourself and what type of career you want. The interviewer will 
probe into the areas you covered in your self-assessment and in developing a career objec-
tive. During the interview, you must make it clear why a person with your strengths and 
objectives should be hired by the company. 
   The preparation for answering the question “Why you?” involves some homework. You 
should gather facts about the employer. Annual reports, opinions from employees of the 
firm, brochures, up-to-date financial data from  The Wall Street Journal,  and recent newspa-
per articles can be used. Exhibit C–2 identifies some of the information that can be used to 
prepare for the interview. Whether the initial interview is on campus or in the office of the 
president of the company, preparation will impress the interviewer. This preparedness will 
allow you to explore other important areas about the company that you don’t know about. 
It will also allow the interviewer to probe into such areas as your grades, motivation, matu-
rity, ability to communicate, and work experience. This information is important for the 
company in deciding whether to have you visit for a second, more in-depth interview. 
   Preparation for the interview also involves your personal appearance and motivational 
state. There isn’t enough space here to focus extensively on dress, hair, and value codes. 
The next best advice is to be yourself and to come prepared to meet with a representative 
of the organization. If you are to work as an accountant for some firm, then you must com-
ply with standards of performance as well as dress and appearance codes. Use your own 
judgment, but be realistic: Employers don’t like shoulder-length hair on a male salesperson 
or bare-footed production supervisors. These biases will not be corrected in an interview, 
so don’t be a crusader for a cause. The interview is not the best place to project a personal 
distaste for or discomfort with dress or hair-length standards. 

  EXHIBIT C–2  
Homework 
Information for the 
Interview 

 Location of headquarters, offices, plants 
 Officers of the organization 
 Future growth plans of the company 
 Product lines or services provided 
 Sales, profit, and dividend picture 
 Price of stock (if available) 
 Competitors of the company 
 Organizational structure 
 Kind of entry-level positions available 
 Career paths followed by graduates 
 Union situation 
 Type of programs available for employees (stock option, medical, educational) 
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   Interviewing makes most people slightly nervous. But if you are well prepared and 
 really motivated to talk to the representative, the interview will probably go well. Con-
sider the interview as a challenge you can meet because you are interested in succeeding. 
An alert candidate with modest confidence has a good chance of impressing the 
interviewer. 

 The Actual Interview 
 The interview has been called a conversation with a purpose. During the interview, the 
company representative and the candidate both attempt to determine if a match exists. Are 
you the right person for the job? The attempt to match person and job follows a question-
and-answer routine. The ability to answer questions quickly, honestly, and intelligently is 
important. The best way to provide a good set of answers is to be prepared. 
   Exhibit C–3 provides a list of some commonly asked questions. The way you answer 
these and similar questions is what the interviewer evaluates. Remember that the inter-
viewer is trying to get to know you better by watching and listening. 
   One effective way to prepare for the interview session is to practice answering the ques-
tions in Exhibit C–3 before attending the actual interview. This does not mean developing 
“pat” or formal answers, but it does mean being ready to respond intelligently. The sincer-
ity of the response and the intelligent organization of an answer must come through in the 
interview. 
   Most interviewers eventually get around to asking about your career plans. The purpose 
of asking these kinds of questions is to determine your reasonableness, maturity, motiva-
tion, and goals. The important point is to illustrate by your response that you have given 
serious thought to your career plans. An unrealistic, disorganized, or unprepared career 
plan is one way to fail in the interview. Interviewers consider a candidate immature if he or 
she seems to be still searching and basically confused. 
   At various points in the interview, it may be appropriate to ask questions. These ques-
tions should be important and should not be asked just to appear intelligent. If something 
is important in evaluating the company, ask the question. It is also valuable if you can ask 
a question that displays meaningfulness. But don’t ask so many questions that the inter-
viewer is answering one after the other. Some frequently asked questions are summarized 
in Exhibit C–4. 
   The majority of interviews last between 20 and 30 minutes. It is best to close on a posi-
tive and concise note. Summarize your interests, and express whether you are still inter-
ested in the company. The interviewers will close by stating that you will hear from the 

  EXHIBIT C–3  
Some Questions 
Frequently Asked by 
Interviewers 

 Why do you want to work for our company? 
 Where do you see yourself in five years? 
 Tell us about a time when you experienced conflict with a fellow team member. How did you 
resolve it? 
 What are some of the things you are looking for in a company? 
 How has your previous job experience prepared you for a career? 
 What are your strengths? Weaknesses? 
 Why did you attend this school? 
 What do you consider to be a worthwhile achievement of yours? 
 Are you a leader? Provide some examples. 
 How do you plan to continue developing yourself? 
 Why did you select your major? 
 What can I tell you about my company? 
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  EXHIBIT C–4 
Some Questions 
Frequently Asked by 
Job Candidates 

 How is performance evaluated? 
 How would you describe the organizational culture? 
 What is the company’s promotion policy? 
 Does the company have development programs? 
 How much responsibility is a new employee given? Can you provide me with some examples? 
 What preferences are given to applicants with graduate degrees? 
 What type of image does the company have in the community? 
 What schools provide the bulk of managerial talent in the company? 
 What are the company’s policies for paying for graduate study? 
 What community service programs are important to the organization? Will I be expected to 
contribute to them? 

company. You may want to ask if he or she can give you an approximate idea of how long 
it will be before you hear from the company. Typically, an organization will contact a 
 candidate within four or five weeks after the interview. 
   One valuable practice to follow after the actual interview is to write down some of the 
points covered. List the interviewer’s name, when the company will contact you, and your 
overall impression of the company. These notes can be useful if you are called for a later 
interview. Any person talking to 10 or more companies usually has some trouble recalling 
the conversation if no notes are available. 
   One issue that may or may not come up during the interview is salary. Most compa-
nies pay a competitive starting wage. Therefore, it is really not that important to ask 
what your starting salary will be. Individuals with similar education, experience, and 
background are normally paid the same. Instead of asking about salary in the initial 
 interview, do some checking in the placement office at your school or with friends 
working in similar jobs. 
   Should you send a thank-you letter after the interview? This seems to be a good way to 
refresh the interviewer’s memory. The follow-up letter should be short. Expressing your 
appreciation for the interview shows sincerity. It also provides an opportunity to state that 
you are still interested in the company. 
   Interviewers are important processors of information for the company, so it is important 
to impress them. Unfortunately, not every candidate can win (winning means that the can-
didate will be asked to visit the company or to undergo further interviewing). “Why was I 
rejected?” is a question everyone has to ask at some point. Exhibit C–5 lists some of the 
reasons why candidates are not successful in an interview. 

  EXHIBIT C–5 
Some Reasons for 
Not Getting a Job 
Offer 

 Disorganized and not prepared 
 Sloppy appearance 
 Abrasive and overbearing 
 Unrealistic goals or image of oneself 
 Inability to communicate effectively 
 No interest shown in the type of company interviewed 
 Could not relate previous experience to position in question 
 Poor grades 
 Interested only in money 
 Provided contradictory answers to questions 
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 Visiting the Company and the Job Offer 

 If you are fortunate enough to be invited for a company visit, consider yourself successful. 
The letter of invitation or telephone message will specify some available dates. If you are 
still interested in the company, you must send a formal acceptance. Even if you are not 
interested in visiting, a short note thanking the company demonstrates your courtesy. 
   In some cases, your visit will be coordinated by the interviewer you already met. 
 However, it may be the personnel department or management development officer who 
handles the details. The important point is not who will be coordinating but that you must 
again prepare for a series of interviews. During this series, you should be asking specific 
questions about job duties, performance expectations, salary, fringe benefits, and career 
paths. It is at this phase of the career and employment decision process that you need this 
kind of information. 
   One of the main reasons for inviting candidates to visit the company is to introduce them 
to managers and the organization. These introductions will be brief, but they are important. 
It is reasonable to expect to meet five or more individuals during the company visit. In some 
cases, you will be given a tour of the plant, office, or laboratory. A wide array of people will 
be asked to comment on your employability after you leave. So consider every interview 
important, and remember to act alert, organized, and interested. You may be bored because 
many questions are repeated by different managers, but remember that sincerity and interest 
are variables that these managers will each be asked to comment on. 
   During the company visit, you will probably not be given a job offer. In most situations, 
a week to two weeks may pass before the company contacts you. 
   If you are successful, you will receive a formal job offer. After receiving the offer, make 
an immediate acknowledgment. Thank the employer and indicate an approximate date 
when you will give your decision. 

 A Concluding Note 

 This appendix has focused on planning. Self-assessment, seeking professional help, the job 
search, personalizing your job campaign, interviewing, and visiting companies all involve 
planning. The person who plans his or her campaign to find a worthwhile and satisfying 
job will be more successful than the disorganized person. Thus, the most important 
 principle in finding the best job for you is to work hard at planning each stage.      
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A
absenteeism The failure of employees to report to work 
when they are scheduled to do so.

accident research The systematic evaluation of the 
evidence concerning accidents and health hazards.

adverse impact A situation in which a significantly higher 
percentage of members of a protected group (women, African 
Americans, Hispanics) in the available population are 
rejected for employment, placement, or promotion.

affirmative action Preferential treatment in hiring, 
recruitment, promotion, and development for groups that 
have been discriminated against.

AFL-CIO A group of union members that merged 
membership in 1955 from the American Federation of Labor 
and the Congress of Industrial Organizations.

Age Discrimination Employment Act of 1967 (amended 
1978 and 1986) Protects workers between the ages of 40 
and 70 against job discrimination.

agency shop A situation in which all employees pay union 
dues whether or not they are union members.

AIDS Acquired immune deficiency syndrome; an infectious 
disease in which the body’s immune system is damaged. Thus, 
AIDS victims are susceptible to many diseases.

alternative dispute resolution (ADR) A method for 
solving conflict or disputes that does not use the process and 
remedies of the legal system.

American Federation of Labor (AFL) A union group 
devoted to improving economic and working conditions for 
craft employees.

Americans with Disabilities Act of 1990 A comprehensive 
antidiscrimination law aimed at integrating persons with 
disabilities into the workplace. It prohibits all employers 
from discriminating against employees or job applicants 
with disabilities when making employment decisions.

applicant tracking system Computer programs that 
generate job requisition information and cross-reference 
applicants’ qualifications with job openings.

apprentice training A combination of on-the-job and off-
the-job training. The apprentice, while learning the job, is 
paid less than the master worker. Some of the jobs in which 
one serves as an apprentice include electrician, barber, tool 
and die maker, and plumber.

arbitration A quasijudicial process in which the parties 
agree to submit the irresolvable dispute to a neutral third 
party for binding settlement.

assessment center A selection technique that uses 
simulations, tests, interviews, and observations to obtain 
information about candidates.

attitude (or opinion) survey A set of written instruments 
completed by employees expressing their reactions to the 
employer’s policies and practices.

authorization card A document indicating by a simple yes 
or no vote whether an employee wants to be represented by a 
union or employee association.

autonomy The degree to which the job provides substantial 
freedom, independence, and discretion to the individual in 
scheduling the work and in determining the procedures to be 
used in carrying it out.

B
bargaining impasse Failure to reach an agreement on a 
mandatory bargaining issue during contract negotiations or 
failure of the rank-and-file membership to ratify the new 
contract.

bargaining unit Two or more employees who share 
common employment interests and conditions and may 
reasonably be grouped together.

behavior modeling Learning by observing a role model’s 
behavior. The fundamental characteristic of modeling is that 
learning takes place by observation or imagination of another 
individual’s experience

behavior modification Individual learning through 
reinforcement.

behavioral observation scale (BOS) A method similar to 
the BARS that uses the critical incident technique to identify a 
series of behaviors that describe the job. A 1 (almost never) to 
5 (almost always) format is used to rate the behaviors.

behaviorally anchored rating scale (BARS) A rating scale 
that uses critical incidents as anchor statements placed along a 
scale. Typically, 6 to 10 performance dimensions, each with 
5 to 6 critical incident anchors, are rated per employee.

biographical information blank (BIB) A more detailed 
form used to supplement an application blank. Asks for 
information related to a much wider array of attitudes and 
experiences.

bona fide occupational qualification (BFOQ) A defense 
against discrimination only where age, sex, religion, or 
national origin is an actual qualification to perform the job.

boycott In a primary boycott, union members do not 
patronize the boycotted firm. In a secondary boycott, a 
supplier of a boycotted firm is threatened with a union strike 
unless it stops doing business with the firm. This latter type 
of boycott is illegal under the Taft-Hartley Act.

broadbanding A system for condensing compensation rate 
ranges into broader classifications.

burnout Severe state of stress that shows as exhaustion, 
depersonalization, and low accomplishment.

iva29120_glo_581-590.indd Page 581  1/3/12  2:15 PM user-f462iva29120_glo_581-590.indd Page 581  1/3/12  2:15 PM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



582     Glossary 

C
career Individually perceived sequences of attitudes and 
behaviors associated with work-related experiences and 
activities over the span of an individual’s work life.

career path A sequence of positions through which an 
organization moves an employee.

career stages The distinct stages that individuals go 
through in their careers, typically including establishment, 
advancement, maintenance, and retirement.

case method A training technique in which a description 
(a case) of a real situation is analyzed by participants. The 
interaction of the participants and trainer is valuable in 
improving the degree of learning that occurs.

CD-ROM Compact disk used to hold text, graphics, and 
stereo sound.

central tendency error A rating tendency to give ratees an 
average rating on each criteria. That is, on a 1 to 7 scale, 
circling all 4s; or on a 1 to 5 scale, selecting all 3s.

Civil Rights Act of 1964 (Title VII) An important law that 
prohibits employers, unions, employment agencies, and joint 
labor–management committees controlling apprenticeship or 
training programs from discriminating on the basis of race, 
color, religion, sex, or national origin.

Civil Rights Act of 1991 Allows for compensatory and 
punitive damages in intentional discrimination cases; allows 
for jury trials when damages are sought.

classification or grading system A job evaluation method 
that groups jobs together into a grade or classification.

closed shop A situation in which a new employee must be 
a union member when hired. Popular in the construction, 
maritime, and printing industries.

COBRA The Consolidated Omnibus Budget 
Reconciliation Act of 1985 requires that employers with 
more than 20 employees must offer continuation of health 
care coverage for 18 to 36 months after an employee quits, 
dies, or is terminated.

codetermination The concept of workers playing a direct, 
major role in corporate decision making.

collective bargaining The process by which 
representatives of the organization meet and attempt to work 
out a contract with representatives of the union.

commission A commission is compensation based on a 
percentage of sales in units or dollars.

Commonwealth v. Hunt The Massachusetts Supreme 
Court decision that decided that criminal conspiracy did not 
exist if unions did not use illegal tactics to achieve goals.

comparable worth An issue that has been raised by 
women and the courts in recent years. It means that the 
concept of equal pay for equal jobs should be expanded to 
the notion of equal pay for comparable jobs. If a job is 
comparable to other jobs as determined by job content 
analysis, that job’s pay should be comparable.

compensation Compensation is the HRM function that 
deals with every type of reward that individuals receive in 
return for performing organizational tasks.

  competency  An underlying characteristic of a person that 
contributes to successful job and organizational performance. 
While related to KSAOs, competencies are broader in nature 
and are necessary for employees to do well in multiple jobs 
within an organization. 

  competency modeling  Process of identifying key 
characteristics that not only lead to successful job 
performance, but also support the organization’s culture, 
goals, and strategies. Competency modeling helps with the 
development of training programs, performance management 
systems, and career development tracks. 

concession bargaining Bargaining in which something of 
importance is given back to management by the union.

conciliation The first step in the mediation continuum, 
which involves an attempt to persuade disputing parties to 
meet and discuss their problems.

Congress of Industrial Organizations (CIO) A union 
formed by John L. Lewis, president of the United Mine 
Workers, to organize industrial and mass-production workers; it 
was devoted to improving economic and working conditions.

construct validity A demonstrated relationship between 
underlying traits inferred from behavior and a set of test 
measures related to those traits.

content validity The degree to which a test, interview, or 
performance evaluation measures skills, knowledge, or 
ability to perform.

contingent workers These include temporaries, part-
timers, contract, leased (outsourced), and other workers who 
are hired to handle extra job tasks or workloads.

contrast effect A rating error that occurs when a rater 
allows an individual’s prior performance or other recently 
evaluated individuals to affect the ratings given to an 
employee.

cost-of-living adjustment (COLA) Wage increase or 
decrease pegged to the rise and fall in the cost-of-living 
index.

craft union A group of individuals who belong to one craft 
or closely related group of occupations (e.g., carpenters, 
bricklayers).

criteria relevance A good measure of performance must 
be reliable, valid, and closely related to an employee’s actual 
level of productivity.

criteria sensitivity A good measure of performance should 
reflect actual differences between high and low performers.

criterion-related validity The extent to which a selection 
technique is predictive of or correlated with important 
elements of job behavior.

critical incident rating The system of selecting very 
effective and ineffective examples of job behavior and rating 
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whether an employee displays the type of behaviors specified 
in the critical incidents.

culture shock The feelings of frustration and confusion 
that result from being constantly subjected to strange and 
unfamiliar cues about what to do and how to get it done when 
trying to live in a new culture.

D
decertification election An election in which employees 
who are represented by a union vote to drop the union.

defined benefit pension A pension plan that specifies the 
benefit workers will get at retirement.

defined contribution pension A pension plan that usually 
specifies the employer’s contribution but cannot predetermine 
the employee’s actual pension benefit.

delayering Allowing workers to move among a wider 
range of tasks without having to adjust pay with each move.

differential piece rate (Taylor plan) A piecework plan 
that pays on the basis of two separate piecework rates: one 
for those who produce below or up to standard and another 
for those who produce above standard.

disparate treatment The view that discrimination occurs 
due to different treatment given to a person because of race, 
sex, national origin, age, or disability factors.

distributive bargaining Occurs when labor and 
management are in conflict on an issue and when the 
outcome is a win–lose situation.

distributive justice theory A theory of motivation 
that argues that a major determinant of an employee’s 
productivity and satisfaction arises from the degree of equity 
in the workplace, defined in terms of a ratio of an employee’s 
inputs (effort, attendance, and so on) to outcomes (pay, 
benefits, and so on) as compared with a similar ratio for a 
relevant other.

diversity (1) The condition that describes the variety of 
people who make up the contemporary workforce (e.g., 
African Americans, Hispanics, Asians, Caucasians, and so 
on). (2) Any mixture of themes characterized by differences 
and similarities.

downshifters People who want to slow down at work so 
that they can enjoy nonwork time and leisure.

downsizing A reduction in a company’s workforce.

dual-career couple A situation in which a husband and 
wife both have careers.

E
early retirement Retirement before the usual age of 65.

E-commerce Electronic or Internet transactions that result 
in the exchange of goods and services.

economic man theory A theory of motivation that holds 
that people work only for money.

elder care Care provided to an elderly relative by a full- or 
part-time employee.

employee assistance program (EAP) A program designed 
to help employees with personal, family, and work problems. 
Although these programs are voluntary, managers are 
instructed on how to confront the problems when they occur.

employee leasing Paying a leasing firm to provide the 
organization with a ready-made pool of human resources.

employment at will A condition under which an employer 
is free to terminate the employment relationship for some 
specific reason or even for no reason at all. In a growing 
number of courts, the employer’s right to terminate at will is 
being challenged.

Equal Employment Opportunity Commission (EEOC) 
The Civil Rights Act, Title VII, 1964, gave the EEOC limited 
powers to resolve charges of discrimination and interpret the 
meaning of Title VII. In 1972, Congress gave the EEOC the 
power to sue employers in the federal courts.

equal employment opportunity (EEO) programs 
Programs implemented by employers to prevent employment 
discrimination in the workplace or to take remedial action to 
offset past employment discrimination.

equal pay Equal pay for equal work for men and women. 
Equal work is defined as work requiring equal skills, effort, 
and responsibility under similar working conditions.

Equal Pay Act The Equal Pay Act requires equal pay for 
equal work performed by men and women.

equity theory A motivation theory that argues that a major 
determinant of employees’ productivity and satisfaction 
arises from the degree of fairness or unfairness that they 
perceive in the workplace.

ERISA Employment Retirement Income Security Act of 
1974; covers practically all employee benefit plans of private 
employees, including multiemployer plans.

ESOP An employee stock ownership plan authorized by 
Congress and funded through the mechanism of an employee 
stock ownership trust (ESOT).

ethnocentric HRM perspective A view of HRM whereby 
an organization thinks that the way of doing things in the parent 
country is the best way, no matter where business is done.

exchange theory See distributive justice theory.

executive information system (EIS) A specialized 
information system used by top executives in HR planning.

executive search firm A head-hunting firm that specializes 
in upper-level executive recruitment. Executive search firms 
are usually on retainer and charge higher fees than regular 
employment agencies.

exempt employee A person working in a job that is not 
subject to the provisions of the Fair Labor Standards Act 
(1938) with respect to minimum wage and overtime pay. 
Most professionals, executives, administrators, and outside 
salespeople are classified as exempt.
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expatriate manager A manager who is on assignment 
in a country other than the parent country of the 
organization. This person is also called a parent 
country national (PCN).

external HRM influences The environmental forces 
outside the organization, such as unions, government, and 
economic conditions.

extinction A decline in the rate of a response brought about 
by nonreinforcement.

F
fact-finding An impasse resolution technique involving 
a neutral third party who studies the issues in a dispute and 
recommends a reasonable settlement.

factor comparison method A job evaluation method that 
uses a factor-by-factor comparison. A factor comparison 
scale, instead of a point scale, is used. Five universal job 
factors used to compare jobs are responsibility, skills, 
physical effort, mental effort, and working conditions.

Fair Labor Standards Act (FLSA) A 1938 law that set 
specific minimum wage and overtime pay rates.

Family and Medical Leave Act (FMLA) Social 
legislation that stipulates that most employers with 50 or 
more employees must provide up to 12 weeks of unpaid 
leave to eligible employees during any 12-month period. The 
purpose is to allow employees to balance the demands of the 
workplace with the needs of family members.

Family Medical Leave Act of 1993 Allows employees to 
take off any amount of time as a result of a disability from 
pregnancy or serious illness of the employee, spouse, child, 
or parent with a guarantee of reinstatement to their old jobs 
or similar jobs when they return.

FASS 106 An accounting procedure that requires 
companies to begin accruing the projected cost of 
postretirement benefits during the employee’s working 
career.

feedback The degree to which carrying out the work 
activities required by the job results in the individual’s 
obtaining direct and clear information about the effectiveness 
of his or her performance.

financial core Members of a union who pay union dues 
but choose not to engage in any other union-related activity.

flexible (cafeteria) benefits plan A benefits plan that 
allows employees to choose between two or more types of 
benefits.

forced-choice ratings A type of individually oriented 
rating format whereby the rater must choose which of several 
statements about work behavior is most descriptive of an 
employee.

forced distribution A method of ranking similar to 
grading on a curve. Only certain percentages of employees 
can be ranked high, average, or low.

Foreign Corrupt Practices Act (FCPA) of 1977 A law 
that makes it illegal for an American organization to pay 
bribes to foreign officials for the purpose of getting a 
competitive advantage in doing business.

four-fifths rule Discrimination is likely to occur if the 
selection rate for a protected group is less than four-fifths of 
the selection rate for a majority group.

401(k) The section of the Internal Revenue Code that allows 
employees to save on a tax-deferred basis by entering into 
salary deferral agreements with an employer.

403(b) The section of the Internal Revenue Code that 
allows employees of educational and other nonprofit 
organizations to make tax-deferred contributions toward 
retirement. The salary deferral agreements with employers 
are similar to those for the 401(k).

functional job analysis (FJA) A job analysis method that 
attempts to identify what a worker does in performing a job 
in terms of data, people, and things.

G
gainsharing plans Companywide group incentive 
plans that, through a financial formula for distributing 
organizationwide gains, unite diverse organizational 
elements in the common pursuit of improved 
organizational effectiveness.

genetic testing The use of blood and urine samples to 
determine whether a job applicant carries genetic traits that 
could predispose him or her to adverse health effects when 
exposed to certain chemicals or job-related toxins.

geocentric HRM perspective A view of HRM whereby 
nationality is ignored and managers are hired on the basis of 
qualifications.

glass ceiling A hypothetical barrier that seems to face 
minorities and women in advancing up the management 
hierarchy.

global corporation A corporation with a geocentric HRM 
perspective. National boundaries are ignored and HRM is 
viewed as a way of integrating operations all over the world.

global HRM The policies and practices related to 
managing people in an internationally oriented business.

goal setting A process that appears to motivate individuals 
to attempt to accomplish specific goals.

grid OD A program that involves six phases designed to 
improve organizational performance. The phases include 
determining the participants’ leadership styles, team 
building, intergroup development, and evaluation.

grievance A complaint about a job that creates 
dissatisfaction or discomfort for the worker.

guaranteed annual wage (GAW) A plan in which the 
employer guarantees the employee a certain number of 
weeks of work at a certain wage after the worker has passed 
a probation period.
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H
halo error A rating error that occurs when a rater assigns 
ratings on the basis of an overall impression (positive or 
negative) of the person being rated.

harshness rating error The tendency to rate everyone low 
on the criteria being evaluated.

health The state of physical, mental, and social well-being.

health hazards Aspects of the work environment that 
slowly and cumulatively (and often irreversibly) lead to 
deterioration of an employee’s health.

HMO Health maintenance organization; a medical 
organization consisting of medical and health specialists; it 
stresses preventive medicine.

host country national An employee of an international 
organization who is from the local workforce rather than 
being from the parent country of the organization.

hot cargo agreement The employer permits union 
members to avoid working with materials that come from 
employers who have been struck by a union. This type of 
boycott is illegal.

hot stove rule A discipline program that is described in 
terms of touching a hot stove. It involves an immediate burn, 
a warning system, consistency, and impersonal application of 
discipline.

HRM objectives The ends an HRM department attempts 
to accomplish. Some of the specific HRM objectives are 
(1) to provide the organization with well-trained and well- 
motivated employees; (2) to communicate HRM policies to 
all employees; and (3) to employ the skills and abilities of 
the workforce efficiently.

HRM policy A general guide to decision making in 
important decision areas.

HRM procedure A specific direction to action. It tells a 
person how to do a particular activity.

HRM strategy The plan that integrates HRM objectives, 
policies, and procedures.

human resource information system (HRIS) The method 
used by an organization to collect, store, analyze, report, and 
evaluate information and data on people, jobs, and costs.

human resource management (HRM) A function 
performed in organizations that facilitates the most effective 
use of people (employees) to achieve organizational and 
individual goals. Terms used interchangeably with HRM 
include personnel, human resource management, and 
employee development.

human resource planning The process that helps 
provide adequate human resources to achieve future 
organizational objectives. It includes forecasting future needs 
for employees of various types, comparing these needs with 
the present workforce, and determining the numbers or types 
of employees to be recruited into or phased out of the 
organization’s employment group.

I
Immigration Reform and Control Act (IRCA) of 
1986 All employers are required to screen every job 
applicant’s eligibility for lawful employment. Thus, the 
employer has a major responsibility for not permitting illegal 
immigrants to be or remain employed.

indirect financial compensation All financial rewards 
(benefits and services) that are not included in direct 
financial compensation.

industrial union Union in which all members are 
employees in a company or an industry.

injunction A court decree to stop an activity.

integrative bargaining Occurs when the two sides face a 
common problem and when the outcome of bargaining is a 
win–win situation.

interest arbitration An impasse resolution technique in 
which a neutral third party imposes a settlement on the 
disputing parties.

internal HRM influences The organization’s internal 
environmental forces, such as goals, organizational style, 
tasks, work group, and the leader’s style of influencing.

Internet A system of over 30 million computers all 
connected together and communicating with each other.

intranet A firm’s internal electronic networks, similar to 
the Internet.

IRA An individual retirement account.

J
job A group of positions that are similar in their duties, 
such as computer programmer or compensation specialist.

job analysis The process of gathering, analyzing, and 
synthesizing information about jobs.

Job Analysis Information Format (JAIF) A questionnaire 
that provides core information about a job, job duties, and 
job requirements.

job characteristics model A mode of job design based 
on the view that three psychological states toward a job 
affect a person’s motivation and satisfaction. These states are 
experienced meaningfulness, experienced responsibility, and 
knowledge of results. A job’s skill variety, identity, and task 
significance contribute to meaningfulness; autonomy is 
related to responsibility; and feedback is related to 
knowledge of results.

job description The job analysis provides information 
about the job that results in a description of what the job 
entails.

job enlargement A method of designing jobs that 
increases the number of tasks performed by a job incumbent 
without increasing the level of responsibility. It is sometimes 
called horizontal job change.
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job enrichment A method of designing a job so that 
employees can satisfy needs for growth, recognition, and 
responsibility while performing the job. The job characteristics 
model is used in establishing a job enrichment strategy.

job evaluation The formal process by which the relative 
worth of various jobs in the organization is determined for 
pay purposes.

job family A group of two or more jobs that have similar 
duties.

job layoff A condition that exists when no work is 
available and the employee is sent home, management views 
the situation as temporary, and management intends to recall 
the employee.

job loss A condition in which there is no work and the 
individual is sent home permanently.

job posting A listing of job openings that includes job 
specifications, appearing on a bulletin board or in company 
publications.

job search The set of activities a person (job candidate) 
initiates to seek and find a position that will be comfortable 
and rewarding.

job security The guarantee that, at least during the life of 
any union contract, an employee’s job will continue to exist.

job security agreement A pact between GM and the UAW 
that guaranteed employees eliminated in one department jobs 
in another department at the same wage.

job specification A second product of job analysis. It 
is a written explanation of the knowledge, skills, abilities, 
traits, and other characteristics necessary for effective job 
performance.

K
Knights of Labor Founded in 1869, this was the first union 
to achieve significant size and influence in the United States.

knowledge-based pay Knowledge-based pay rewards 
employees for acquiring additional knowledge both within 
the current job and in new job categories.

L
labor relations The continuous relationship between a 
defined group of employees (e.g., a union or association) 
and an employer.

labor union (employee association) An organization of 
employees that uses collective action to advance its 
members’ interests in wages and working conditions.

Landrum-Griffin Act A labor law passed in 1959 that 
is referred to as the bill of rights of union members. It was 
designed to regulate and audit the internal affairs of unions.

learning The act by which a person acquires skills, 
knowledge, and abilities that result in a relatively permanent 
change in his or her behavior.

leniency rating error The tendency to rate everyone high 
or excellent on all criteria.

life events Changes in a person’s life that can contribute to 
stress.

lockout A management response to union pressures in 
which a skeleton crew of managerial personnel is used to 
maintain a workplace; the plant is closed to employees.

M
management by objectives (MBO) A managerial 
practice where managers and subordinates jointly 
plan, organize, control, communicate, and debate the 
subordinate’s job and performance. As a performance 
evaluation technique, it focuses on establishing and 
measuring specific objectives.

management development The process by which 
managers gain the experience, skills, and attitudes to become 
or remain successful leaders in their organizations.

management position description questionnaire 
(MPDQ) A checklist of 208 items related to concerns and 
responsibilities of managers.

managing diversity Taking into consideration the 
differences in people and respecting these differences while 
working to optimize job and team performance.

mandated benefits Three types of benefits that an 
employer must provide employees because of state and 
federal regulations: unemployment insurance, Social 
Security, and workers’ compensation.

mandatory bargaining issue  Wages, hours, and other 
terms and conditions of employment.

mediation   Process in which a neutral third party through 
persuasion helps bring together labor and management. 
The dispute is settled because of the skills and suggestions 
of a mediator.

mentoring relationship A relationship between a junior 
and senior colleague that is considered by the junior person 
to be helpful in his or her career development.

merit pay Individual pay increases based on the rated 
performance of the individual employee in a previous time 
period.

midcareer plateau A point reached during the adult stage 
of life where a person feels stifled and is not progressing as 
he or she had planned or would like.

minimum wage The Fair Labor Standards Act of 1938, as 
amended, states that all employers covered by the law must 
pay an employee at least a minimum wage. In June 2000, the 
minimum was $5.15 per hour.

motivation The attitudes that predispose a person to act 
in a specific goal-directed way. It is an internal state that 
directs a person’s behavior.
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multimedia-based training An interactive learning 
experience that incorporates the use of either CD-ROM or 
World Wide Web technology.

multimethod job analysis approach Job analysis that 
combines interviews, on-site observation, task surveys, and 
statistical analysis of the survey responses.

multinational corporation An international organization 
with operations that are defined by national boundaries to a 
greater extent than in a global corporation.

N
National Labor Relations Board (NLRB) A government 
regulatory body that administers labor laws and regulations 
in the private and nonprofit sectors.

negative reinforcement An increase in the frequency 
of a response following removal of a negative reinforcer 
immediately after the response.

nonexempt employee A person working in a job that is 
subject to the minimum wage and overtime pay provisions 
of the Fair Labor Standards Act. Blue-collar and clerical 
workers are two major groups of nonexempt employees.

O
OBRA The Omnibus Budget Reconciliation Act of 1989 
modifies coverage under COBRA.

Occupational Safety and Health Act (1970) An act 
designed to protect the safety and health of employees. 
According to this act, employers are responsible for 
providing workplaces free from hazards to safety and health.

Occupational Safety and Health Administration 
(OSHA) The government agency responsible for carrying out 
and administrating the Occupational Safety and Health Act.

online recruitment The use of the Internet to provide 
information to prospective job applicants.

open shop A work situation in which a union is not present 
and there is no management effort to keep the union out.

open system A pay system where pay ranges and even an 
individual’s pay are open to the public and fellow employees.

orientation The HRM activity that introduces new 
employees to the organization and to the employees’ new 
tasks, superiors, and work groups.

outplacement Service provided by some firms to 
individuals who are asked to leave permanently. The services 
may include résumé preparation, counseling, and training.

outsourcing The practice of hiring another firm to complete 
work that is important and must be done efficiently.

P
paired comparison A method of ranking whereby 
subordinates are placed in all possible pairs and the 
supervisor must choose which of the two in each pair is the 
better performer.

parent country national (PCN) An employee from the 
corporation’s home country who is on assignment in another 
country. Usually called an expatriate.

pay class A convenient grouping of a variety of jobs that 
are similar in difficulty and responsibility.

pay compression A situation in which employees perceive 
too narrow a difference between their own pay and that of 
their colleagues.

pay level Pay set relative to employees working on similar 
jobs in other organizations.

pay structure Pay set relative to employees working on 
different jobs within the organization.

pay surveys Surveys of the compensation paid to employees 
by all employers in a geographic area, an industry, or an 
occupational group.

Pension Benefit Guaranty Corporation Set up by ERISA 
to pay pensions to employees of firms whose pension plans 
become bankrupt; funded by taxpayers.

performance analysis A systematic procedure that is 
used to determine if training is needed to correct behavior 
deficiencies.

performance evaluation The HRM activity that is used to 
determine the extent to which an employee is performing the 
job effectively.

personal bias rating error The bias a rater has about 
individual characteristics, attitudes, backgrounds, and so on 
that influence a rating more than performance.

personality The characteristic way a person thinks and 
behaves in adjusting to his or her environment. It includes 
the person’s traits, values, motives, genetic blueprint, 
attitudes, abilities, and behavior patterns.

picketing Placing union members at the plant entrances to 
advertise the dispute and discourage people from entering or 
leaving the company’s premises during a strike.

point system The most widely used job evaluation method. 
It requires evaluators to quantify the value of the elements of 
a job. On the basis of the job description or interviews with 
job occupants, points are assigned to the degree of various 
factors required to do the job.

position The responsibilities and duties performed by 
an individual. There are as many positions as there are 
employees.

position analysis questionnaire (PAQ) A structured 
questionnaire of 194 items used to quantitatively assess jobs. 
It assesses information input, mental processes, work output, 
relationships, job contacts, and various other characteristics.

positive reinforcement Anything that both increases the 
strength of response and induces repetition of the behavior 
that preceded the reinforcement.

PPO A managed health care plan based on agreements 
between doctors, hospitals, and other related medical service 
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facilities with an employer or insurance company; it provides 
services for a fixed fee.

preferential shop The union is recognized and union 
members are given preference in some areas. These 
preferences violate the Taft-Hartley Act.

Pregnancy Discrimination Act of 1978 This law makes it 
illegal to discriminate on the basis of pregnancy, childbirth, 
or related medical conditions in employment decisions.

preventive (wellness) program A program instituted 
within an organization to achieve a high level of wellness 
among employees and to decrease costs of impaired health. 
Programs typically involve health screening exams, stress 
testing, and physicians’ recommendations.

process chart A chart that displays how jobs are linked or 
related to each other.

production bonus system An individual incentive system 
that pays an employee an hourly rate plus a bonus when the 
employee exceeds the standard.

productivity The output of goods and services per unit of 
input of resources used in a production process.

profit sharing Profit-sharing plans distribute a fixed 
percentage of total organizational profit to employees in the 
form of cash-deferred bonus amounts.

progressive pattern of discipline A discipline program 
that proceeds from less severe disciplinary actions (a 
discussion) to very severe action (being discharged). Each 
step in the progression becomes more severe.

punishment An uncomfortable consequence of a particular 
behavior.

Q
quid pro quo harassment Form of harassment that occurs 
when submission to or rejection of sexual behavior is used as 
a basis for making a job-related decision.

R
Railway Labor Act A labor law passed in 1926 that 
provides railroad (and later airline) employees with the right 
to organize and bargain collectively with management.

ranking of jobs A job evaluation method often used in 
smaller organizations, in which the evaluator ranks jobs from 
the simplest to the most challenging—for example, clerk to 
research scientist.

realistic job preview A briefing that provides a job 
candidate with accurate and clear information about the 
attractive and unattractive features of a job. Being realistic so 
that expectations are accurate is the objective of a realistic 
job preview.

recency-of-events rating error A tendency to use the most 
recent events to evaluate performance instead of using a 
longer, more complete time frame.

recruitment The set of activities an organization uses to 
attract job candidates who have the abilities and attitudes 
needed to help the organization achieve its objectives.

red circle rates A pay rate above a wage or salary level 
that is considered maximum for the job class. This means 
that the job is overpaid and overrated.

Rehabilitation Act of 1973 An act that is enforced by the 
Office of Federal Contract Compliance Programs (OFCCP). 
It requires that all employers with government contracts of 
$2,500 or more set up affirmative action programs for 
persons who are disabled.

reimbursement account An account into which employees 
can place tax-deferred funds that can be used to pay for 
expenses not covered by the regular benefits package.

reliability Refers to a selection technique’s freedom from 
systematic errors of measurement or its consistency under 
different conditions.

repatriation The process of being reintegrated back 
into domestic operations after being on an international 
assignment outside the organization’s parent country.

replacement chart A display or chart usually of technical, 
professional, and managerial employees. It includes name, 
title, age, length of service, and other relevant information on 
present employees.

representation election A vote to determine if a particular 
group will represent the workers in collective bargaining.

restricted shop A practice initiated by management to 
keep a union out without violating labor laws. A restricted 
shop is an attitude rather than a formal arrangement.

right-to-work laws Laws that specify that two people doing 
the same job must be paid the same wages, whether or not they 
are union members. Nineteen states have right-to-work laws.

role-playing The acting out of a role by participants as 
others in the training session observe.

S
safety hazards Aspects of the work environment that have 
the potential of immediate and sometimes violent harm to an 
employee.

salary Pay calculated at an annual or monthly rate rather 
than hourly.

secret system A compensation system where pay is regarded 
as privileged information known only to the employee, the 
supervisor, and staff employees such as HRM and payroll.

selection The process by which an organization chooses 
from a list of applicants the person or people who best meet 
the selection criteria for the position available, considering 
current environmental conditions.

SEP-IRA Simplified employee pension IRAs; these can be 
implemented by small employers to help employees finance 
their retirement.
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severance pay An income bridge from employment to 
unemployment and back to employment, provided by some 
employers.

sexual harassment Unwelcome sexual attention that 
causes the recipient distress and results in an inability on the 
part of the recipient to effectively perform the job.

skill variety The degree to which a job requires a variety of 
different activities in carrying out the work and involves the 
use of a number of an individual’s skills and talents.

skill-based pay An alternative to job-based pay that sets 
pay levels on the basis of how many skills employees have or 
how many jobs they can do.

skills gap The mismatch between the high-skill demands 
of jobs and the lack of qualifications of job applicants.

skills inventory A list of the names, personal 
characteristics, and skills of the people working for the 
organization. It provides a way to acquire these data 
and makes them available where needed in an efficient 
manner.

Social Security The federally mandated pension fund 
designed to provide income to retired people to supplement 
savings, private pensions, and part-time work.

spot gainsharing A gainsharing system that focuses on 
a specific problem in a specific department rather than on 
performance improvements for the whole organization.

standard-hour plan An individual incentive plan that sets 
wages on the basis of completion of the job or task in some 
expected period of time.

straight piecework An individual incentive plan where 
pay fluctuates on the basis of units of production per time 
period.

strategic job analysis A form of job analysis that tries to 
predict what a job will took like in the future.

strategic planning In simple terms, the process of 
determining what an organization’s mission is and how it 
plans to achieve the goals that are associated with the mission.

strategy What an organization’s key executives hope to 
accomplish in the long run.

stress A person’s physical, chemical, and mental reactions 
to stressors or stimuli in the environment—the boss, 
co-workers, HRM policies, and so on.

strike An effort by employees to withhold their services 
from an employer in order to get greater concessions at the 
collective bargaining table.

structured interview An interview that follows a prepared 
pattern of questions that were structured before the interview 
was conducted.

succession planning Fills vacancies through a 
comprehensive career planning program.

suggestion system A formal method of obtaining 
employees’ advice for improvement in organizational 

effectiveness; it includes some kind of reward based on the 
successful application of the idea.

supplementary unemployment benefits (SUB) The 
employer adds to unemployment compensation payments to 
help the employee achieve income security.

T
Taft-Hartley Act A labor amendment of the Wagner Act, 
passed in 1947, that guaranteed employees’ bargaining rights 
and also specified unfair labor union practices that would not 
be permitted.

task A coordinated and aggregated series of work elements 
used to produce an output (units of production or service to a 
client).

task identity The degree to which the job requires 
completion of a “whole” and identifiable piece of work—
that is, doing a job from beginning to end with a visible 
outcome.

task significance The degree to which the job has a 
substantial impact on the lives or work of other people, 
whether in the immediate organization or the external 
environment.

team building A development method that helps 
organization members work more efficiently or effectively 
in groups.

telework A work arrangement that permits a worker 
to perform tasks away from an office. The employee is 
connected through the use of e-mail, fax, computer, and/or 
teleconferencing.

third country national An employee working for an 
international organization who is from a country other than 
the parent country of the organization or the host country in 
which the assignment is located.

360-degree feedback A multisource performance 
appraisal approach. Self and others (boss, subordinate, peers, 
customers) rate a person and data/information is fed back on 
his or her ratings.

total compensation approach Total compensation is made 
up of base pay, variable pay, and indirect pay (benefits).

total quality management (TQM) An approach that 
involves everyone in the firm in developing and fine-tuning 
processes that are customer-oriented, flexible, and responsive 
to improving the quality of every activity and function of the 
organization.

training The systematic process of altering the behavior 
of employees in a direction that will achieve organizational 
goals.

two-tiered compensation plans Compensation plans that 
protect the wages of workers hired before a certain date but 
start new workers at a lower pay rate.
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type A behavior pattern An action–emotion complex that 
can be observed in a person who is aggressive, in a struggle 
against time, competitive, and chronically impatient.

U
unemployment insurance A state-mandated insurance 
benefit designed to provide a subsistence payment to 
employees between jobs.

union shop A situation in which an employee is required 
to join a union after being hired.

union steward A union representative who works at the 
job site to resolve disputes that arise in connection with the 
labor–management contract.

utility Assessed using cost–benefit analysis, utility 
measures whether the use of a selection technique improves 
the quality of the people hired.

V
variable pay Any compensation plan that emphasizes 
a share focus on organizational success, broadens the 
opportunities for incentives to nontraditional groups (such as 
nonexecutives or nonmanagers), and operates outside the 
base pay increase system.

vestibule training A trainee learns a job in an environment 
that closely resembles the actual work environment. For 
example, pilots at United Airlines train in a jet simulation 
cockpit.

vesting A guarantee that retirement benefits will be 
provided when a person leaves or retires from the firm.

virtual reality (VR) A computer-based technology that 
enables users to learn in a three-dimensional environment.

W
wage Pay calculated at an hourly rate.

Wagner Act A labor law passed in 1935 that was designed 
to encourage the growth of trade unions and restrain 
management from interfering with that growth.

web-based training Online training that is delivered via 
the Internet or through a firm’s intranet that is delivered on a 
web browser.

weighted application blank An application form designed 
to be scored and used in making selection decisions.

whistle-blowing Stating or presenting a grievance 
complaint, or allegation to some person or entity outside the 
work organization or work unit.

work group Two or more people who work together to 
accomplish a goal and who communicate and interact with 
each other.

World Wide Web An Internet service that links documents 
by providing links from server to server.

workers’ compensation Disability and death benefits 
mandated and administered by the states.

Y
yellow-dog contract A contract (now illegal) that required 
that a person (such as a job applicant) would not join or form 
a union.
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   A  

  Ability  
  efficient employment of, 12  
  of employees, 54  
  to use information technology, 45  

  Academic achievement tests, 223  
  Academy of Human Resource Development, 25  
  Acceptable compensation, 299  
  Accident frequency rate, 539  
  Accident repeaters, 532  
  Accident research, 538–539  
  Accommodation tactic, 483  
  Achievement need, 436  
  Action decisions in human resource planning  

  with shortage of employees, 137  
  in surplus conditions, 137–138  

  Action planning, 421  
  Adarand   Construction Inc. v.   

Peña  ,   84–85  
  Adequate compensation, 299  
  Adverse employment actions, 71–72  
  Affirmative action, 209  

  and career planning, 454–455  
  definition, 83  
  involuntary plans, 83–84  
  state approaches to, 86  
  and Supreme Court rulings, 84–86  
  voluntary plans, 83  

  AFL-CIO  
  formation of, 473–474  
  on membership decline, 490  
  and public-sector unions, 480  
  on union organizing, 475  

  African Americans  
  economic status before 1964, 68  
  and goal setting, 416  
  in labor force, 40  
  in unions, 490  
  view of, until 1960s, 67  

  Age Discrimination in Employment Act, 139, 
259, 306, 520  

  barriers facing older workers, 77  
  court ruling, 76–77  
  enforced by EEOC, 79  
  general provisions, 76  
  prohibiting retaliation, 71  
  and reductions in force, 76  

  Agence   France   Presse  , 492  
  Agency shop, 478  
  Age restrictions on jobs, 221  
  Aging of population, 377  
  Albemarle Paper Company v. Moody,   71  
  Alcoholic and substance-abusing employees  

  alcohol testing, 505  
  and Americans with Disabilities Act, 510  
  drug testing, 505–506  
  effect of performance, 510  
  employee assistance programs for, 507  
  prevalence and cost, 505  

  Alcohol testing, 505  
  Alexander v. Gardner-Denver Company,   520  
  All-China Federation of Trade Unions, 492  

  Allowances for expatriates  
  family support, 110  
  financial, 110  
  social adjustment, 110  

  Alternative dispute resolution  
  definition, 519  
  methods  

  arbitration, 519  
  mediation, 519  
  minitrial  , 520  
  summary jury trial, 520  

  programs in organizations, 520  
  Alternative form reliability, 223  
  American Arbitration Association, 520  
  American Compensation Association, 348  
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Employees, 480  
  American Federation of Labor  

  formation of, 470  
  merger with Congress of Industrial 

Organizations, 471, 473–474  
  American Federation of State, County, and 

Municipal Employees, 480  
  American Institute of Stress, 542  
  American Management Association, 48, 239      
  American Railway Union, 471  
  American Society for Training and Development, 

25, 26, 399  
  American Society of Safety Engineers, 536  
  Americans with Disabilities Act, 3, 165, 

168, 306  
  and alcohol or substance abuse, 510  
  and alcohol testing, 505  
  covered entities and protected individuals, 77  
  definition of disability, 77  
  enforced by EEOC, 79  
  perceived disability claims, 507  
  prohibiting retaliation, 71  
  protection of HIV-AIDS infected persons, 546–547  
  reasonable accommodations, 77–78  
  and smokers’ rights, 546  
  and workplace violence, 511, 544  

  Americans with Disabilities Act Amendments Act 
of 2008, 78  

  America’s Employers,   451  
  Anti-Injunction Act, 472  
  Anxiety reduction, 394  
  Apartheid, 112  
  Application blanks  

  employment at will, 227  
  legal standards, 226–227  
  mandatory arbitration clause, 227  
  protection against wrongful termination suits, 227  
  statement on affirmative action, 227  
  terms of employment relationship, 227  
  weighted, 228  

  Apprenticeship, 437  
  Arbitration, 519  

  arbitrators, 489  
  awards, 489  
  in collective bargaining agreements, 489  
  definition, 489  
  fees of arbitrators, 489–490  

  Arbitration Act of 1888, 472  
  Arbitration agreements, 520  
  ARDM model for human resource management  

  description, 32–33  
  as diagnostic approach  

  examples, 33–34  
  implementing a solution, 33  
  steps, 33  

  Armed truce, 483  
  Artistic personality type, 440  
  Asbestos products, 530  
  Asians, joining labor force, 129  
  Assessment centers  

  definition, 240  
  methods, 240–241  
  reports, 241  
  schedule, 241  

  Assistant understudy, 408  
  Association of Certified Fraud Examiners, 524  
  Assurant Employee Benefits, 508  
  Attitudes of employees, 54  
  Australia  

  hourly compensation costs, 302  
  number of vacation days, 368  

  Austria, number of vacation days, 368  
  “Authoring” software, 412  
  Authorization card, 476  
  Autonomy, 45, 172  

    B  

  Baby boomers, 6, 49  
  compared to later generations, 256–257  
  pending retirement, 132  

  Badge systems, 507  
  Balanced compensation, 299  
  Balance sheet approach, 109–110  
  Bankruptcy of Manville Corporation, 530  
  Bans on smoking, 546  
  Bargaining, 480  
  Bargaining strategy, 482–483  
  Bargaining unit, 476  
  Base pay, 333  
  Base productivity factor, 340  
  Behavioral description interviews, 230  
  Behavioral differences, and geographic 

location, 41  
  Behavioral expectation scale, 269  
  Behaviorally anchored rating scales, 269–270  
  Behavioral observation scale, 270  
  Behavioral traits, 222  
  Behavior modeling, 407  
  Behavior modification  

  criticisms of, 420–421  
  definition, 417  
  managerial perspective  

  basic assumption, 418  
  convergence of behavior, 418–419  
  five-step process in organizations, 419–420  

  and organizational behavior modification, 417  
  principles of operant conditioning  

  extinction, 418  
  law of effect, 418  
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  Career development, 433  
  dual-career couples  

  challenge for businesses, 462  
  challenges facing, 461–462  
  flexible time off, 463  
  helping spouses of employees, 462  
  providing day care, 462–463  
  providing job sharing, 463  

  job analysis for, 154  
  managing dual careers, 452–454  
  during midcareer  

  counteracting problems, 447–448  
  midcareer plateau, 446–447  
  preretirement problems, 448  

  minimizing retirement adjustment problems, 448  
  for recent hires  

  causes of early difficulties, 443–444  
  counteracting problems, 444–446  

  training programs, 442–443  
  Career development system  

  individual needs, 434  
  organizational needs, 434  

  Career   pathing  
  alternative to traditional, 451–452  
  definition, 449  
  example, 452  
  realistic, 452  
  upward mobility, 451  

  Career planning  
  career basics, 571  
  and downsizing, 455–459  
  and equal employment opportunity  

  affirmative action, 454–455  
  glass ceiling, 454  

  formal counseling, 450–451  
  informal counseling, 449–450  
  interview strategy, 576–579  
  job search, 572–574  
  personalizing résumés, 575–576  
  self-analysis, 571–572  
  visiting the company, 580  

  Career Resource Center, 574  
  Careers  

  intelligent, 438–440  
  subjective, 439  

  Careers in human resource management  
  certification, 25–26  
  compensation, 25, 26  
  education, 25  
  using human resource metrics, 9  

  Career stages, 434  
  apprenticeship, 437  
  establishment phase, 436  
  independent contributor, 437  
  and individual needs, 436  
  and life stages, 438  
  maintenance phase, 436  
  mentoring relationship, 437–438  
  midcareer crisis, 436  
  professionals, 437  
  retirement phase, 436–437  
  shaping direction of organization, 438  

  Carnegie Corporation, 67  
  Carpal tunnel syndrome, 568  
  Case method, 405  

  compared to role-playing, 406  
  CD-ROM programs, 412  
  Census of Fatal Occupational Injuries (BLS), 531  

  Biographical information blank, 227–228  
  Bloodborne   Pathogen Standards (OSHA), 547  
  Bona fide occupations qualification, 69–70  
  Bonus pay plans, 351–353  

  base productivity factor, 340  
  Boston College Center for Work and Family, 3, 453  
  Boycott, 485  
  Bribery, 112  
  BRIC nations, 97  
  Brito     v.   Zia Company,   259  
  Broadbanding  , 320  
  Brown v. Delaware and Hudson Railway 

Company,   76–77  
  Bureau of Labor Statistics  

  on age of workforce, 50  
  Census of Fatal Occupational Injuries, 531  
  on cost-of-living adjustments, 348  
  on declining number of strikes, 485  
  definition of full-time job, 53  
  on individuals with disabilities, 50  
  on home-based workers, 536  
  on job hazards, 530  
  on labor force diversity, 6  
  Monthly Labor Review,   38  
  “Output per Man-Hour in Manufacturing,” 302  
  on public-sector union membership, 480  
  on time-off benefits, 366  
  on total employee compensation, 361  
  on unemployment among college graduates, 

192–193  
  on union membership decline, 490  

  Bureau of National Affairs, 568  
  Burlington Northern v. White,   71  
  Business ally, 155  
  Businesses  

  changes in conducting, 96–97  
  recent changes in, 16  

  Business plan   gainsharing  , 340–341  
  BusinessWeek,   3, 344  
  Business Work–Life Study, 43  

    C  

  Cafeteria benefit plans, 378  
  Cafeteria compensation, 308  
  California  

  exception to employment at will, 517–518  
  limits on drug testing, 506  

  California Injury and Illness Prevention 
Program, 544  

  California Psychological Inventory, 235  
  California Test of Mental Maturity, 234  
  Campbell Interest and Skill Survey, 441  
  Canada  

  number of vacation days, 368  
  unemployment insurance, 362–363  

  Capabilities, organizational, 439  
  Career, concept of  

  definition, 435  
  need differing by generation, 434–435  

  Career advice, 574  
  Career basics, 571  
  Career choices  

  and personality types, 438–439  
  self-examination of skills, 440–442  

  Career counseling  
  formal, 450–451  
  informal, 449–450  

  Behavior modification—Cont.  
  negative reinforcement, 417  
  positive reinforcement, 417  
  punishment, 417–418  

  Benchmarking, 313  
  Benefit costs, 361  
  Benefit programs;   see also   Employee services  

  administration of, 379  
  changes over time, 369  
  cost–benefit analysis, 380–381  
  costs of health benefits, 540  
  costs to employers, 361  
  decision makers, 360–361  
  elimination of legacy costs, 383  
  external influences  

  economic conditions, 361  
  labor market conditions, 361  
  public policy, 361  

  flexible, 378  
  managing  

  communicate to employees, 380  
  facts to consider, 379  
  involve participants and unions, 380  
  monitor costs, 380  
  set objectives and strategy, 379–380  

  mandated, 361–365  
  Social Security, 363–364  
  unemployment insurance, 362–363  
  workers’ compensation, 364–365  

  pension plan problems, 383  
  reasons for offering, 369  
  retirement income, 373–376  
  rising health care costs, 384  
  role of operations/HR managers, 361  
  strategies, 379–380  

  comparable benefits strategy, 379  
  minimum benefits strategy, 379  
  pacesetter strategy, 379  

  typical benefits and services  
  dental care, 366  
  life insurance, 366  
  long-term disability insurance, 366  
  medical care, 366  
  miscellaneous benefits, 366  
  paid leave, 366  
  retirement, 366  
  sickness and accident insurance, 366  

  vanishing because of costs, 382–385  
  voluntary  

  compensation for time off, 366  
  disability income replacement insurance, 373  
  employer-purchased insurance, 370  
  family leave, 369  
  group health insurance, 370–372  
  international vacation benefits, 368  
  life insurance, 372  
  maternity and parental leave, 369–370  
  paid holidays, 367  
  paid vacations, 367–368  
  personal time off, 368  
  sick leave, 368–369  

  Benefits, 298  
  national comparisons, 98  
  typical, 299  

  Bhopal, India, gas leak of 1984, 530  
  Big Five personality dimensions, 222  

  validity of, 235–236  
  Binge drinkers, 505  
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  people-based, 343–344  
  for professional basketball players, 345–346  
  relation to education, 301  
  secret or open system, 347–348  
  severance pay, 459  
  for time off, 366  
  wage and hour regulations, 303–306  
  wage controls and guidelines, 302–303  

  Compensation administration, 346–349  
  pay compression, 349  
  pay secrecy or openness, 347–348  
  pay security, 348–349  

  Compensation decisions  
  broadbanding   approach, 320–321  
  delayering   approach, 320  
  external influences  

  economic conditions, 302  
  government, 302–307  
  labor market, 299–302  
  unions, 307  

  individual decision, 321  
  internal influences, 307–311  

  employee satisfaction, 309–310  
  labor budget, 308  
  productivity, 310–311  
  responsibility for, 308  

  pay-level decisions  
  choice of strategy, 312–313  
  comparable-pay strategy, 312  
  high-pay strategy, 312  
  low-pay strategy, 312  

  pay structure decision  
  job evaluation, 315–318  
  pay classes, 318–320  
  rate changes and classification, 318–320  

  pay surveys, 313–314  
  responsibility for, 309  

  Compensatory model of selection, 238  
  Competencies  

  of human resource professionals, 155  
  shift in, 48  

  Competency, 170  
  Competency-based pay,   344  
  Competency-based reference checking, 246  
  Competency modeling, 170  
  Competitive advantage, from HRM activities, 

37–38  
  Competitiveness, 37–38  

  and compensation, 302  
  Computer-assisted instruction  

  advantages of, 410–411  
  distance learning, 412–413  
  Internet, 411–412  
  intranets, 412  
  multimedia-based, 412  
  virtual reality training, 412–413  

  Computer games, for orientation, 394  
  Concession bargaining, 481  
  Concurrent validity, 225  
  Conference Board, 59, 191  
  Conflict-based tactics, 483  
  Congress of Industrial Organizations  

  formation of, 470–471  
  merger with AFL, 471, 473–474  

  Connections, organizational, 439  
  Consensus model of training, 399  
  Consolidated Omnibus Budget Reconciliation 

Act of 1985 (COBRA), 372  

  by public-sector unions, 480  
  reaching formal agreement, 484  
  selection of negotiators, 481–482  
  strategy development, 482–483  
  types of  

  concession, 481  
  distributive, 480–481  
  integrative, 481  

  United States Supreme Court on, 478  
  using best tactics, 482–483  
  variables influencing, 480  

  Collectivism, 99  
  College hire assimilation program, 394  
  College recruiting, 191, 201–202  
  Commissions, 335  
  Commonwealth v. Hunt,   470  
  Communication  

  of benefits to employees, 380  
  of human resource policies, 13  
  lack of skills in, 444  
  training in, 445  

  Communist Manifesto,   471  
  Companies;   see also   Organizations  

  diversity-unfriendly, 52  
  sick leave banks, 369  
  training expenditures, 3, 9  

  Comparable benefits strategy, 379  
  Comparable-pay strategy, 312  
  Comparable worth  

  debate about, 299  
  definition, 306  

  Compensation  
  benefits, 299  
  bonus pay plans, 351–353  
  comparable worth debate, 299  
  criteria for  

  acceptable to employees, 330  
  balanced, 330  
  cost-effective, 330  
  secure, 330  

  definition, 298  
  differential pay levels, 300  
  employees’ point of view, 299  
  employee stock ownership plans, 342  
  employer’s point of view, 299  
  executive pay, 344–346  
  of expatriate managers  

  allowances, 110  
  balance-sheet approach, 109–110  
  cost of living, 110  
  foreign service premiums, 110  

  for film actors, 345  
  financial, 299  
  global differential pay levels, 301  
  historical comparison of benefits, 308  
  of human resource employees, 25–26  
  indirect, 359  
  individual pay determination, 330–331  
  in international labor force, 300–302  
  job analysis for, 154  
  national comparisons, 302  
  objectives, 299  
  on-call pay, 303  
  pay differentials, 330–331  
  payment methods  

  flat rates, 331  
  pay for time worked, 331–332  
  variable/incentive compensation, 332–342  

  Centers for Disease Control and Prevention, 544, 
547, 548  

  Centralized processes, 524  
  Central tendency error, 278  
  CEOs  

  percentage replaced in 2005, 141  
  succession planning, 140–141  

  Certification election, 476  
  Certification of human resource employees, 25–26  
  Chaebols  ,   South Korea, 17  
  Change management, 14  
  Checklists, 268  
  Chief financial officers, succession planning, 

140–141  
  Child care, 377  
  Child labor law, 304–305  
  Chile, Social Security in, 365  
  China  

  exports to United States, 99  
  paid vacations, 367  
  services outsourced to, 15  
  and union power, 35  
  unions in., 491  
  Walmart   in  

  lack of independent unions, 492  
  trade unions, 492  

  China Labor Watch, 492  
  Cigar Makers Union, 470  
  Cincinnati Enquirer,   196–197  
  Civil Rights Act of 1964, 306  
  Civil Rights Act of 1991, 75, 112, 153, 165  

  enforced by EEOC, 79  
  Civil rights movement, 67  
  Civil Service Commission, abolition of, 480  
  Civil Service Reform Act of 1978, 480  
  Classification or grading system in job 

evaluation, 316–317  
  Clerical aptitude, 234  
  Closed shop, 478  
  Coaching, 408–409  
  COBRA, 372  
  Code of Hammurabi, 310  
  Cognitive and mental ability tests  

  California Test of Mental Maturity, 234  
  Differential Aptitude Test, 233  
  Graduate Record Examination, 233  
  Scholastic Aptitude Test, 233  
  SRA Primary Mental Abilities Test, 233  
  Wechsler Adult Intelligence Scale, 233  
  Wonderlic   Personnel Test, 233  

  Collective bargaining  
  contract administration  

  arbitration, 489–490  
  discipline, 478  
  grievance procedures, 487–488  

  contract ratification, 484  
  definition, 480  
  external influences  

  government, 470  
  labor market conditions, 470  

  failure to reach agreement  
  lockouts, 485–486  
  permanent replacements, 486  
  reasons for impasses, 484  
  strikes, 485  
  third-party intervention, 486–487  

  and lack of good faith, 483  
  prenegotiation  , 481  
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  and Occupational Safety and Health 
Administration, 534  

  O*Net, 161–162, 441  
  and prevailing wage, 307  

  Department of Transportation, 84–85, 239, 505  
  Department or Labor, 369  
  Dependent variable, 134, 559  
  Depressions, 299–300  
  Developed countries, 42  
  Developing countries, 42  
  Development;   see also   Training  

  behavioral techniques, 408  
  behavior modeling, 407  
  case method, 405  
  cognitivist   approach, 408  
  criteria, 408  
  definition, 393  
  diagnostic steps, 414  
  evaluation of  

  criteria, 422–423  
  matrix guide for, 423–424  

  humanist approach, 408  
  in-basket technique, 406  
  incident method, 405  
  individual techniques  

  behavior modification, 417–421  
  goal setting, 415–417  

  of management, 414  
  management games, 406–407  
  objectives of approaches, 409  
  on-the-job training for managers, 408–410  
  outdoor-oriented programs, 407–408  
  purpose, 391  
  role playing, 405–406  
  team building, 421–422  

  Diaz v. Pan Am World Airways,   69–70  
  Dictionary of Occupational Titles,   160–161  
  Differential Aptitude Test, 233  
  Differential pay levels  

  definition, 300  
  global, 301  

  Differential piece rate plan, 338  
  Difficult employees  

  alcohol and substance-abusing employees, 
505–507  

  approaches to discipline  
  hot-stove rule, 514  
  positive discipline, 515–516  
  progressive discipline, 514–515  

  categories of, 504  
  disciplinary interview, 516–517  
  discipline process, 512–514  
  ineffectual employees, 504–505  
  legal challenges to discipline and termination  

  alternative dispute resolution, 519–520  
  exceptions to employment at will, 517–519  

  rule violators, 509–511  
  theft, fraud, and other illegal acts, 507–509  
  workplace violence, 509–511  

  Direct financial compensation, 299  
  Disability, definition of, 77  
  Disability costs, 367  
  Disability income replacement, 373  
  Disabled individuals, 50  
  Disciplinary interview, 516–517  
  Discipline  

  approaches to  
  hot-stove rule, 514  

  Critical incidents  
  in behaviorally anchored rating scales, 269  
  in behavioral observation scales, 270  
  definition, 267  

  Critical incident technique, 267–268  
  Cross-border   interfirm   agreements, 96  
  Cross-cultural skills, 102  
  Cross-cultural training, 108  
  Cross-training, 38  
  Cross-utilization, 38  
  Cultural adaptation, 106–107  
  Cultural differences  

  behavioral, 41  
  economic, 42  
  educational, 41  
  legal and political, 41  

  Cultural steward, 155  
  Culture, dimensions of  

  individualism   vs.   collectivism, 99  
  long-   vs.   short-term orientation, 100  
  masculinity   vs.   femininity, 100  
  power distance, 99  
  uncertainty avoidance, 100  

  Culture shock, 106–107  
  Cumulative trauma disorders  

  carpal tunnel syndrome, 548  
  definition, 548  
  and ergonomics, 568  
  ergonomics program, 548–549  
  increase in, 548–549  
  repetitive distress injuries, 548  

  Cycle time reduction, 14  

    D  

  Data collection  
  for job analysis  

  interviews, 159  
  job incumbent diary or log, 159–160  
  observation, 156–159  
  questionnaires, 159  

  in team building, 421  
  Data confirmation, 421  
  Davis-Bacon Act, 306, 307  
  Day care, 50  
  Day-care assistance, 462–463  
  Defense Production Act of 1950, 302  
  Defined benefit pension plans, 342, 376  
  Defined contribution pension plans, 

342, 376  
  Degree of competitiveness, 302  
  Delayering  , 320  
  Delphi technique, 133, 134  
  Demanding bosses, 446  
  Demographic changes in United States, 129  
  Dental care, 366  
  Department of Health and Human Services, 

371, 535  
  Department of Justice, and workplace 

violence, 511  
  Department of Labor, 191, 239, 303  

  on affirmative action plans, 209  
  Employment and Training Administration, 161  
  on issue of dual careers, 453  
  and National Institute for Occupational Safety 

and Health, 534  
  number of regulatory programs, 35  
  Occupational Outlook Handbook,   572  

  Construct validity  
  definition, 224  
  requirements, 224  

  Consumer-directed health care plan, 371  
  Consumer price index, 348  
  Content validity, 224  
  Contingent workers, 137  

  number of, 53  
  part-timers, 53  
  temporary employees, 53–54  

  Contract ratification, 484  
  Contrast effects, 279  
  Conventional personality type, 440  
  Cooperation tactic, 483  
  Core competencies of human resource 

professionals, 155  
  Cost(s)  

  of arbitration, 489–490  
  of health benefits, 540  
  of impairment testing, 506  
  of stress to employers, 542  
  of treating carpal tunnel syndrome, 568  

  Cost–benefit analysis  
  of benefit programs, 380–381  
  of recruiting, 205  
  of selection decision, 243  

  Cost-effective compensation, 299  
  Cost of living, city comparisons, 110  
  Cost-of-living adjustments, 331, 348  
  Counseling, 408–409  
  Court decisions;   see also   United States 

Supreme Court  
  Commonwealth v. Hunt,   470  
  Diaz v. Pan Am World Airways,   69–70  
  enforcement of equal employment opportunity 

laws, 81–83  
  Equal Employment Opportunity Commission v. 

Detroit Edison,   196  
  Fortune v. National Cash Register,   519  
  Inland Steel v. National Labor Relations 

Board,   360  
  on job analysis, 153  
  McDonnell Douglas v. Green,   69  
  performance evaluation, 259  
  Petermann   v. Teamsters,   518  
  Pugh v. See Candies, Inc.,   518  
  Sabine Pilot Service, Inc. v. Hauck,   518  
  on sexual harassment  

  Burlington Industries v.   Ellerth  ,   73  
  Foragher   v. City of Boca Raton,   73  
  Meritor Savings Bank v. Vinson,   72  
  Pease v. Alford Photo Industries Inc.,   72  

  Shankle   v. B-G Maintenance Management of 
Colorado,   520  

  W. W. Cross v. National Labor Relations 
Board,   360  

  Craft unions  
  and formation of AFL, 470  
  versus   industrial unions, 469  

  Credential-based pay, 343  
  Credible activist, 155  
  Criminal conspiracy doctrine, 470  
  Criterion, 224  
  Criterion-related validity  

  concurrent validity, 225  
  definition, 224  
  predictive test, 224–225  
  predictive validity, 225  
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  Employee codetermination, 114  
  Employee development, 4  
  Employee drug testing, 239–240  

  and Americans with Disabilities Act, 506  
  impairment testing alternative, 506  
  legality, 240  
  number of tests done annually, 505–506  
  number of workplaces using, 505  
  public-sector employees, 506  
  reducing drug use, 506  
  reliability, 240  
  state limits on, 506  

  Employee evaluation, 257;   see also   Performance 
evaluation  

  Employee Free Choice Act proposal, 477  
  Employee management, 9  
  Employee misbehavior requiring discipline, 503  
  Employee ownership, 38  
  Employee Polygraph Protection Act of 1988, 237, 

508–509  
  Employee privacy, 142–143  
  Employee referrals, 195–196  
  Employee Retirement Income Security 

Act, 308, 380  
  major provisions, 375  

  Employees;   see also   Difficult employees; 
Workforce  

  abilities, 54  
  accident repeaters, 532  
  action decisions about  

  with shortages, 137  
  in surplus conditions, 137–138  

  activities protected from retaliation, 71  
  analyzing current supply of  

  contents of skills inventory, 135–136  
  maintaining skills inventory, 136–137  
  skills inventory, 135  

  attitudes and preferences, 54  
  avoiding evaluation problem with, 280–281  
  contingent workers, 53–54  
  forecasting demand for  

  expert estimates, 132–133  
  Markov chain analysis, 133–134  
  regression analysis, 134  
  and strategic direction of company, 131  
  trend projection, 133  
  unit-demand forecasting, 134  

  involved in benefits decision making, 380  
  job layoffs, 455–459  
  job loss, 455–459  
  job satisfaction, 13  
  leasing, 204  
  motivation for   gainsharing   plans, 341  
  motivation of, 54–55  
  number of binge drinkers, 505  
  number of users of illegal drugs, 505  
  opposition to evaluation, 276  
  performance analysis for training 

needs, 400–403  
  personality of, 55  
  potential  

  job search, 193–195  
  preferences for jobs and organizations, 

192–193  
  view of recruiting, 192–193  

  problems of recent hires, 443–446  
  responsibility for evaluating, 262–264  
  self-actualization, 13  

  job layoffs, 455  
  management responses to job loss/layoff, 

457–459  
  opposing views on, 455  
  and 7 percent rule, 458  
  temporary gains from, 458  
  and vividness heuristic, 458  

  Downward transfers, 447  
  Drug-related violence, 99  
  Drug testing;   see   Employee drug testing  
  Dual-career couples  

  challenge for businesses, 462  
  challenges facing, 461–462  
  day-care assistance, 462–463  
  flexible time off, 463  
  helping spouses find jobs, 462  
  hiring spouses of employees, 462  
  job sharing, 463  
  number of, 452  
  percent of workforce, 461  

  Dual-career management  
  hints for organizations, 452–453  
  number of couples, 453  
  paternity leave, 453  
  relocation abroad, 454  
  relocation problem, 453  

  Dukes v.   Walmart   Stores, Inc.,   80  
  Dun & Bradstreet’s Reference Book of 

Manufacturers,   573  

    E  

  Early retirement programs, 139  
  Economic conditions  

  and geographic location, 42  
  influence on benefit decisions, 361  
  of minorities before 1964, 68  
  private sector, 37  
  productivity, 35–37  
  public sector, 37  

  Economic integration, 97  
  Economic man theory, 310  
  Economic Stabilization Act of 1970, 302  
  Economic strike, 485  
  Education  

  for fastest-growing occupations, 41  
  and geographic location, 41  
  relation to compensation, 301  

  Education programs, 376  
  Edwards Personal Preference Schedule, 235  
  EEO;   see   Equal employment opportunity  
  EEOC;   see   Equal Employment Opportunity 

Commission  
  Eight-hour day, 471  
  Elder care, 377  
  E-mail, for job opportunities, 579  
  Employee appraisal, 257  
  Employee assistance programs  

  characteristics, 507  
  examples of success, 507  
  origin of, 507  
  perceived disability claims, 507  
  range of services, 508  
  return on investment, 508  

  Employee Assistance Society of America, 508  
  Employee attitudes, factor in worker safety and 

health, 533  
  Employee benefits;   see   Benefit programs  

  positive discipline, 515–516  
  progressive pattern, 514–515  

  in collective bargaining agreements, 487  
  legal challenges to, 517–520  

  Discipline process  
  administering punishment or motivating 

change, 514  
  assessment mechanism, 514  
  communication of rules, 513  
  disciplinary interview, 516–517  
  elements of, 512  
  period revision of rules, 513  
  rules for behavior, 512–513  

  Discrimination  
  and Age Discrimination in Employment Act, 

76–77  
  and Americans with Disabilities Act, 77–78  

  Americans with Disabilities Act 
Amendments, 78  

  and state laws, 78–79  
  class-action suit against   Walmart  , 80  
  current legal definitions, 68–69  
  disparate impact, 70–71  
  disparate treatment, 69–70  
  English-only rules, 75  
  and Equal Pay Act, 76  
  Executive Order 11246, 65  
  national differences, 112  
  number of charges brought, 66  
  pregnancy discrimination, 74  
  racial, in recruitment, 196–197  
  religious discrimination, 74–75  
  and retaliation, 71–72  

  Disease  
  HIV-AIDS, 546–547  
  and stress, 542  

  Disequilibrium, 542  
  Disparate impact  

  Civil Rights Act of 1991, 70  
  definition,   70  
  four-fifths rule, 70–71  
  Griggs v. Duke Power Company,   70  

  Disparate treatment  
  bona fide occupational qualification, 69  
  burden of proof standard, 69  
  definition, 69  

  Distance learning, 412–413  
  Distance training, 412–413  
  Distributive bargaining, 480–481  
  Diversity;   see also   Minorities  

  and bottom line, 51  
  day care, 50  
  definition, 44  
  disabled individuals, 50  
  at global level, 52  
  recent workplace changes, 49–50  
  unfriendly examples, 52  

  Diversity management, 44  
  at Aetna, 51  
  at Ford Motor Company, 50  
  at IBM, 52  

  Diversity-unfriendly companies, 52  
  Downsizing  

  of America, 48  
  definition, 53  
  effects of job loss, 455–456  
  emotional impact of, 53  
  facts about, 53  
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  Ergonomics, 568  
  Ergonomics Center of North Carolina State 

University, 549  
  Ergonomics software program, 548  
  Essay evaluation, 267  
  Establishment phase of career, 436  
  Esteem need, 436  
  Ethical policies, 13–14  
  Ethnocentric perspective, 102  
  European Trade Union Confederation, 115  
  European Union, 97  

  paid vacations, 367  
  unemployment insurance, 362–363  
  vacation benefits, 368  

  Eustress  , 542  
  Evaluation matrix, 423–424  
  E-Verify program, 190  
  E-Verify Self-Check, 190  
  Everyday Revolutionaries   (  Helgesen  ), 39  
  Executive college recruiters, 202  
  Executive information systems, 140  
  Executive Order 10988, 480  
  Executive Order 11246, 65, 209  

  and affirmative action, 85  
  enforcement of, 79  

  Executive Order 11491, 480  
  Executive Order 11823, 480  
  Executive pay  

  compared to average workers, 344  
  golden parachutes, 345  
  highest paid executives, 346  
  reasons for excess, 346  
  relation to performance, 345  
  stock options, 346  
  survey results on, 345  

  Executive search firms, 199  
  Exempt workers, 304, 305  
  Expatriate managers  

  compensation  
  allowances, 110  
  balance-sheet approach, 109–110  
  cost of living, 110  
  foreign service premiums, 110  

  crucial role in large companies, 104  
  culture shock, 106–107  
  definition, 102  
  in dual-career marriages, 105  
  failure rates, 104  
  host country preparation, 107  
  language skills, 107  
  reverse culture shock, 107  
  selection of  

  alternative to traditional, 106  
  categories of skills, 104  
  family issues, 105  
  low or high probability of success, 105  
  predeparture   training, 105  

  solo or with families, 118–119  
  training  

  cross-cultural, 104  
  in host country location, 108–109  
  intercultural, 107  
  predeparture  , 108  
  for repatriation, 109  
  self-awareness assessment, 108  

  Expectancy theory, 309–310  
  Experience, as validation, 225  
  Experience criterion, 220–221  

  English-only rules, 75  
  Enterprising personality type, 440  
  Environmental regulations, weak, 111–112  
  Environmental scanning, 131  
  Environmental unpleasantness, 45  
  Equal employment, 65–66, 85  
  Equal employment opportunity  

  and career planning  
  affirmative action, 454–455  
  glass ceiling, 454  

  economic status of minorities before 1964, 68  
  emergence of, 67  
  and government, 68  
  and human resource management activities, 66  

  Equal Employment Opportunity Commission, 6, 
65, 139  

  age discrimination changes, 76  
  Alternative Dispute Resolution task force, 79  
  complaint process steps, 81  
  and court rulings, 81–83  
  Guidelines on Discrimination Because of 

National Origin  , 75  
  laws enforced by, 79  
  mediation program, 79  
  number of claims filed in 2010, 66  
  number of claims resolved, 79  
  number of new charges in 2010, 79  
  powers of, 79  
  religious discrimination cases, 74  
  retaliation claims 1981–2010, 71  
  sexual harassment claims, 72  
  Uniform Guidelines on Employment Selection 

Procedures  , 71  
  Equal Employment Opportunity Commission v. 

Detroit Edison,   196  
  Equal employment opportunity laws  

  and affirmative action, 83–86  
  Age Discrimination in Employment Act, 76–77  
  Americans with Disabilities Act, 77–78  
  Americans with Disabilities Act 

Amendments, 78  
  Civil Rights Act of 1991, 75  
  enforcement of  

  by courts, 81–83  
  by EEOC, 79–81  

  Equal Pay Act, 76  
  Executive Order 11246, 76  
  and help-wanted ads, 197  
  state laws, 78–79  
  on termination, 517  
  Title VII, 68–75  

  Equal employment opportunity programs, 66  
  Equal Pay Act of 1963, 76  

  and comparable worth concept, 306  
  enforced by EEOC, 79  
  establishing equality of positions, 305–306  
  prohibiting retaliation, 71  
  treatment of women, 305  

  Equal Protection Clause of the 14th 
Amendment, 85  

  Equitable compensation, 299  
  E-recruiting  

  excess of, 208–209  
  free online resources, 200  
  growth of, 197  
  job seeker’s perspective, 198  
  reasons for popularity, 198  
  websites, 198–199  

  Employees    —Cont.
  self-efficacy, 222  
  self-management, 433  
  unsatisfied, 13  
  view of compensation, 299  
  well-trained and motivated, 12–13  
  and yellow-dog contracts, 472  

  Employee services  
  child care, 377  
  education programs, 376  
  elder care, 377  
  financial services, 377–378  
  preretirement programs, 377  
  social and recreational plans, 378  
  stock ownership plans, 376  

  Employee stock ownership plans, 342  
  Employee theft, 507–509  

  high cost of, 523–524  
  integrity tests, 508–509  
  proactive approach, 507–508  
  security systems, 507–508  
  steps to minimize, 509  

  Employee theft prevention;   see   
Fraud prevention  

  Employers  
  adverse employment actions, 71–72  
  benefit costs, 361  
  cost of employee stress, 542  
  employee injunctions against, 534  
  gathering information about, 193–194  
  I-9 forms, 190  
  responsibility for OSHA standards, 536  
  unfair labor practices by, 473  
  view of compensation, 299  

  Employer-sponsored health insurance  
  benefits included, 370  
  consumer-directed health care plan, 371  
  definition, 370  
  health insurance, 370–371  
  HMOs, 371–372  
  manager knowledge of, 371  
  preferred provider organizations, 372  
  and rising costs of health care, 370  
  for salaried employees, 370  

  Employer-sponsored life insurance, 372  
  Employer websites, 573  
  Employment at will, 227  

  definition, 517  
  exceptions  

  good faith and fair dealing, 519  
  implied contract, 518–519  
  violation of public policy, 517–518  

  Employment interview;   see   Job interview  
  Employment projections, 40–41  
  Employment security, 38  
  Employment Standards Administration, 303  
  Employment tests  

  and Big Five personality dimensions, 235–236  
  cognitive ability tests, 233–234  
  costs of, 232  
  job sample performance tests, 233  
  measures of characteristics, 232  
  personality inventories and temperament tests, 

235–236  
  polygraph and honesty tests, 235–237  

  Empowerment, 38  
  degree of, 45  
  strategy, 44  
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  France  
  hourly compensation costs, 302  
  number of vacation days, 368  
  and union power, 35  
  wages and benefits in, 98  

  Fraternal Order of Police, 480  
  Fraud  

  by employees, 507–509  
  high cost of, 523–524  

  Fraud prevention  
  careful hiring practices, 524  
  centralized processes, 524  
  internal controls, 524  
  redundancy, 524  
  separation of duties, 524  

  Full employment, 299  
  Functional job analysis  

  job relationships, 161  
  O*Net, 161–162  
  origin of, 160–161  
  work function scale, 161  

    G  

  Gainsharing   incentive plans  
  business plan   gainsharing  , 340–341  
  comparative analysis, 340  
  definition, 337  
  elements of, 337  
  employee motivation, 341  
  ImproShare  , 340–341  
  Lincoln Electric plan, 338–339  
  Rucker plan, 339–340  
  Scanlon plan, 339  
  shortcomings, 341  
  spot   gainsharing  , 341  
  successful, 337  
  winsharing   plans, 341  

  Gender diversity, 456  
  Gender quotas, 456  
  Generation X, 6, 49–50, 256–257  

  career needs, 435  
  characteristics of, 12  
  and work–life balance, 210–211  

  Generation Y, 6  
  in business world, 59–61  
  career needs, 435  
  characteristics of, 12  
  compared to previous generations, 60  
  desire for performance feedback, 256–257  
  making most of talents of, 12  
  training for, 410  

  Genetic Information Nondiscrimination Act of 
208, 80  

  Geocentric orientation, 102  
  Geographic transfers, 410  
  Germany  

  employee codetermination, 114  
  hourly compensation costs, 302  
  number of vacation days, 368  
  origin of Social Security, 365  
  union membership, 491  
  wages and benefits in, 98  

  Gilmer v. Interstate/Johnson Lane 
Corporation,   520  

  Glass ceiling, 343  
  obtaining benefits of gender diversity, 456–457  

  Global competition, 6, 48  

  Federal Highway Administration, 505  
  Federal Labor Relations Authority, 480  
  Federal Labor Relations Council, 480  
  Federal Mediation and Conciliation 

Services, 486  
  Federal Pay Comparability Act of 1970, 312  
  Federal Trade Commission  

  on identity theft, 142  
  Identity Theft Clearinghouse, 142  

  Federal unemployment tax, 362  
  Federal Wage Garnishment Act, 306  
  Federation of Organized Trades and Labor 

Unions, Chicago, 471  
  Federations of unions, 473–474  
  Feedback, 172, 173  
  Feedback interview, 281–283  
  Feedback pay, 343–344  
  Feedback Zone, 257  
  Feminine cultures, 100  
  Field experiments, 416  
  Field review techniques, 263  
  Fifth Discipline   (  Senge  ), 397, 401  
  Financial allowance, 110  
  Financial compensation, 299  
  Financial services for employees  

  financial planning, 377–378  
  thrift plan, 377  

  Financial Times,   191  
  Finland, union membership, 491  
  Fit, concept of, 100  
  Flat rates, 331  
  Flexible benefit plans, 378  
  Flexible spending accounts, 378  
  Flexible time off, 463  
  Flextime, 174, 211  
  Follow-up on orientation, 395  
  Forbes,   344  
  Forced choice format, 266–267  
  Forced distribution system, 272–273  
  Forecasting demand for employees;   see   Human 

resource planning process  
  Foreign Corrupt Practices Act, 112  
  Foreign direct investment, 96  

  for developing and transitional economies, 99  
  top ten recipients, 99  

  Foreign service premiums, 110  
  Formal career counseling  

  human resource information system, 451  
  job information system, 451  
  job posting, 450–451  
  at   Syntec   Corporation, 450  
  websites, 451  

  Formal education  
  and compensation, 300  
  criterion, 220–221  

  Formal performance evaluation, case for using  
  legal implications, 258–259  
  purposes of evaluation, 258  

  Fortune,   59, 192  
  Fortune v. National Cash Register,   519  
  Four-fifths rule, 70–71  
  401(k) plans  

  legal basis, 374  
  management of, 374  
  number of participants in 2004, 374  
  web-centric, 374  

  14th Amendment, Equal Protection Clause, 85  
  Fourth Amendment, and drug testing, 506  

  Experienced meaningfulness, 173  
  Experienced responsibility, 173  
  Expert estimates  

  Delphi technique, 132  
  nominal group technique, 132–133  

  External environmental influences  
  behavioral factors, 41  
  competitiveness, 37–38  
  economic conditions, 35–37, 42  
  educational factors, 41  
  geographic location, 41  
  for global human resource management, 97  
  government laws and regulations, 34–35  
  labor force composition, 38–41  
  legal and political factors, 41  
  on recruitment  

  government, 189–190  
  labor force composition, 191  
  labor market conditions, 190–191  
  labor unions, 189–190  
  location of organization, 191  

  on selection  
  federal laws, 219  
  labor market, 219  
  state laws, 219  

  unions, 35–36  
  External fit, 100  
  External recruiting  

  college recruiting, 201–202  
  employment agencies, 199  
  e-recruiting, 197–198  
  executive college recruiters, 202  
  executive search firms, 199  
  help-wanted ads, 196–197  
  social networking sites, 198–199  
  special-events, 199–200  
  summer internships, 200–201  

  Extinction, 418  

    F  

  Face validity   vs.   actual validity, 233  
  Fact-finding, 487  
  Factor comparison method  

  advantages and disadvantages, 318  
  mental effort, 318  
  physical effort, 318  
  responsibilities, 317  
  skill, 317  
  working conditions, 318  

  Fair Labor Standards Act, 76, 175, 303–304  
  child labor, 304–305  
  Equal Pay Act amendment, 305–306  
  exemption guidelines, 305  
  major provisions, 303  
  minimum wage, 303–304  
  overtime pay, 304  

  Fallback position, 447–448  
  Families and Work Institute, Business Work–Life 

Study, 43  
  Families of expatriate managers, 105  
  Family and Medical Leave Act of 1993, 

3, 80, 369  
  Family leave, 369  
  Family support allowance, 110  
  Federal Bankruptcy Code, 530  
  Federal Employees Group Life Insurance 

Act, 308  
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  Graphic rating scale, 264–266  
  Gratz   v. Bollinger,   85–86  
  Grievance procedures, 487–488  
  Grievances, 487  
  Gross national product, salaries and wages 

percentage of, 299  
  Group life insurance, 372  
  Grutter   v. Bollinger,   86  
  Guaranteed annual wage, 348  
  Guidelines on Discrimination Because of 

National Origin   (EEOC), 75  

    H  

  Halo error, 277–278  
  Hawthorne studies, 7  
  Haymarket affair, Chicago, 471  
  Health, 539;   see also   Safety and health   entries  
  Health benefits, costs of, 540  
  Health hazard appraisal, 540  
  Health Hazard Evaluation Program 

(NIOSH), 545  
  Health hazards, 529–530;   see also   Safety and 

health   entries;   Safety hazards  
  Health insurance  

  benefits included, 370  
  COBRA, 372  
  and long-term care insurance, 372  
  and rising costs of health care, 370  
  for salaried employees, 370  

  Health maintenance organizations, 371–372  
  Help-wanted ads, 196–197  
  High-pay strategy, 312  
  Hiring, careful practice in, 524  
  Hispanics  

  joining labor force, 129  
  in labor force, 40  
  in unions, 490  

  HIV-AIDS  
  Bloodborne   Pathogen Standards (OSHA), 547  
  as business problem for 21st century, 547  
  company approaches to, 547  
  fear by co-workers, 547  
  number of people infected worldwide, 546  
  protected by Americans with Disabilities Act, 

546–547  
  transmission of, 546  
  in workplace, 546–547  

  Home-based workers, and OSHA, 536  
  Homicide, cause of workplace fatalities, 531  
  Honesty tests, 237  
  Hoover’s Top Employers,   451  
  Host country, expatriate training in, 108–109  
  Host country nationals  

  advantages over expatriates, 111  
  definition, 101  
  in global corporations, 111  
  recruitment, selection, and training, 111  
  reservations about using, 111  

  Hostile work environment, 72–73  
  Hot cargo agreements, 485  
  Hot-stove rule  

  basic problems with, 515  
  in discipline, 514  

  Hourly compensation costs, 302  
  HR;   see   Human resource  
  HRM;   see   Human resource management  
  Human interaction on the job, 45  

  wage and hour regulations, 303–306  
  wage controls and guidelines, 302–303  

  responses to safety and health problems  
  legislation, 534  
  OSHA activities, 534–538  

  restrictions on recruitment, 189–190  
  roles in worker safety and health, 534  

  Government Alliance for Training and Education, 
413–414  

  Government Education and Training Network, 
413–414  

  Government inspectors, 533  
  Government laws and regulations  

  affirmative action, 83–86  
  Age Discrimination in Employment Act, 306  
  Americans with Disabilities Act, 165, 

168, 221, 306  
  awareness of, 86  
  Civil Rights Act of 1964, 306  
  Civil Rights Act of 1991, 153, 165  
  Coal Mine Safety and Health Act, 534  
  Davis-Bacon Act, 306, 307  
  Defense Production Act of 1950, 302  
  Economic Stabilization Act of 1970, 302  
  Employee Polygraph Protection Act, 

237, 508–509  
  enforcement of equal employment opportunity, 

79–83  
  equal employment opportunity laws, 68–78  
  Equal Pay Act, 305–306  
  exceptions to employment at will, 517–518  
  Executive Order 11246,   209  
  Fair Labor Standards Act, 175, 303–305  
  Family and Medical Leave Act, 80, 369  
  Federal Employees Group Life Insurance 

Act, 308  
  Federal Pay Comparability Act of 1970, 312  
  Federal Wage Garnishment Act, 306  
  Genetic Information Nondiscrimination Act, 80  
  Health Maintenance Act of 1973, 372  
  and human resource planning, 129  
  Identity Theft and Assumption Deterrence 

Act, 142  
  Immigration Reform and Control Act, 189–190  
  increase 1940–2010, 35  
  influence on selection, 219  
  labor legislation, 472–473  
  Legal Arizona Workers Act, 190  
  litigation over, 35  
  major areas of legislation, 34–35  
  McNamara-O’Hara Service Contract Act, 306  
  Occupational Safety and Health Act, 175, 534  
  Omnibus Transportation Employee 

Testing Act, 505  
  Patient Protection and Affordable Care Act, 80  
  Pregnancy Discrimination Act, 369  
  private pension plans, 375  
  problem for human resource managers, 35  
  Rehabilitation Act, 77  
  role in increasing benefit programs, 361  
  state laws, 78–79  
  varying among nations, 114  
  Wage Stabilization Act, 302  
  Walsh-Healy Act, 305–306, 534  
  Worker Adjustment and Retraining Notification 

Act, 134  
  Graduate Record Examination, 233  
  Granite University, 308  

  Global corporations  
  capitalizing on diversity of global workforce, 102  
  compared to multinational corporations, 101  
  critical human resource management focus, 101  
  definition, 100  
  ethnocentric perspective, 102  
  finding expatriate managers, 102  
  geocentric orientation, 102  
  and host country nationals, 111  
  and labor relations, 113–115  
  sources of employees  

  host country nationals, 101  
  parent country nationals, 101  
  third country nationals, 102  

  transnational HRM system, 102  
  Global human resource management, 119  

  Boswell Technologies, 96  
  concept of fit, 100  
  cultural nature of  

  dimensions of culture, 99–100  
  influence of cultural differences, 100  

  host country nationals and global 
corporations, 111  

  labor relations, 113–115  
  legal and ethical climate  

  bribery problem, 112  
  employment discrimination, 112  
  environmental regulations, 111–112  
  profits   vs.   human rights, 112  
  Sullivan Principles, 112–113  

  most important challenges, 97  
  source of employees for International 

assignments  
  host country nationals, 101  
  parent country nationals, 101  
  third country nationals, 102  

  Globalization, indicators of progress in, 96–97  
  Global market connections, 48  
  Global mindset, 103  
  Global scanning, 131  
  Global unionization, 491  
  Global wage differentials, 301  
  Global workforce, 102  
  Goals  

  attributes  
  difficulty, 415  
  intensity, 415  
  specificity, 415  

  definition, 415  
  departmental differences, 43–44  
  diversity, 44  
  organizational, 11, 43–44, 129  

  Goal setting  
  criticisms of, 416–417  
  individual differences, 416  
  key steps, 415  
  Locke’s contribution to, 415  
  process, 415  
  research on, 415–416  
  and self-efficacy, 222  

  Golden parachute, 345  
  Good faith and fair dealing, 519  
  Government  

  emergence of equal employment opportunity, 68  
  human resource managers in, 20–21  
  influence on collective bargaining, 470  
  influences on compensation, 302–307  

  pay legislation, 306  
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  security operations, 507–508  
  steps to minimize theft, 509  

  in government, 20–21  
  job description, 169  
  multiple responsibilities, 22–25  
  role in benefit programs, 361  

  Human resource manager-specialists, 15–16  
  Human resource metrics  

  employee management, 9  
  training and development, 9  
  and turnover rate, 9  

  Human resource planning  
  and changing demographics, 129  
  definition, 129  
  and government policies, 129  
  and organizational goals, 129  
  and strategic planning, 130  
  unskilled   vs.   skilled jobs, 129–130  
  and virtual HRM, 145–146  

  Human resource planning process  
  action decisions  

  with shortage of employees, 137  
  in surplus conditions, 137–139  

  analysis of current supply of employees, 
135–137  

  diagram, 130  
  environmental scanning, 131  
  forecasting demand for employees  

  expert estimates, 132–133  
  Markov chain analysis, 133–134  
  and organizational strategies, 131  
  regression analysis, 134  
  trend projection, 133  
  unit-demand forecasting, 134  

  global scanning, 131  
  situation analysis, 131  

  Human Resource Planning Society, 48  
  Human resource professionals  

  acquiring global experience, 103  
  global mindset, 103  
  international business skills, 103  
  must-have competencies, 155  

  Human resources department operations  
  clarifying objectives, 17–18  
  evaluation of, 557–558  
  organization of, 19–21  
  personnel ratio, 17  
  policies, 18–19  
  procedures, 19  
  strategy, 17  

  Human Resources Institute, 261  
  Hungry man theory, 310  
  Hyperkinetic Woman, 39  

    I  

  Idea coordinator, 340  
  Identity theft, 142–143  
  Identity Theft and Assumption Deterrence 

Act of 1998, 142  
  Illegal acts, 507–509  
  Illegal business practices, 111–112  
  Imitating models, 407  
  Immigration Reform and Control Act of 1996, 

189–190  
  Impairment testing, 506  
  Implied contract, 518–519  
  Impression management and behaviors, 194  

  National Pancake House, 30–31, 57  
  people first improvement, 11  
  performance management practices, 11  
  role of top management, 11  
  talent analytics, 10  
  and worldwide changes in work, 10  

  and organizational objectives  
  communication to all employees, 13  
  efficient employment of skills, 12  
  ethical policies, 13–14  
  job satisfaction and self-actualization, 13  
  managing change, 14  
  managing increased urgency and faster cycle 

times, 14  
  quality of work life, 13  
  reaching organizational goals, 11  
  socially responsible behaviors, 13–14  
  well-trained and motivated workforce, 

12–13  
  organization of, 20  
  outsourcing of functions, 138  
  people-oriented, 5  
  quantifying quality, 559–562  
  strategically oriented, 5  
  strategic challenges  

  caliber of workforce, 52–53  
  contingent workers, 53–54  
  diversity of workforce, 49–52  
  global competition, 48  
  technology, 48–49  

  strategic importance of  
  key concepts, 8–9  
  managerial roles, 9–10  
  performance measures, 9  

  strategic   vs.   traditional, 7–8  
  Human Resource Management,   573  
  Human resource management activities, 5  

  discipline as challenge in, 504  
  to enhance competitive advantage, 37–38  
  and equal employment opportunity, 66  
  in global perspective, 97–103  
  by organizational level, 47  
  performance of  

  changes over time, 15  
  interaction of operating and HR managers, 

15–16  
  outsourcing, 15  
  place in management, 16–17  

  safety and health programs, 532–534  
  Human resource management audit, 560–561  
  Human resource management diagnostic 

framework  
  abilities of employees, 54  
  attitudes and preferences of employees, 54  
  motivation of employees, 54–55  
  personality of employees, 55  

  Human resource management policies, 18–19  
  communicated to all employees, 13  
  and labor unions, 470  
  legal course for complaints against, 82  

  Human resource management procedures, 18  
  Human resource management-related trends, 6  
  Human resource management strategy, 17  
  Human resource managers  

  awareness of cultural differences, 42  
  coping with laws and regulations, 35  
  dealing with dishonesty problems  

  proactive approach, 507  

  Human relations movement, 7  
  Human Resource Competence Study,   155  
  Human resource information systems, 129, 

143, 451  
  definition, 139  
  and employee privacy, 142–143  
  executive information systems, 140  
  and identity theft, 142–143  
  for multiple human resource needs, 140  
  for recruitment, 139  
  software programs, 139, 140  
  for succession planning, 140–141  
  tracking programs, 139  

  HR Magazine,   3, 208, 333, 573  
  Human resource management (HRM)  

  action-oriented, 5  
  ARDM model  

  description, 32–33  
  as diagnostic tool, 33–34  

  basic principles, 557–558  
  compensation as function of, 298  
  conflicts in decision making, 15–16  
  dealing with employee misbehavior, 503  
  definition, 4  
  desirable end results, 55–56  
  external environmental influences  

  behavioral factors, 41  
  competitiveness, 37–38  
  economic conditions, 36–37  
  educational factors, 41  
  geographic location, 41–42  
  government laws and regulations, 34–35  
  labor force composition, 38–41  
  legal and political factors, 41  
  unions, 35–36  

  future-oriented, 5  
  globally oriented, 5  
  history of  

  blue-collar orientation, 7  
  human resource movement, 7  
  industrial psychology, 7  
  Industrial Revolution, 5–6  
  personnel departments, 7  
  scientific management, 6  
  welfare secretaries, 7  

  information sources for  
  federal government, 566–567  
  labor unions, 567–569  
  periodicals, 563–564  
  private organizations, 565–566  
  scholarly journals, 564  
  specialized journals, 563–564  

  internal environmental influences  
  goals, 43–44  
  leader’s style and experience, 46  
  nature of task, 45–46  
  organization culture, 44  
  strategy, 42–43  
  work group, 46  

  issues, problems, and challenges, 3–4  
  measurement system, 558–559  
  objectives, 17–18  
  and organizational effectiveness  

  and changes in human resources, 10  
  changing role in organization, 31  
  criteria, 10  
  crucial elements needed, 10  
  human resource accounting, 10  
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  International organizations, HRM activities  
  and insufficient top managers, 97  
  ten most important challenges facing, 97  

  International Trade Secretariat, 115  
  International Union United Auto Workers v. 

Johnson Controls,   69  
  International vacation benefits, 368  
  Internet  

  for career help, 451  
  as instruction tool, 411–412  
  job hunting portals, 3  
  online résumés, 247–248  
  recruitment videos, 197  
  for salary information, 347  
  web-based job boards, 168  
  web-centric 401(k) plans, 376  

  Internet-based reference checks, 245–247  
  Internship programs, 200–201  
  Interorganizational   validity, 396  
  Interrater reliability, 223, 261  
  Interviewing Institute, 232  
  Interviews, in job analysis, 159  
  Intranets, 412  
  Intraorganizational   validity, 396  
  Investigative personality type, 438  
  Involuntary affirmative action plans  

  analyze underrepresentation, 83–84  
  set goals, 84  
  specify attainment of goals, 84  

    J  

  Japan  
  karoushi   (stress death), 543  
  number of vacation days, 368  

  Job analysis  
  for compensation, 154  
  competence modeling, 170  
  conduct of, 154  
  court decisions on, 153  
  crucial in selection process, 219–220  
  data collection methods  

  interviews, 159  
  job incumbent diary or log, 159–169  
  observation, 156–159  
  questionnaires, 159  
  selection of method, 160  

  definition, 152  
  information format, 156–158  
  job description, 165–168  
  job-oriented, 156  
  job specifications, 165–168  
  multimethod   approach, 160  
  organizational chart, 154–155  
  process chart, 156  
  quantitative techniques  

  functional job analysis, 160–162  
  management position description 

questionnaire, 164–165, 166–167  
  positional analysis questionnaire, 162–164  

  questions answered by, 151  
  for recruitment and selection, 153–154  
  steps, 152–153  
  store manager and maternity leave, 178–179  
  and strategic HRM, 168–170  
  for strategic planning, 154  
  strategies, 169–170  
  for training and development, 154  

  Ineffective employees  
  discrepancies between performance and needs, 

504–505  
  factors influencing, 505  
  questions for analysis, 505  

  Informal career counseling, 449–450  
  Informal performance evaluation, 257  
  Information age, 48  
  Information sharing, 38  
  Information technology, ability to use, 45  
  I-9 forms, 190  
  Initial job assignment, 445  
  Initial job challenge, 443–444  
  Initial job performance evaluation, 444  
  Initial job satisfaction, 444  
  Initial lack of communication, 444  
  Inland Steel v. National Labor Relations 

Board,   360  
  Innovation, quicker, 48  
  Inputs, 36  
  Integrative bargaining, 481  
  Integrity tests, 508–509  
  Intelligent careers, 439–440  
  Intelligent organization  

  capabilities, 439  
  connections, 439  
  organization culture, 439  

  Interaction management, 407  
  Intergroup team building, 421  
  Intermediate union bodies, 474  
  Internal controls, 524  
  Internal environmental influences  

  definition, 42  
  leader’s style and experience, 46  
  nature of task, 45–46  
  organizational goals, 43–44  
  organization culture, 44  
  strategy, 42–43  
  work group, 46  

  Internal fit, 100  
  Internal moonlighting, 195–196  
  Internal recruiting  

  employee referrals, 195–196  
  internal moonlighting, 195–196  
  job postings, 195  

  Internal Revenue Code  
  and education programs, 376  
  Section 401 (k), 474  

  International assignments  
  new types, 106  
  traveling, 103  

  International Association of Fire Fighters, 480  
  International Association of Machinists and 

Aerospace Workers, 498  
  International Brotherhood of Teamsters, 475, 490  
  International business, and Social Security, 

363–364  
  International business skills, 103  
  International Confederation of Free Trade 

Unions, 491  
  International labor force, and compensation  

  in global marketplace, 301  
  national wage differentials, 301–302  
  use of cheap labor, 300–301  

  International Labor Organization, 115  
  International Ladies Garment Workers Union, 308  
  International Longshoremen’s and Warehouse 

Union, 486  

  ImproShare  
  analysis of, 340  
  business   gainsharing  , 340–341  
  spot   gainsharing  , 341  
  winsharing   plans, 341  

  In-basket technique, 406  
  Incentive compensation  

  definition, 332  
  at Hewlett-Packard, 332  
  individual incentives, 334–335  
  key design factors, 332  
  merit incentives, 333–334  
  organizationwide   incentives, 336–342  
  risk in, 332  
  versus   seniority, 311  
  team incentives, 335–336  
  total compensation approach, 333  

  Incentive-providing compensation, 299  
  Incident method, 405  
  Independent contributor, 437  
  Independent Pilots Association, 307  
  Independent variables, 134  
  India  

  offshoring   to, 119  
  services outsourced to, 15  

  Indirect financial compensation, 299, 359  
  Indirect pay, 333  
  Individual evaluation methods  

  behavioral expectation scale, 269  
  behaviorally anchored rating scales, 269–270  
  behavioral observation scales, 270  
  checklists, 268  
  critical incidents technique, 267–268  
  essay evaluation, 267  
  forced choice format, 266–267  
  graphic rating scale, 264–266  
  mixed standard scale, 266  
  weighted checklists, 268  

  Individual incentives  
  commissions, 335  
  differential piece rate plan, 334  
  effectiveness of, 335  
  frequently used incentives, 335  
  production bonus systems, 334–335  
  standard-hour plan, 334  
  straight piecework, 334  
  Taylor plan, 334  

  Individualism   vs.   collectivism, 99  
  Individual needs  

  in career development, 434  
  and career stages, 436  

  Individual pay determination, 312, 321, 330–331  
  Individual retirement accounts, 373  
  Individual skills profile, 442  
  Indoor environmental quality  

  bans on smoking, 546  
  contributing factors, 545  
  Health Hazard Evaluation Program, 545  
  refusal to hire smokers, 546  
  sick-building syndrome, 544–546  
  solutions to, 545–546  

  Industrial psychology, 7  
  Industrial relations, 4  
  Industrial Revolution, 5–6  
  Industrial unions  

  Congress of Industrial Organizations, 471  
  versus   craft unions, 469  

  Industries, personnel ratio, 17  
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  Job specification, 166–168  
  definition, 152  
  and recruiting, 191  

  Jobs skilled or unskilled, 129–130  
  Job tenure, decline of, 53  
  Job title, 165  
  Johnson v. Transportation Agency,   83, 456  
  Jurisdictional strikes, 485  
  Just-in-time employees, 204  

    K  

  Karoushi   (stress death), 543  
  Knights of Labor, 470  
  Knowledge, skills, abilities, and other 

characteristics;   see   KSAOs  
  Knowledge, to use information technology, 45  
  knowledge-based pay, 343  
  Knowledge-driven economy, 439  
  Knowledge needs, 48  
  Knowledge of results, 173  
  Knowledge skills, 45  
  Knowledge workers, 45, 437  
  KSAOs, 160, 170, 220  
  KSAs (knowledge, skills, and abilities), 399  

    L  

  Labor budget, 309  
  Labor Day, origin of, 471  
  Labor force  

  changing demographics, 129  
  increased diversity of, 6  
  size in 2009, 38  

  Labor force composition  
  and diversity, 38–41  

  minorities, 40  
  older employees, 40  
  projected changes, 40–41  
  women, 39–40  

  and recruitment, 191  
  Labor legislation  

  Arbitration Act of 1888, 472  
  Landrum-Griffin Act, 473  
  National Labor Relations Act, 482  
  Norris-LaGuardia Act, 472  
  Railway Labor Act of 1926, 472  
  Taft-Hartley Act, 473  

  Labor Management Relations Act;   see   Taft-
Hartley Act  

  Labor Management Reporting and Disclosure 
Act;   see   Landrum-Griffin Act  

  Labor market  
  effect on compensation  

  and benefits, 300  
  contingent workers, 300  
  differential pay levels, 300  
  formal education, 300  
  in full employment, 299  
  Generation Y, 300  
  and international labor force, 300–302  
  in recession or depression, 299–300  
  and skills of employees, 300  
  workforce diversity, 300  

  future tightening of, 188–189  
  influence on benefit decisions, 361  
  influence on collective bargaining, 470  
  influence on selection, 219  
  recruitment and conditions of, 190–191  

  Job layoffs  
  definition, 455  
  effects of, 455–456  
  management responses  

  information needed on, 459  
  layoff criteria, 457  
  outplacement services, 

458–459  
  stock price response, 458  

  Job listings, 574  
  Job loss  

  definition, 455  
  effects of, 455–456  
  management responses, 457–459  

  Job-oriented job analysis, 156  
  Job performance, past, 221  
  Job posting, 195, 218, 450–451  
  Job ranking, 316  
  Job redesign, 38  
  Job-related stress, 542  
  Jobs  

  age restrictions, 221  
  comparable worth concept, 306  
  contingent workers, 53–54  
  definition, 152  
  effect of outsourcing, 113  
  and Equal Pay Act, 305–306  
  with most serious dangers, 531  
  screening applicants, 52  
  similarities and differences  

  degree of ability to use information 
technology, 45  

  degree of empowerment, 45  
  degree of environmental unpleasantness, 45  
  degree of human interaction, 45  
  degree of physical exertion, 45  
  degrees of variety of tasks, 45  
  physical location of work, 45  
  task differences and job design, 45  
  task identity, 45  
  time dimension of work, 45  

  and skills gap, 52  
  team-based, 176  
  transfers and rotation, 410  

  Job sample performance tests, 233  
  Job satisfaction, 13  

  initial, 444  
  key psychological states, 173  

  Job search  
  career advice, 574  
  e-mail, 574  
  employer websites, 573  
  information-gathering, 193–194  
  information on prospective 

employers, 573  
  interview strategy, 577–579  
  job interviews, 194–195  
  job listings, 574  
  management recruiters, 574  
  personalizing résumés, 575–576  
  questions to ask on career options, 572  
  résumé postings, 574  
  résumés, 194  
  search assistance, 574  
  self-assessment, 193  
  visiting the company, 580  
  websites, 573  

  Job sharing, 174, 463  

  uses of, 153–154  
  vocabulary of, 152  
  work-oriented, 156  

  Job applicants  
  drug testing, 239–240  
  employment interview, 228–232  
  employment tests, 232–237  
  physical examination, 239–240  
  preliminary screening, 226–228  
  reference checking and recommendations, 

237–238  
  screening, 52  
  selection decision, 238–239  
  and work–life balance, 210–211  

  Job characteristics model  
  core job dimensions, 172  
  key psychological states, 173  

  Job description  
  definition, 152  
  for human resource managers, 169  
  information included in, 165  
  recent changes in, 165  
  and recruiting, 191  
  web-based job boards, 168  

  Job design, 45  
  categories, 170–175  

  mechanistic approach, 171–172  
  motivational approach, 172–173  
  in teams, 175–176  
  work–family balance, 173–175  

  and pay, 310  
  varying approaches, 170  

  Job dissatisfaction, 543  
  Job enlargement, 171  
  Job enrichment, 172, 445  
  Job enrichment programs, 173  
  Job evaluation, 312  

  classification or grading system, 317  
  decisions to ensure effectiveness, 315  
  definition, 315  
  factor comparisons, 317–318  
  point system, 317  
  process, 316  
  ranking of jobs, 316  

  Job fairs, 199–200  
  Job family, 152  
  Job hazards, 530  
  Job incumbent diary or log, 159–160  
  Job incumbents information format, 156–158  
  Job information system, 451  
  Job instruction training, 539  
  Job instruction training methods, 404  
  Job interview  

  actual interview, 578–579  
  behavioral description interview, 230  
  confidence and enthusiasm during, 231  
  impression management, 194  
  planning for, 577–578  
  preparation for, 230  
  preparing for, 195  
  questions asked by interviewees, 579  
  questions asked by interviewers, 578  
  reasons for failing, 579  
  situational interview, 230–231  
  structured, 228–229  
  success during, 232  
  training for, 231–232  
  unstructured, 228  
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  Management development, 414  
  Management games, 406–407  
  Management goals, and worker safety and 

health, 533  
  Management inventory, 135  
  Management   onboarding   process, 392  
  Management position description questionnaire, 

164–165, 166–167  
  Management recruiters, 574  
  Managerial director of employee benefits, 360  
  Managers  

  development of performance measures, 
256–257  

  onboarding   process, 392  
  on-the-job training for  

  coaching and counseling, 408–409  
  transfers or rotation, 410  
  transitory anticipatory experiences, 409–410  

  risk of losing newly hired, 392  
  role in human resource management 

activities, 10  
  Mandated benefit programs;   see   Benefit 

programs  
  Manifest Anxiety Scale, 235  
  Manufacturing Skills Inventory System, 136  
  Maquiladora   industry, Mexico  

  competition from Asia, 99  
  drug-related violence, 99  
  foreign-owned plans, 98  
  jobs provided by, 98  

  Market pricing, 313  
  Markov chain analysis, 133–134  
  Marquez   v.   Screen Actors Guild,   478  
  Masculinity dimension of culture, 100  
  Maternity and parental leave, 369–370  
  Maternity leave, 180  
  May Day, 471  
  McDonnell Douglas v. Green,   69  
  McNamara-O’Hara Service Contract Act, 306  
  Meacham v. Atomic Power,   76  
  Measurements of practices, 38  
  Mechanistic approach to job design, 171  
  Media advertisements, 196–197  
  Mediation, 486, 519  
  Medical care, 366  
  Mental effort, in factor comparison method, 318  
  Mental Measurements Yearbook,   232  
  Mental models, 401  
  Mentoring relationship, 438  
  Mentors, 141  
  Meritor Savings Bank v. Vinson,   72  
  Merit pay  

  definition, 333  
  flawed assumptions, 333  
  problems with, 334  
  wide use of, 333  

  Merit rating, 257  
  Mexico  

  maquiladora   program, 98–99  
  private savings accounts, 365  
  wages and benefits in, 98  

  Michigan Civil Rights Initiative, 86  
  Midcareer crisis, 436  
  Midcareer individual, 443  
  Midcareer person  

  counteracting problems  
  counseling, 447  
  midcareer alternatives, 447–448  

  midcareer plateau, 446–447  

  Law of effect, 418  
  Layoff criteria, 457  
  Layoffs  

  avoiding, 138  
  permanent, 139  

  Leader, 482  
  Leadership style and experience, 46  
  Learning organization  

  mental models, 401  
  shared vision, 401  
  systems thinking, 401  
  team learning, 401  

  Learning theory and training, 397–398  
  Leasing employees, 204  
  Least-squares method, 320  
  Legal and political structure, and geographic 

location, 41  
  Legal Arizona Workers Act, 190  
  Legal challenges to discipline and termination  

  alternative dispute resolution, 519–520  
  employment at will exceptions, 517–519  

  Legal liability for workplace violence, 511  
  Leniency or harshness error, 278  
  Less-developed countries, 42  
  Lie detector,   236  
  Life insurance, 366, 372  
  Life stages, 438  
  Line functions/managers, 15–16, 155  
  List-serve discussion groups, 412  
  Litigation;   see also   Court decisions; United 

States Supreme Court  
  over performance evaluation, 259–260  
  over termination, 517  

  Local unions  
  business representative, 475  
  union steward, 475  

  Lockouts, 485–486  
  Longshoremen’s and Warehousemen’s 

Union, 308  
  Long-term care legislation, 372  
  Long-term disability income replacement, 373  
  Long-term orientation, 100  
  Long-term perspective, 38  
  Looking Glass management game, 406–407  
  Low-cost labor supply, 98  
  Low-pay strategy, 312  

    M  

  Maintenance phase of career, 436  
  Management  

  lockouts by, 485–486  
  perspective on behavior modification, 418–420  
  place of human resource activities in, 16–17  
  responses to layoffs or loss  

  layoff criteria, 457  
  outplacement services, 457–458  
  severance pay, 459  

  support for safety and health programs, 
532–533  

  Management apprenticeship, 409  
  Management by objectives  

  criticism of, 273–274  
  definition, 273  
  evaluation process, 273  
  examples of objectives, 274  
  pitfalls, 274–275  
  results-oriented, 273–274  
  and total quality management, 274  

  Labor relations, 469  
  global labor organizations, 115  
  international cooperation, 114–115  
  and international corporations  

  employee participation, 114  
  government regulations, 114  
  negotiations, 113–114  

  Labor shortage, older workers as 
solution to, 132  

  Labor unions;   see also   Collective bargaining  
  addresses of, 567–569  
  bargaining unit, 476  
  and building Boeing   Dreamliner  

  background, 498  
  company position, 499  
  union position, 498  

  changing climate in United States  
  erosion of power, 490  
  membership decline, 490  
  membership trends, 490–491  

  definition, 469  
  effect on compensation, 307  
  factor in worker safety and health, 533  
  functions, 35  
  and global unionization, 491  
  and growth in benefit programs, 360  
  history of  

  AFL-CIO merger, 471  
  American Federation of Labor, 470–471  
  Cigar Makers Union, 470  
  Commonwealth v. Hunt   ruling, 470  
  Congress of Industrial Organizations, 

470–471  
  criminal conspiracy doctrine, 470  
  Knights of Labor, 470  
  origin of Labor Day, 471  
  Philadelphia Federal Society of Journeymen 

  Cordwainers  , 470  
  United Mine Workers, 471  

  involved in benefits decision making, 380  
  national differences, 35–36  
  organizing campaigns  

  authorization card, 476–477  
  changes in scope of, 491  
  future of, 492–493  
  organizing events, 476  
  prevalent needs of employees, 475  
  proposed changes go, 477  
  trends in, 491–492  
  union certification, 476–477  

  private-sector decline, 35–36  
  public employee associations, 479–480  
  restrictions on recruitment, 189–190  
  structure and management  

  federations of unions, 473–474  
  intermediate bodies, 474  
  local unions, 475  
  national unions, 475  

  unfair labor practices by, 474  
  and yellow-dog contracts, 472  

  Labor union security, 477–479  
  levels of, 478  
  and right-to-work requirements, 478–479  

  Lack of good faith, 483  
  Landrum-Griffin Act  

  provisions, 473  
  on union shop, 478  

  Language skills, 107  
  Lateral transfers, 447  
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  Occupational change, 193  
  Occupational Information Network;   see   O*Net  
  Occupational injuries  

  illnesses and injuries, 531  
  most lost work time, 531  

  Occupational orientation, 441  
  Occupational Outlook Handbook,   572  
  Occupational Safety and Health Act, 175, 530  

  passage of, 534  
  and workplace violence, 511  

  Occupational Safety and Health Administration  
  Bloodborne   Pathogen Standards, 547  
  budget, 531  
  budget request for 2012, 537  
  decrease in workplace fatalities, 531  
  and Department of Labor, 534  
  employer responsibility to, 536  
  and ergonomics, 548  
  federal inspectors, 534  
  and home-based workers, 536  
  and injunctions against employers, 534  
  inspections, 536  
  more aggressive enforcement, 537  
  number of employees, 531  
  record keeping and reporting, 536–537  
  report card on success of, 537–538  
  requirements, 535  
  revision or revocation of standards, 535  
  role of human resource management 

specialists, 538  
  safety standards, 534–536  
  sanctions for violators, 536  
  Serious Violators Enforcement Program, 537  
  and state laws, 534  
  and workplace violence, 544  

  Occupations, fastest-growing, 41  
  O’Connor Finger and   Tweezer   Dexterity 

Test, 234  
  Office of Federal Contract Compliance 

Programs, 79  
  and affirmative action, 83  

  Office of Labor–Management Relations, 480  
  Office of Strategic Services, 240  
  Office Romance Survey of 2011, 73  
  Offshoring  

  forms of, 119  
  reverse, 119–120  

  Off-the-job training  
  computer-assisted instruction  

  distance learning, 412–413  
  Internet, 411–412  
  intranets, 412  
  multimedia-based, 412  
  virtual reality, 412–413  

  lecture-discussion approach, 410  
  Oil, Chemical, and Atomic Workers Union, 533  
  Old Age, Survivors, and Disability 

Insurance, 363  
  Old Age, Survivors, Disability, and Health 

Insurance, 364  
  Older employees  

  advantages to hiring, 77  
  barriers facing, 77  
  in labor force, 40  
  solution to labor shortage, 132  

  Older professions, 394  
  Omnibus Budget Reconciliation Act of 1989, 372  
  Omnibus Transportation Employee Testing 

Act of 1991, 505  

  National Association of Letter Carriers, 479  
  National Association of Suggestion Systems, 337  
  National Cancer Institute, 546  
  National Council on Aging, 377  
  National Education Association, 480  
  National Federation of Government 

Employees, 479  
  National Institute for Occupational Safety and 

Health, 532, 534, 535, 538–539  
  on carpal tunnel syndrome, 568  
  Health Hazard Evaluation Program, 545  

  National Institute on Drug Abuse, 505  
  National Institutes of Health, 546  
  National Labor Relations Act  

  on benefits to strikers, 362  
  creation of National Labor Relations Board, 472  
  on permanent replacements, 486  
  proposed changes on union organizing, 477  
  provisions, 472  

  National Labor Relations Board, 347, 361, 477  
  and Boeing   vs.   unions, 498–499  
  creation of, 472  
  on union organizing, 491–492  
  in union organizing campaigns, 475–477  

  National Labor Relations Board v. Laughlin 
Steel,   472  

  National Mediation Board, 486  
  National Teachers Association, 480  
  National unions, 475  
  National Wage Council, Singapore, 114  
  Nation’s Business,   573  
  Native Americans, 40  
  Nature of the task;   see also   Task   entries  

  factor in worker safety and health, 533  
  in organizations, 45–46  

  Needs assessment for training  
  organizational analysis, 395–396  
  performance analysis, 400–403  
  person analysis, 395–396  
  task analysis, 395  

  Negative reinforcement, 417  
  Negligent referrals, 238  
  Negotiators  

  bargaining data for, 482  
  selecting, 481  

  New Directions Behavioral Health, 508  
  New Jersey Public Employees Occupational 

Safety and Health Program, 544  
  New York Times,   344, 458  
  New Zealand, number of vacation days, 368  
  NIOSH;   see   National Institute for Occupational 

Safety and Health  
  Nominal group technique, 132–133, 134  
  Nondiscrimination, 67  
  Nonexempt workers, 304, 305  
  Nonfatal occupational injuries, 531  
  Nonfinancial rewards, 299  
  Nonprofit organizations, 37  
  Norris-LaGuardia Act of 1932, 472  
  North American Free Trade Agreement, 97  
  Norway, hourly compensation costs, 302  

    O  

  Objectives  
  of human resource management, 17–18  
  organizational, 17–18  
  of training, 399  

  Observation, in job analysis, 156–159  

  Midcareer plateau  
  attempts to cope with, 446  
  depiction of, 446–447  
  reasons for, 446  

  Midvale Steel Works, 6  
  Millennials  , 6;   see also   Generation Y  

  desire for performance feedback, 256–257  
  and social media, 198  

  Minimum benefits strategy, 379  
  Minimum wage  

  changes over time, 303–304  
  controversy over, 304  
  opportunity wage exception, 304  

  Minitrial  , 520  
  Minnesota Clerical Test, 234  
  Minnesota Counseling Inventory, 235  
  Minnesota   Multiphasic   Personality Inventory, 235  
  Minnesota Paper Form Board Test, 234  
  Minorities  

  economic status before 1964, 68  
  in labor force, 40  
  religious, 74–75  
  in unions, 490  
  in workforce, 49–52  
  workplace fatalities, 531  

  Mixed standard scale, 266  
  Modeling, 133–134  
  Monetary costs of benefits, 380  
  Money purchase pension plans, 342  
  Monthly Labor Review,   38, 191, 302  
  Moonlighting, 195–196  
  Motivational approach to job design, 172  
  Motivational climate, 402–403  
  Motivation of employees, 54–55  
  MSU Career Resources, 574  
  Multimedia-based training, 412  
  Multimethod   job analysis approach, 160  
  Multinational corporations  

  capitalizing on diversity of global workforce, 102  
  characteristics, 100–101  
  compared to global corporations, 101  
  critical human resource management focus, 101  
  definition, 100  
  ethnocentric perspective, 102  
  expatriate managers, 104–110  
  finding expatriate managers, 102  
  geocentric orientation, 102  
  and labor relations, 113–115  
  sources of employees  

  host country nationals, 101  
  parent country nationals, 101  
  third country nationals, 102  

  Multiple-hurdle approach to selection, 238  
  Multiple management, 409  
  Multiple-person evaluation methods  

  forced distribution, 272–273  
  paired comparison, 271–272  
  ranking, 271  

  Multiple-predictive techniques, 133–134  
  Multiple regression, 134  

    N  

  Naperville, Illinois, 39  
  National Alliance of Businesses, 67  
  National Association of Colleges and Employers, 

193, 200  
  National Association of Government 

Employees, 480  
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    P  

  Pace-setters  
  benefits strategy, 379  
  pay-level decision, 312  

  Paid holidays, 368  
  Paid leave, 366  
  Paid vacations, 368–369  
  Paired comparison, 271–272  
  Panic of 1893, 471  
  Parental leave policies, 369–370  
  Parent country nationals, 101  
  Park Forest, Illinois, 39  
  Participation and empowerment, 38  
  Part-time workers, 53  
  Past performance criterion, 220–221  
  Paternity leave, and dual-career 

couples, 453  
  Patient Protection and Affordable Care 

Act of 2010, 35, 80  
  Pay  

  criteria for effectiveness, 299  
  and employees’ satisfaction  

  expectancy theory, 309–310  
  hygiene theory, 310  
  relative deprivation theory, 310  
  research on, 309  
  and types of workers, 310  

  Equal Pay Act, 305–306  
  executives   vs.   average workers, 344  
  as necessity of life, 299  
  open system, 347–348  
  overtime, 304  
  people-based   vs.   job-based, 343  
  and productivity  

  economic man theory, 310  
  hungry man theory, 310  
  incentive pay   vs.   seniority, 311  
  and job design, 310  
  performance-pay link, 310  

  secret system, 347–348  
  for seniority, 311  

  Pay class, 318–320  
  Pay compression, 349  
  Pay curve, 318  
  Pay differentials  

  bases of, 330  
  reasons for, 330–331  

  Pay equity, 306  
  Pay grade, 318  
  Pay level, 312  
  Pay-level decision  

  attracting and retaining personnel, 313  
  by benchmarking, 313  
  choice of strategy, 312  
  comparable-pay strategy, 312  
  factors affecting, 313  
  high-pay strategy, 312  
  low-pay strategy, 312  
  market pricing, 313  

  Payment for time worked  
  types of increases, 331–332  
  wages or salaries, 331  

  Payment methods  
  employee stock ownership plans, 342  
  executive pay, 344–346  
  flat rates, 331  
  payment for time worked, 331–332  

  strategy, 42–43  
  work group, 46  

  line   vs.   staff managers, 15–16  
  low-cost labor supply, 98  
  means of fraud prevention, 524  
  pace-setters, 312  
  policies on performance evaluation, 261–262  
  reasons for international expansion, 98  
  reengineering, 169  
  responses to safety and health issues  

  inspections, reporting, and accident 
research, 538–539  

  safety design and preventive 
approaches, 538  

  restructuring, 433  
  restructuring and downsizing, 53  
  shaping direction of, 438  
  strategic direction and demand for 

employees, 131  
  succession planning, 140–141  
  view of recruiting  

  organizational image, 192  
  policies and practices, 192  
  requirements, 191  

  Organizationwide   incentives  
  gainsharing   plans, 337–341  
  ImproShare  , 340–341  
  Lincoln Electric plan, 338–339  
  profit-sharing plans, 342  
  Rucker plan, 339  
  Scanlon plan, 339  
  suggestion systems, 336–337  

  Orientation  
  definition, 393  
  degrees of, 393  
  follow-up, 395  
  goals  

  develop realistic expectations, 394  
  reduce anxiety, 394  
  reduce turnover, 394  
  save time, 394  

  guidelines for, 394–395  
  high-tech methods, 394  
  for newly hired managers, 392  
  organizational socialization, 393  
  purpose, 391  
  responsibility for, 394  

  OSHA; see Occupational Safety and Health 
Administration  

  Other-than-serious violation, 536  
  Outdoor-oriented programs, 407–408  
  Outplacement, 458  
  Outplacement services, 457–458  
  “Output per Man-Hour in Manufacturing” 

(BLS), 302  
  Outsourcing  

  alternative to recruitment, 204  
  effect on jobs, 113  
  of human resource functions, 6, 138  
  of human resource management activities, 15  

  Outward Bound, 407–408, 422  
  Overarching philosophy, 38  
  Overload, 542–543  
  Overtime, alternative to recruitment, 203–204  
  Overtime pay  

  and exempt workers, 304  
  lower, 304  

  Overt integrity tests, 237  

  Onboarding   process for managers  
  assimilation, 392  
  integration and contribution, 392  
  introduction and orientation, 392  
  prearrival   phase, 392  

  On-call pay, 303  
  On-demand reference checking, 246  
  O*Net, 441  
  O*Net Content Model, 162  
  Online résumés, 247–248  
  Onshoring, 119–120  
  On-the-job training  

  competency and mastering tasks, 405  
  job instruction training, 404–405  
  for managers  

  coaching and counseling, 408–409  
  transfers or rotation, 410  
  transitory anticipatory experiences, 409–410  

  Open pay system, 347–348  
  Open shop, 478  
  Operant conditioning  

  extinction, 418  
  and law of effect, 418  
  negative reinforcement, 417  
  positive reinforcement, 417  
  punishment, 417–418  

  Operational executor, 155  
  Operations managers, 15–16  

  responsibility for orientation, 394  
  role in benefit programs, 361  

  Opportunity wage, 304  
  Organizational analysis, 395  
  Organizational competitiveness, 37  
  Organizational designer, 155  
  Organizational goals, 11, 43–44  

  and human resource planning, 129  
  Organizational image, 192  
  Organizational learning, 14  
  Organizational location, and recruitment, 191  
  Organizational needs, in career development, 434  
  Organizational objectives, 17–18  
  Organizational socialization, 393  
  Organizational utility, 243  
  Organization chart, 155  
  Organization culture, 439  

  definition, 44  
  differences among companies, 44  
  empowerment strategy, 44  
  impact on employees, 44  

  Organization Man   (Whyte), 39  
  Organizations  

  challenge of dual-career couples, 462  
  characteristics influencing selection, 218–219  
  dealing with two-career couples, 453–454  
  effects of geographic location, 41–42  
  external environmental influences  

  competitiveness, 37–38  
  economic conditions, 36–37  
  geographic location, 41–42  
  government laws and regulations, 34–35  
  labor force composition, 38–41  
  unions, 35–36  

  intelligent, 439–440  
  internal environmental influences  

  goals, 43–44  
  leader’s style and experience, 46  
  nature of task, 45–46  
  organization culture, 44  
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  Personal time-off, 368  
  Person analysis, 395  
  Person–environment fit, 542  
  Personnel, 4  
  Personnel department, 4  
  Personnel departments, 7  
  Personnel rating, 257  
  Personnel ratio, 17  
  Petermann   v. Teamsters,   518  
  Physical characteristics criterion, 221  
  Physical effort, in factor comparison method, 318  
  Physical examination, 239–240  
  Physical exertion, 45  
  Physical location of work, 45  
  Picketing, 485  
  Point system, 317  
  Policies, 18  
  Polygraph tests, 236–237  

  federal legislation, 237  
  objections to, 237  
  reliability issue, 237  

  Position, 152  
  Position analysis questionnaire  

  advantages and disadvantages, 164  
  description, 162  
  example, 163  
  problem of length, 164  
  scoring rating, 164  
  sections of, 164  

  Positive discipline  
  future-oriented, 515  
  at General Electric, 515–516  

  Positive reinforcement, 417  
  Power bargaining, 483  
  Power distance, 99  
  Predictive validity, 225  
  Predictor, 224  
  Preferences of employees, 54  
  Preferential shop, 478  
  Preferred provider organizations, 372  
  Pregnancy Discrimination Act of 1978, 74, 369  
  Preliminary screening  

  application blanks, 226–227  
  biographical information blank, 227–228  
  weighted application blanks, 228  

  Prenegotiation  , 481  
  Preretirement individual, 443  
  Preretirement planning programs, 377, 436–437  
  Preretirement problems, 448  
  Prevailing wage concept, 307  
  Preventive health programs  

  Coors wellness program, 540–541  
  costs of health benefits, 540  
  definition, 540  
  successful cases, 541  

  Prima facie   case, 69  
  Principles for the Validation and Use of 

Personnel Selection Procedures,   224  
  Privacy, and HIV-AIDS, 547  
  Private pension plans, 375  
  Private sector, 37  
  Procedures, 18  
  Process chart, 156  
  Production bonus systems, 334–335  
  Productivity  

  definition, 36  
  measuring, 36  
  solutions for increasing, 36  

  initial, 444  
  litigation over, 259–260  
  operating/HR managers role in, 262  
  opposition to, 276  
  in performance management process, 256  
  politics of, 291–294  
  purposes served by  

  communication, 258  
  development and training, 258  
  employment planning, 258  
  human resource management research, 258  
  legal compliance, 258  
  motivation, 258  

  rater problems, 276–279  
  reasons for flaws in, 259  
  standards, 276  
  store manager at Bridgestone/Firestone, 

287–291  
  suggestions for legally defensible system, 260  
  susceptible to bias, 258–259  
  system design and operating problems, 276  

  Performance evaluation format  
  establish criteria, 261  
  rating by subordinates, 263  
  responsibility  

  combination of approaches, 263–264  
  field review techniques, 263  
  peer evaluation, 263  
  rating by committee, 262  
  self-evaluation, 263  

  set policies, 261–262  
  360-degree feedback system, 263–264  

  Performance evaluation techniques  
  advantages and disadvantages of, 275  
  deciding on a technique, 275  
  individual methods, 264–270  
  management by objectives, 273–275  
  multiple-person methods, 270–273  

  Performance feedback, 256–257  
  Performance goals, 256  
  Performance management, 255  
  Performance measures, 256–257  
  Performance review, 257  
  Performance system–reward disconnect, 277  
  Permanent replacements, 486  
  Personal bias rating error, 279  
  Personal characteristics criterion, 221–222  
  Personality-based integrity tests, 237  
  Personality inventories and temperament tests  

  and Big Five personality dimensions, 235–236  
  Edwards Personal Preference Schedule, 235  
  Manifest Anxiety Scale, 235  
  Minnesota Counseling Inventory, 235  
  Minnesota   Multiphasic   Personality 

Inventory, 235  
  Rorschach Inkblot Test, 236  
  Thematic Apperception Test, 236  

  Personality of employees, 55  
  Personality tests, 222  
  Personality types, 221–222  

  artistic, 440  
  conventional, 440  
  enterprising, 440  
  investigative, 438  
  realistic, 438  
  social, 440  

  Personal mastery, 401  
  Personal savings, 373  

  people-based pay, 343–344  
  variable pay/incentive compensation, 333–342  

  Pay range, 320  
  Pay security  

  cost-of-living adjustments, 348  
  guaranteed annual wage, 348  
  and seniority, 348–349  
  severance pay, 348  
  supplementary unemployment benefits, 348  

  Pay structure, 315  
  Pay structure decision, 312  

  broadbanding  , 320–321  
  delayering   approach, 320  
  job evaluation, 315–318  
  pay classes, rate changes, and classification, 

318–320  
  Pay surveys  

  definition, 313  
  sources of, 313–314  
  usefulness issues  

  information gathered, 314  
  jobs covered, 314  
  method used, 314  
  who is surveyed, 314  

  Pease v. Alford Photo Industries Inc.,   72  
  Peer evaluation system, 263  
  Pencil-and-paper honesty tests, 237  
  Pension benefits  

  defined benefit plans, 376  
  defined contribution plans, 376  

  People-based pay  
  competency-based, 344  
  credential-based, 343  
  feedback pay, 343–344  
  versus   job-based pay, 343  
  knowledge-based, 343  
  skill-based, 343  

  Perceived disability claims, 507  
  Performance, and self-efficacy, 222  
  Performance analysis  

  questions for, 420  
  using ABC analysis, 420  

  Performance analysis for training needs  
  behavioral discrepancy, 400  
  change the job, 402  
  cost–value analysis, 400  
  motivational climate, 402–403  
  practice, 402  
  remove obstacles, 401  
  set standards, 401  
  training, 402  
  transfer or terminate, 402  

  Performance appraisal, 257  
  Performance evaluation  

  avoiding problems with employees, 280–281  
  court decision, 259  
  criteria of evaluation  

  practicality, 261  
  relevance, 261  
  reliability, 261  
  sensitivity, 261  

  critics of, 258, 259  
  definition, 257  
  eliminating rater errors, 279–280  
  and equal employment opportunity, 258  
  feedback interview, 281–283  
  formal, 258–260  
  informal, 257  
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  Reid Psychological Systems, 194  
  Reimbursement accounts, 378  
  Reinforcement, 417  
  Reliability, 223;   see also   Selection criteria  
  Religious minorities, and Title VII, 74–75  
  Relocation, and dual-career couples, 452  
  Repeated violation, 536  
  Repetitive stress injuries, 568  
  Responsibilities, in factor comparison 

method, 317  
  Restricted shop, 478  
  Restructuring, 53, 433  
  Résumé postings, 574  
  Résumés, 194  

  online, 247–248  
  personalizing, 575–576  

  Retaliation, legal prohibitions  
  and adverse employment actions, 71–72  
  number of claims filed, 71  
  protected employee activities, 71  

  Retirement adjustment problems, 
minimizing, 448  

  Retirement age, 132  
  Retirement income, 366  

  from 401(k) plans, 374–375  
  government regulation of private pensions, 375  
  from IRAs, 373  
  pension benefits, 376  
  from savings and work, 373  
  from SEP IRAs, 374  
  from Social Security, 373  

  Retirement phase of career, 436–437  
  Reverse culture shock, 107  
  Reverse   offshoring  , 119–120  
  Reward systems, impact of labor market 

diversity, 300  
  Right-to-work requirement, 478–479  
  Riley Guide,   572, 574  
  Role conflict, 543  
  Role-playing, 405–406  

  compared to case method, 406  
  Role pressures, 543  
  Rorschach Inkblot Test, 236  
  Rotation, 410  
  Rucker plan  

  analysis of, 340  
  definition, 339  

  Rules, 18  
  Rule violators  

  factors causing confusion on, 511  
  incidents of violence, 509  
  legal liability, 511  
  prevention program, 509–511  
  warning signs, 512  
  zero-tolerance policy, 511  

  Russia, unions in., 491  

    S  

  Sabine Pilot Service, Inc. v. Hauck,   518  
  Safety and health issues  

  cumulative trauma disorders, 548–549  
  HIV-AIDS in workplace, 546–547  
  indoor environmental quality, 544–546  
  persistence of workplace hazards, 

541–542  
  stress management, 542–543  
  workplace violence, 543–544  

  Rating  
  by combination of approaches, 263–264  
  by committee of supervisors, 262  
  peer evaluation, 263  
  by subordinates, 263  

  Realistic expectations, 394  
  Realistic job preview, 202–203, 445  
  Realistic personality type, 438  
  Reasonable accommodations, 77–78  
  Recency  -of-events error, 278  
  Recent hires  

  causes of early difficulties, 443–444  
  counteracting early problems, 444–446  

  Recession-based unemployment, 188  
  Recessions, 299–300  
  Recommendations, 237–238  
  Recorder, 482  
  Recruiting requirements, 191  
  Recruitment, 186–211  

  alternatives to  
  outsourcing, 204  
  overtime, 203–204  
  temporary employment, 204–205  

  and caliber of workforce, 52  
  cost–benefit analysis  

  evaluation of sources of recruits, 204  
  goals and quotas, 204  
  quality of hire measure, 204  

  definition, 188  
  external  

  college recruiting, 201–202  
  employment agencies, 199  
  e-recruiting, 197–198  
  executive college recruiters, 202  
  executive search firms, 199  
  help wanted ads, 196–197  
  social networking, 198–199  
  special-events recruiting, 199–200  
  summer internships, 200–201  

  external influences  
  government restrictions, 189–190  
  labor force composition, 191  
  labor market conditions, 190–191  
  labor unions, 189–190  
  location of organization, 191  

  at   Gunther   Manufacturing, 187–188, 294  
  by human resource information systems, 139  
  internal  

  employee referrals, 195–196  
  internal moonlighting, 195–196  
  job posting, 195  

  job analysis for, 153–154  
  legal guidelines, 189  
  and looming tight labor market, 188–189  
  organizational views, 191–192  
  and racial discrimination, 196–197  
  realistic job previews, 202–203  
  selectivity in, 38  
  of team members, 176  
  views of potential employees, 192–195  

  Recruitment videos, 197  
  Reduction in force, 76–77  
  Redundancy, 524  
  Reengineering, 169  
  Reference checks, 237–238  

  Internet-based, 245–247  
  Regression analysis, 134  
  Rehabilitation Act of 1973, 77  

  Professionals  
  apprenticeship stage, 437  
  independent contribution, 437  
  mentoring relationship, 437–438  
  shaping direction of organization, 438  
  types of, 437  

  Profit motive, and nondiscrimination, 67  
  Profit-sharing plans, 342  
  Progressive pattern of discipline  

  basic problems with, 515  
  example, 514–515  
  objective, 514  
  steps  

  suspension, 515  
  termination, 515  
  verbal warning, 515  
  written warning, 515  

  Projective techniques, 236  
  Promotion from within, 38  
  Psychological Corporation of New York, 26  
  Psychology and Industrial Efficiency   

(Munsterberg), 7  
  Psychomotor ability simulations, 234  
  Public employee associations  

  background, 480  
  Executive Orders, 480  
  and Federal Labor Relations Authority, 480  
  historical background, 479  
  labor legislation, 480  

  Public sector, 37  
  Public-sector employees, and drug 

testing, 506  
  Pugh v. See Candies, Inc.,   518  
  Pullman strike of 1894, 471  
  Punishment  

  as element of discipline, 514  
  in operant conditioning, 417–418  

    Q  

  Qualitative job analysis techniques  
  functional job analysis, 160–162  
  management position description questionnaire, 

164–165, 166–167  
  position analysis questionnaire, 162–164  

  Quality improvement, 48  
  Quality of hire, 205  
  Quality of work life, 13  
  Questionnaires, in job analysis, 159  
  Quid pro quo sexual harassment, 72  

    R  

  Racial discrimination in recruitment, 196–197  
  Railway Labor Act of 1926, 472, 486  
  Ranking  

  of employees, 271  
  of jobs, 316  

  Rapid response, 48  
  Rater errors, 276–279  

  central tendency error, 278  
  contrast effects, 279  
  eliminating, 279–280  
  halo error, 277–278  
  leniency or harshness error, 278  
  personal bias error, 279  
  recency  -of-events error, 278  
  standards of evaluation, 277  
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  Sexual harassment  
  antiharassment   policies, 74  
  claims filed with EEOC, 71–72  
  complexity of cases, 90–91  
  hostile work environment, 72–73  
  and office romances, 73  
  quid pro quo, 71–72  
  and retaliation, 71–72  
  in Title VII, 71–72  

  Shankle   v. B-G Maintenance Management of 
Colorado,   520  

  Shared vision, 401  
  Short-term orientation, 100  
  Sick-building syndrome  

  bans on smoking, 546  
  contributing factors, 545  
  definition, 544–545  
  solutions, 545–546  

  Sick leave, 368–369  
  Sick leave banks, 369  
  Simple linear regression, 134  
  Simplified employee pension IRAs, 374  
  Singapore  

  National Wage Council, 114  
  wages and benefits in, 98  

  Sitdown   strike, 485  
  Situational interviews, 230–231  
  Situation analysis, 131  
  Skill-based pay, 343  
  Skill block descriptions, 343  
  Skilled jobs, 129–130  
  Skills  

  and compensation, 300  
  efficient employment of, 12  
  of expatriate managers, 104  
  in factor comparison method, 317  
  self-examination of, 440–442  

  Skills gap, 52  
  Skills inventory  

  abuses of, 137  
  contents, 135–136  
  definition and purpose, 135  
  maintaining, 136–137  

  Skill variety, 172, 173  
  Small and medium-sized businesses  

  and employee fraud, 524  
  HRM responsibilities in, 15  
  wellness programs, 541  

  Smokers, 546  
  Social adjustment allowance, 110  
  Socially responsible behaviors, 13–14  
  Social media and HRM, 6  
  Social networking sites for recruiting, 198–199  
  Social personality type, 449  
  Social-recreational programs, 378  
  Social Security  

  at-risk program, 373  
  basic concept, 363  
  in crisis, 364  
  eligibility, 363  
  establishment of, 363  
  global perspective on, 365  
  and growth of international business, 

363–364  
  origin of, 365  
  pay-as-you-go system, 363  
  percent of retirement income, 373  
  projected changes, 364  

  job analysis for, 153–154  
  of managers  

  assessment center methods, 240–241  
  assessment center reports, 241  
  assessment center schedule, 241  

  multiple goals, 218  
  of team members, 176  

  Selection criteria  
  categories  

  experience and past performance, 
220–221  

  formal education, 220  
  personal characteristics, 221–222  
  personality type, 221–222  
  physical characteristics, 221  

  crucial role of job analysis in, 219–220  
  reliability  

  alternative form reliability, 223  
  definition, 223  
  interrater   reliability, 223  
  test-retest reliability, 223  

  validity of  
  construct validity, 224  
  criterion-related validity, 224–225  
  definition, 223  

  Selection decision  
  communicated to candidate, 238–239  
  compensatory model, 28, 238  
  cost–benefit analysis, 243  
  multiple-hurdle approach, 28, 238  
  and self-efficacy, 222  

  Selection methods, comparison of, 239  
  Selection process  

  employment interview, 228–232  
  employment tests, 233–237  
  external influences on  

  federal laws, 219  
  labor market, 219  
  state laws, 219  

  internal influences on, 218–219  
  Internet-based reference checks, 245–247  
  preliminary screening, 226–228  
  reference checks and recommendations, 

237–238  
  selection decision, 238–239  
  utility of, 243  

  Self-actualization, 13  
  Self-actualization need, 436  
  Self-analysis, 571  

  professional help for, 572  
  Self-assessment, 193  
  Self-awareness assessment, 108, 109  
  Self-efficacy, 222  
  Self-evaluation of employees, 263  
  Self-managed teams, 175  
  Self-management, 433  
  Self-selection bias, 225  
  Selling Ben Cheever   (Cheever), 3  
  Seniority  

  pay for, 311  
  and pay security, 348–349  

  Separation of duties, 524  
  SEP IRAs, 374  
  Serious violation, 536  
  Serious Violators Enforcement Program 

(OSHA), 537  
  7 percent rule in downsizing, 458  
  Severance pay, 348, 459  

  Safety and health problems  
  government response  

  Coal Mine Safety and Health Act, 534  
  Occupational Safety and Health Act, 534  
  OSHA inspections, 536  
  OSHA record keeping and reporting, 536–537  
  OSHA safety standards, 534–536  
  report card on OSHA, 537–538  
  Walsh-Healy Act, 534  

  organizational responses, 538–539  
  Safety and health programs  

  Campus Food Systems case, 552–553  
  complying with rules and regulations, 533  
  cost-effective, 549–550  
  environmental factors  

  economic conditions, 533  
  employee attitudes, 533  
  government, 534  
  labor unions, 533  
  lack of knowledge about working 

conditions, 533  
  management goals, 533  
  nature of the task, 533  

  evaluation of, 549–550  
  government inspectors, 533  
  management support, 532–533  
  requirements, 549  
  safety committees, 533  

  Safety colors, 538  
  Safety committees, 533  
  Safety design, 538  
  Safety engineers, 538  
  Safety hazards  

  at all levels of economy, 530  
  asbestos products, 530  
  Bhopal, India, gas leak of 1984, 530  
  definition, 529  
  historical dangers, 529  
  most-threatened employees, 531  
  personal impact of, 531–532  
  statistics on, 530–531  
  and workers’ compensation claims, 532  
  and workplace homicides, 531  

  Safety needs, 436  
  Safety rules and regulations, 533  
  Safety standards of OSHA, 534–535  
  Safety training and motivation programs, 539  
  Salary, 331  
  Sanctions imposed by OSHA  

  other-than-serious violation, 536  
  repeated violation, 536  
  serious violation, 536  
  willful violation, 536  

  Saving rate, 373  
  Scanlon plan  

  analysis of, 340  
  definition, 339  
  shortcomings, 341  

  Scholastic Aptitude Test, 233  
  Scientific management, 6  

  and job design, 171  
  Secondary boycott, 485  
  Second International, 471  
  Secret pay system, 347–348  
  Secure compensation, 299  
  Security operations, 507–508  
  Selection, 217–248  

  definition, 218  
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  Task significance, 172, 173  
  Taxation of Social Security benefits, 363, 364  
  Tax Equity and Fiscal Responsibility Act 

of 1982, 308  
  Tax Reform Act of 1989, 308  
  Taylor plan, 338  
  Team-based jobs, 176  
  Team building  

  definition, 421  
  examples, 421–422  
  intergroup, 421  
  pattern for, 421  

  Team incentives, 335–336  
  Team learning, 401  
  Teams, 38  

  job design in, 175–176  
  self-managed teams, 175  
  virtual teams, 175–176  
  work teams, 175  

  Team skills workshop, 421  
  Teamsters;   see   International Brotherhood of 

Teamsters  
  Technology revolution, 48–49  
  Telecommuting, 3, 174, 211  

  effect on career, 49  
  number of workers, 48–49  

  Temporary employees/workers, 53–54, 
137, 300  

  alternative to recruitment, 204–205  
  Termination  

  direct or indirect costs, 517  
  last step in discipline, 515  
  legal challenges to, 517–520  
  litigation over, 517  
  number of employees fired annually, 517  

  Test-retest reliability, 223  
  Thematic Apperception Test, 236  
  Third-country nationals, 102  
  Third-party intervention  

  interest arbitration, 487  
  mediation and fact-finding, 486–487  

  Third sector, 37  
  360-degree feedback system, 263–264  
  Tight labor market, 188–189  
  Time dimension of work, 45  
  Title VII of the Civil Rights Act of 1964, 259  

  current definitions of discrimination, 68–69  
  disparate impact, 70–71  
  disparate treatment, 69–70  
  enforced by EEOC, 79  
  English-only rules, 75  
  and gender quotas, 456  
  general provisions, 68  
  pregnancy discrimination, 74  
  and religious minorities, 74–75  
  retaliation by employers, 71–72  
  sexual harassment, 72–74  
  and workplace violence, 544  

  Top management, succession planning, 140–141  
  Total compensation approach  

  base pay, 333  
  indirect pay, 333  
  variable pay, 333  

  Total institutions, 394  
  Tracking programs, 139–140  
  Traditionalists, 6  
  Traditional   vs.   strategic HRM, 7–8  
  Trainees, choosing, 403  

  coping with stress, 543  
  disease and stress, 542  
  person–environment fit, 542  
  stressors  

  role conflict/pressures, 543  
  workload, 542–543  

  Stressors  
  role conflict, 53  
  role pressures, 53  
  workload, 542–543  

  Stretch Break ergonomics software, 548  
  Strikes  

  and boycotts, 485  
  decline in number of, 485  
  purpose, 485  
  types of, 485  

  Structured interviews, 227–239  
  Subjective careers, 439  
  Subordinates, rating by, 263  
  Subsidiaries, HRM practices, 102  
  Substance-abusing employees;   see   Alcoholic and 

substance-abusing employees  
  Succession planning, 140–141  
  Suggestion systems, 336–337  
  Sullivan Principles, 112–113  
  Summarizer, 482  
  Summary jury trial, 520  
  Summer internships, 200–201  
  Supplementary unemployment benefits, 348  
  Suspension, 515  
  Sweden  

  number of vacation days, 368  
  parental leave policies, 369–370  
  pay-as-you-go Social Security, 365  
  union membership, 491  

  Symbolic egalitarianism, 38  
  Systems thinking, 401  

    T  

  Tactics in collective bargaining  
  accommodation, 483  
  armed truce, 483  
  conflict-based, 483  
  cooperation, 483  
  definition, 482  
  power bargaining, 483  

  Taft-Hartley Act  
  on boycotts, 485  
  on closed shop, 478  
  conciliation, 486–487  
  creation of Federal Mediation and Conciliation 

Services, 486  
  mediators, 487  
  prohibition of jurisdictional strikes, 485  
  provisions, 473  
  right-to-work requirement, 478–479  
  on union shop, 478  

  Tailhook   Association, 72  
  Talent management, 13  
  Talent manager, 155  
  Task  

  definition, 152  
  HRM and nature of, 45–46  
  variety in, 45  

  Task analysis, 395  
  Task differences, 45  
  Task identity, 45, 172, 173  

  Social Security—Cont.  
  taxation of benefits, 363  
  tax policy, 364  

  Social Security Act of 1935, 362  
  Social Security benefits, 308  
  Social Security taxes, 363, 364  
  Societal values  

  changes over time, 436  
  and equal employment opportunity, 67  

  Society for Human Resource Management, 3, 6, 
25, 245  

  Society for Human Resource Management 
Conferences, 48  

  Society for Industrial and Organizational 
Psychology, 224  

  Software for human resource information 
systems, 139, 140  

  “Source for the U.S. and International Pay and 
Benefits Surveys,” 314  

  South Africa, era of apartheid, 112  
  South Korea,   chaebols  ,   17  
  Spatial relations, 234  
  Special-events recruiting, 199–200  
  Speed, 14  
  Spot   gainsharing  , 341  
  SRA Primary Mental Abilities Test, 233  
  Staff functions/managers, 15–16, 155  
  Staff sourcing, 204  
  Standard and Poor’s Corporation Records, 573  
  Standard and Poor’s 500 index, 140, 345  
  Standard-hour plan, 338  
  Standard operating procedure, 18  
  Standards of evaluation, 277  
  State of disequilibrium, 542  
  States  

  equal employment opportunity laws, 78–79  
  expenditures on unemployment insurance, 362  
  influence on selection, 219  
  and OSHA, 534  
  with right-to-work laws, 479  
  Unemployment Compensation Commissions, 

362–363  
  Statistical utility, 243  
  Stealth-pats, 106  
  Stock bonus plans, 342  
  Stock options, 346  
  Stock ownership plans, 376  
  Stock prices, response to downsizing, 458  
  Straight piecework, 338  
  Strategic HRM, 130  

  definition, 31  
  and job analysis, 168–170  
  and organizational success, 47–48  
  versus   traditional HRM, 7–8  

  Strategic job analysis, 169  
  Strategic planning  

  definition, 130  
  environmental scanning, 131  
  forecasting demand for employees, 131–134  
  global scanning, 131  
  job analysis for, 154  
  situation analysis, 131  

  Strategy, 42–43  
  Stress  

  coping with, 542–543  
  definition, 542  

  Stress management  
  concept of stress, 542  

iva29120_sndx_603-622.indd Page 620  1/11/12  11:42 AM user-f462iva29120_sndx_603-622.indd Page 620  1/11/12  11:42 AM user-f462 /202/MH01165/iva29120_disk1of1/iva29120_pagefiles/202/MH01165/iva29120_disk1of1/iva29120_pagefiles



Subject Index  621

  Union teams, 482  
  Unit-demand forecasting, 134  
  United Auto Workers, 308, 372  
  United Kingdom  

  number of vacation days, 368  
  state pension system, 365  
  and union power, 35  

  United States  
  aging of population, 377  
  changing climate for unions  

  erosion of power, 490  
  and global unionization, 491  
  membership decline, 490  
  membership trends, 490–491  
  organizing trends, 491–493  

  changing demographics, 129  
  China’s exports to, 99  
  decline in share of world output, 97  
  hourly compensation costs, 302  
  number of contingent workers, 53  
  number of illicit drug users, 239  
  number of telecommuters, 48–49  
  number of temporary workers, 137  
  number of vacation days, 368  
  payments of salaries, wages, and benefits, 298  
  productivity decline and increase, 36  
  size of labor force, 38, 39  
  and union power, 35–36  
  wages and benefits in, 98  

  United States Employment Service, 152  
  United States Human Space Flight Review 

Committee, 12  
  United States Immigration and Customs 

Enforcement, 190  
  United States Military Academy, 445  
  United States Office of Personnel Management, 

21, 152  
  United States Office of Personnel Management 

General Schedule, 317  
  United States Supreme Court  

  Adarand   Construction Inc. v.   Peña  ,   84–85  
  Alexander v. Gardner-Denver Company,   520  
  on benefits to strikers, 362  
  Brown v. Delaware and Hudson Railway 

Company,   76  
  Burlington Industries v.   Ellerth  ,   74  
  Burlington Northern v. White,   71  
  Dukes v.   Walmart   Stores, Inc.,   80  
  Foragher     v.   City of Boca Raton,   74  
  Gilmer v. Interstate/Johnson Lane 

Corporation,   520  
  Gratz   v. Bollinger,   85–86  
  Grutter   v. Bollinger,   86  
  International Union United Auto Workers v. 

Johnson Controls,   69  
  Johnson v. Transportation Agency,   83, 456  
  on Legal Arizona Workers Act, 190  
  Marquez   v.   Screen Actors Guild,   478  
  Meacham v. Atomic Power,   76  
  Meritor Savings Bank v. Vinson,   72  
  National Labor Relations Board v. Laughlin 

Steel,   472  
  ruling on drug testing, 506  
  United Steelworkers of America v. Weber,   83  
  Wards Cove Packing Company v. Antonio,   75  
  Watson v. Fort Worth Bank and Trust,   71  
  Wright v. Universal Maritime Service 

Corporation,   489  

  choosing trainers and trainees, 403  
  consideration of KSAs, 399  
  determining needs and objectives, 399  
  performance analysis  

  behavioral discrepancy, 400  
  can’t do or won’t do situation, 401  
  change the job, 402  
  cost–value analysis, 400  
  motivational climate, 402–403  
  practice, 402  
  remove obstacles, 401  
  set standards, 401  
  training, 402  
  transfer or terminate, 402  

  and self-efficacy, 222  
  ways of determining need, 399  

  Training validity, 396  
  Transfers, 410  

  downward, 447  
  lateral, 447  

  Transfer validity, 396  
  Transitory experiences, 409–410  
  Transnational HRM system, 102  
  Traveling international assignments, 103  
  Trend projection, 133  
  True halo, 278  
  Turnover, reducing, 394  
  Turnover rate, 9  

    U  

  Ukraine, unions in., 491  
  Uncertainty avoidance, 100  
  Underload  , 542  
  Unemployment  

  among college graduates, 192–193  
  recession-based, 188  
  in United States in 2011, 139  

  Unemployment benefits, 348  
  Unemployment insurance  

  in Canada and Europe, 362–363  
  eligibility, 362  
  establishment of, 362  
  expenditures by states, 362  
  federal tax for, 362  
  objectives, 362  
  time period, 362  

  Unfair labor practices  
  by employers, 473  
  by unions, 474  

  Uniform Guidelines on Employee Selection 
Procedures   (EEOC), 71, 153, 156, 224  

  Union–management contract  
  administration of  

  arbitration, 489  
  discipline, 487  
  grievances, 487–488  

  failure to reach agreement  
  lockouts, 485–486  
  permanent replacements, 486  
  reasons, 484  
  strikes, 485  
  third-party intervention, 486–487  

  nature of, 484  
  ratification, 484  

  Unions;   see   Labor unions  
  Union shop, 478  
  Union steward, 475  

  Trainers, choosing, 403  
  Training  

  behavioral technique, 408  
  behavior modeling, 407  
  case method, 405  
  changing nature of, 413  
  cognitivist   approach, 408  
  in communication, 445  
  consensus model, 399  
  criteria, 408  
  definition, 393  
  and development, 9  
  at Domino’s Pizza, 426–428  
  at Dunkin’ Donuts, 426–428  
  evaluation of  

  criteria, 422–423  
  matrix guide for, 423–424  

  of expatriate managers  
  in host country location, 108–109  
  intercultural training, 107–108  
  predeparture   training, 108  
  for repatriation, 109  
  self-awareness assessment, 108  

  expenditures for program areas, 398  
  frequency of use of methods, 398  
  general systems model, 396  
  for Generation Y, 410  
  goals  

  interorganizational   validity, 396  
  intraorganizational   validity, 396  
  training validity, 396  
  transfer validity, 396  

  humanist approach, 408  
  in-basket technique, 406  
  incident method, 405  
  instructional objectives, 396  
  job analysis for, 154  
  and learning theory  

  ability to learn, 397  
  effective communication, 397  
  meaningful material, 397  
  motivation, 397  
  practice, 397  
  reinforcement, 397  
  transferable to job, 397–398  

  management games, 406–407  
  nature of, 395  
  needs assessment  

  organizational analysis, 395  
  person analysis, 395  
  task analysis, 395  

  objectives of approaches, 409  
  off-the-job training, 410–411  
  on-the-job training, 403–405  
  on-the-job training for managers, 408–410  
  outdoor-oriented programs, 407–408  
  for outsourcing, 231–232  
  purpose, 391  
  role playing, 405–406  
  as skill development, 38  
  spending by companies on, 3, 9  
  total dollars budgeted for, 398  

  Training activities, 389–399  
  Training and Industry,   573  
  Training and interaction, 437  
  Training   magazine, 398, 412  
  Training programs  

  for career development, 442–443  
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  safety design and preventive approaches, 538  
  safety training and motivation 

programs, 539  
  Working Mother   magazine, 3–4  
  Work–life balance, 6, 52  

  and job applicants, 210–211  
  and job design, 173–175  

  flextime, 174  
  job sharing, 174  
  organizational issues involved, 174–175  
  telecommuting, 174  

  programs, 43  
  Workload, 542–543  
  Work motivation, 54–55  
  Work-oriented job analysis, 156  
  Workplace  

  designing safety into, 538  
  diversity in, 49–52  
  Generation Y in, 12  
  HIV-AIDS infected persons in, 546–547  
  number of generations in, 6  
  recent changes in, 49–50  

  Workplace safety, historical dangers, 529  
  Workplace violence  

  categories of behavior  
  directed at another employee, 544  
  directed at third party, 544  
  by nonemployee, 544  

  description, 544  
  factors leading to confusion 

about, 511  
  homicide, 509, 531  
  legal liability for, 511  
  number of incidents, 543–544  
  prevention without violation of law, 544  
  reducing threat of, 545  
  six-step prevention program  

  employee support, 511  
  policy, 509–510  
  security procedures, 509  
  selection practices, 509  
  termination/separation, 511  
  workplace climate, 510–511  

  in United States Postal Service, 509–511  
  warning signs, 512  

  Work-related accidents and illnesses, causes 
of, 532  

  Work teams, 175  
  World Health Organization report on 

HIV-AIDS, 546  
  World Trade Organization, 97  
  Wright v. Universal Maritime Service 

Corporation,   489  
  Written warning, 515  
  Wrongful discharge cases, 520  
  Wrongful termination suits, 227  

    Y  

  Yellow-dog contracts, 472  
  Young professionals, 437     

  Wagner Act, 307;   see also   National Labor 
Relations Act  

  Wall Street Journal,   191, 344, 574, 579  
  Walsh-Healy Act of 1936, 305–306  
  Wards Cove Packing Company v. Antonio,   75  
  Watson v. Fort Worth Bank and Trust,   71  
  Ways of knowing, 439  
  web-based job boards, 168  
  web-centric 401(k) plans, 376  
  Wechsler Adult Intelligence Scale, 233  
  Weighted application blanks, 228  
  Weighted checklists, 268  
  Welfare Fund Disclosure Act, 361  
  Welfare secretaries, 7  
  Wellness approach programs  

  at Coors, 540–541  
  definition, 540  
  successful cases of, 541  

  What Color Is Your Parachute, 574  
  Wildcat strike, 485  
  Willful violation, 536  
  Winsharing   grants, 341  
  Wisconsin state Employees Union, 480  
  Women  

  in labor force, 37–40  
  progress on corporate ladder, 39  

  Wonderlic   Personnel Test, 233  
  Work  

  beyond retirement age, 373  
  physical location of, 45  
  time dimension of, 45  

  Worker Adjustment and Retraining Notification 
Act, 134  

  Workers, unauthorized, 190  
  Workers’ compensation  

  claims, 367  
  costs of claims, 532  
  definition, 364–365  
  eligibility, 365  
  growing cost of, 365  

  Workforce  
  aging of, 129  
  caliber of, 52  
  dual-career couples percentage of, 461  
  Generation Y in, 59–61  
  global, 102  
  median age of, 139  
  reductions in, 138–139  
  skills gap, 52  

  Workforce productivity  
  and compensation, 300  
  formal education factor, 300  

  Work group  
  definition, 46  
  effective, 46  
  and success of HRM activities, 46  

  Working conditions  
  in factor comparison method, 318  
  factor in worker safety and health, 533  
  inspections, reporting, and accident research, 

538–539  

  United Steel Workers, 308  
  United Steelworkers of America v. Weber,   83  
  United Rubber Workers, 533  
  University of Houston’s Interviewing 

Institute, 232  
  University of Michigan, 85–86, 140  
  University of Michigan Law School, 86  
  Unpaid leave, 366  
  Unskilled jobs, and HR planning, 129–130  
  Unstructured interviews, 228  
  Urgency, 14  
  USA Today,   344  
  Utility, 243  

    V  

  Vacation time, national comparisons, 368  
  Validity, 223;   see also   Selection criteria  
  Variable pay  

  definition, 332  
  at Hewlett-Packard, 332  
  individual incentives, 334–335  
  key design factors, 332  
  merit incentives, 333–334  
  organizationwide   incentives, 336–342  
  risk in, 332  
  team incentives, 335–336  
  total compensation approach, 333  
  in total compensation approach, 333  

  Verbal warning, 515  
  Village Voice Newspaper, 308  
  Violations, most-frequently cited, 536  
  Violence;   see   Workplace violence  
  Virtual HRM, 145–146  
  Virtual-learning companies, 412  
  Virtual reality, 412–413  
  Virtual teams, 175–176  
  Vividness heuristic, 458  
  Vocational Preference Inventory, 440  
  Voluntary affirmative action plans, 83  
  Voluntary benefit programs;   see   Benefit programs  
  Voluntary employees’ beneficiary 

associations, 308  

    W  

  W. W. Cross v. National Labor Relations 
Board,   360  

  Wage and hour regulations  
  Equal Pay Act, 305–306  
  Fair Labor Standards Act, 303–305  

  Wage compression, 38  
  Wage controls and guidelines  

  Defense Production Act, 302  
  Economic Stabilization Act, 302  
  Wage Stabilization Act, 302–303  

  Wages  
  definition, 331  
  high, 38  
  national comparisons, 98  

  Wage Stabilization Act of 1942, 302  
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