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The HR Strategy Model in the Part openers illustrates the basic idea behind strategic human resource 
management, which is that in formulating human resource management policies and practices, the aim 
must be to produce the employee competencies and behaviors that the company needs to achieve its 
strategic goals.
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Preface

Fundamentals of Human Resource Management, 4th edition, covers the full range of 
human resource management topics in a streamlined 14-chapter format. As this fourth
edition goes to press, I feel even more strongly than I did when the first edition was pub-
lished that all managers —not just human resource managers—need a strong foundation 
in human resource management concepts and techniques to do their jobs. I therefore 
wrote Fundamentals for all students of management, not just those who will someday 
carry the title Human Resource Manager and, in this new edition, added more practical 
techniques and real company examples. With 14 comprehensive chapters covering all
major HRCI (SHRM) topics, and two end-of-book modules, I wrote this book to com-
pete with 16-chapter introductory Human Resource Management textbooks, as well as t
with books titled Fundamentals of Human Resource Management.

This 4th edition has several distinguishing characteristics. While it again focuses 
almost entirely on essential personnel management topics like job analysis, testing, 
compensation, and appraisal, fostering employee engagement is used as an integrating t
theme throughout the chapters. Employee Engagement Guide for Managers features 
show how managers use human resource practices to boost employee engagement.
Practical skills applications—such as how to appraise performance, how to establish a 
simple pay plan, and how to handle grievances—are used throughout to provide stu-
dents with important management skills. Because all managers have personnel-related 
responsibilities, Fundamentals of Human Resource Management, 4th edition, is, as 
noted, aimed at all students of management, not just those who will someday carry the
title Human Resource Manager. Building Your Management Skills features highlight 
managerial HR skills. The legal environment of human resource management—equal 
employment, labor relations, and occupational safety—is covered fully, with practical
chapter-specific implications for managers in Know Your Employment Law features w
in most chapters. A continuing case illustrates the front-line supervisor’s role in human 
resource management. Chapter 12 shows how “Best Companies to Work For” actually 
cultivate positive employee relations. Knowledge Base icons flag topics addressed by the 
HR Certification Institute’s PHR® and SPHR® Knowledge Base.

THE REVISION
In revising this textbook, I of course wanted to update the chapters and include all the
changes while ensuring that the switch by adopters from the 3rd to the 4th edition would 
be hassle free. So, for example, numbered questions in the boxed features and separate 
“A-head” Employee Engagement Guide for Managers sections allow adopters to choose (if 
they so desire) which features they want to assign. The book’s main new items include:

New: Employee Engagement Guide for Managers
Employee engagement refers to being psychologically involved in, connected to, and t
committed to getting one’s jobs done. Recent surveys show that about 70% of employees 
are disengaged at work. I use new Employee Engagement Guide for Managers sections
in Chapters 3–14 to show how managers use human resource activities to improve
employee engagement. For example, Chapter 3’s Guide shows how Kia Motors (UK) 
improved employee engagement, Chapter 6’s Guide shows how Toyota uses a total 
selection program to improve engagement, and Chapter 12’s Guide shows how “Great 
Companies to Work For” like Google and SAS develop the positive employee relations
that help foster employee engagement.

New: Building Your Management Skills
Building Your Management Skills features throughout the book help to show students 
and managers how to apply what they’ve learned, such as how to conduct an effective 



employment interview, create an actual pay scale/pay plan for a company, and discipline
an employee.

New: Know Your Employment Law
The new Know Your Employment Law sections in most chapters show the practical 
implications of the employment laws that apply to that chapter’s topics, such as the laws 
relating to recruitment (Chapter 5), selection (Chapter 6), training (Chapter 7), and
safety (Chapter 14).

New: HR in Practice Company Illustrations
You’ll find many more actual company examples in this edition. The 3rd edition had 
several boxed HR in Practice features; I added more of these in this 4th edition, to show 
how companies such as Zappos (strategic HR management) and Honda (selecting 
employees) actually implement their HR practices.

New: Building Positive Employee Relations
Employee relations is the managerial activity that involves establishing and maintaining 
the positive employee–employer relationships that contribute to satisfactory productiv-
ity, motivation, morale, and discipline, and to maintaining a positive, productive, and
cohesive work environment. Most human resource management survey books include
Employee Relations as a section heading or chapter heading, but usually don’t show 
how managers actually develop and maintain positive employee relations. I expanded 
Chapter 12 (Maintaining Positive Employee Relations) to do so.

New: Sustainability and HRM
In a world where sea levels are rising, glaciers are crumbling, and increasing numbers 
of people view financial inequity as outrageous, more and more people say that busi-
nesses can’t just measure “performance” in terms of maximizing profits. This 4th edition 
contains all-new material on sustainability and on the roles of HR management in
implementing companies’ sustainability efforts.

New: Treatment of Global HR, and Small Business HR Management
In the previous 3rd edition, two end-of-book modules, Managing HR Globally, and 
Managing Human Resources in Small and Entrepreneurial Firms, contained most of 
the material on global human resource management, and on small business human 
resource management. In this new 4th edition, I moved much of the global HR mate-
rial from the Managing HR Globally module to new Managing HR around the Globe
boxed features throughout the book, and similarly moved much of the small business 
HR management material from the small business module to new HR Tools for Line
Managers and Small Businesses boxed features throughout the book. The two modules 
remain in the 4th edition, but now focus more on strictly supportive and supplemen-
tary material, such as how international cultural differences influence global human
resource management.

MYMANAGEMENTLAB SUGGESTED ACTIVITIES
For the 4th edition the author is excited that Pearson’s MyManagementLab® has been 
integrated fully into the text. These new features are outlined below. Making assessment 
activities available on line for students to complete before coming to class will allow you 
the professor more discussion time during the class to review areas that students are 
having difficulty in comprehending.

Learn It
Students can be assigned the Chapter Warm Up before coming to class. Assigning these 
questions ahead of time will ensure that students are coming to class prepared.
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Watch It
Recommends a video clip that can be assigned to students for outside classroom viewing
or that can be watched in the classroom. The video corresponds to the chapter material 
and is accompanied by multiple choice questions that reinforce student’s comprehension 
of the chapter content.

Try It
Recommends a mini simulation that can be assigned to students as an outside classroom 
activity or it can be done in the classroom. As the students watch the simulation they will 
be asked to make choices based on the scenario presented in the simulation. At the end 
of the simulation the student will receive immediate feedback based on the answers they 
gave. These simulations reinforce the concepts of the chapter and the students compre-
hension of those concepts.

Talk About It
These are discussion type questions which can be assigned as an activity within the
classroom.

Assisted-Graded Writing Questions
These are short essay questions which the students can complete as an assignment and 
submit to you the professor for grading.

FEATURES CONTINUED FROM  
PREVIOUS EDITION

Diversity Counts features provide practical insights for managing a diverse work 
force, for instance regarding gender bias in selection decisions, bias in performance 
appraisal, and “hidden” gender bias in some bonus plans.

Social Media and HR features in each chapter demonstrate how employers useR
social media to improve their human resource processes.

Improving Performance through HRIS features demonstrate how managers 
use human resource technology to improve performance.

HR as a Profit Center features provide actual examples of human resource
management practices that cut costs and improve performance.

Strategic Human Resource Management: Chapter 1 introduces and Chapter 3
presents the concepts and techniques of human resource strategy. Each Part 
opener contains a continuing model that shows how those chapters’ HR policies 
and practices produce the employee skills and behaviors that a company needs to 
improve its performance.

SUMMARY OF NEW MATERIAL  
IN EACH CHAPTER
In addition to updating all chapters and adding the new features1 described above to
most chapters, here is a brief summary of some of the other new or expanded material
in each chapter.

Chapter 1: Introduction: Reorganized and rewrote parts of this chapter. Added 
new material on economic and workforce projections. New material on HR and
employee engagement. New material on HR and performance and sustainability.
New material on employee relations. New SAS and Google in practice examples. 
New material on Sustainability and Strategic Human Resource Management.

1Chapter features include Employee Engagement Guide for Managers, HR Tools for Line Managers 
and Small Businesses, HR Practices Around the Globe, Building Your Management Skills, Social
Media and HR, Diversity Counts, HR in Practice, and Improving Performance through HRIS.
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Chapter 2: Managing equal opportunity and diversity: New Diversity Counts
material on sexual harassment. New HR Management Tools for Line Managers and 
Small Businesses feature. New section on recent trends in discrimination law.

Chapter 3: Human resource strategy and analysis: Rewrote first section. New 
in-practice material on Zappos. Added new section on employee engagement and 
organizational performance, including how to foster engagement. New HR Tools 
for Line Managers and Small Businesses feature. New Employee Engagement Guide 
for Managers and Building Your Management Skills features describing Kia Motors
(UK) employee engagement improvement program.

Chapter 4: Job analysis and talent management: Rewrote several sections. New 
Employee Engagement Guide for Managers material on job analysis and employee
engagement, with sample job description for an employee engagement manager.

Chapter 5: Personnel planning and recruiting: Rewrote several sections. New 
Building Your Management Skills feature. New Employee Engagement Guide for 
Managers section on internal recruitment and promotion from within. New Social 
Media and HR feature. Revised section on recruiting a more diverse workforce.

Chapter 6: Selecting employees: Rewrote several sections. New HR Tools for Line
Managers and Small Businesses feature. New Building Your Management Skills
feature on how to conduct an effective interview. New Employee Engagement Guide 
for Managers section on Toyota’s total selection program.

Chapter 7: Training and developing employees: New Employee Engagement Guide 
for Managers on Toyota’s employee assimilation process. Building Your Management 
Skills section on motivating trainees. New HR Tools for Line Managers and Small 
Businesses on creating your own training program.

Chapter 8: Performance management and appraisal: Rewrote several sections of 
this chapter. New Employee Engagement Guide for Managers section on improving 
engagement through employee appraisal.

Chapter 9: Managing careers: (Third edition Chapter 9 title was Managing 
Employee Retention, Engagement, and Careers.) Rewrote and reorganized this
chapter to focus more on employee career management issues. Removed most of 
the 3rd edition’s employee engagement material, because this new 4th edition now 
has employee engagement sections in most chapters. New in-practice material on 
career development at Medtronic.

Chapter 10: Developing compensation plans: Moved the detailed multi-step sec-
tion on how to create a market-competitive pay plan to a new Chapter 10 appendix 
and substituted an outline of the process in the body of the chapter, for instructors 
who want the flexibility to cover just the new outline with their classes. New HR 
Practices around the Globe feature on compensating expatriate employees. New 
Building Your Management Skills section on how to create a pay scale for a company.s
New HR Tools for Line Managers and Small Businesses feature on developing a
workable pay plan. New in-practice feature on one company’s skill-based pay 
program.

Chapter 11: Pay for performance and employee benefits: Rewrote several sec-
tions including nonfinancial and recognition-based awards. New HR Tools for Line 
Managers and Small Businesses feature on financial and other incentives. HR in 
Practice feature and how to use financial and nonfinancial incentives in a fast food
chain. New Building Your Management Skills feature on sales incentives. Added
Know Your Employment Law section on the Patient Protection and Affordable Care w
Act. HR Tools for Line Managers and Small Businesses on employee leasing. New 
HR Tools for Line Managers and Small Businesses feature on work life and retire-
ment benefits for small businesses. New Employee Engagement Guide for Managers
on Costco’s compensation plan.
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Chapter 12: Maintaining positive employee relations: (Third edition’s Chapter 12 
was titled Ethics, Employee Relations, and Fair Treatment at Work.) Rewrote and 
reorganized this chapter, to focus more on employee relations. Reduced and re-
wrote coverage of employee ethics, while increasing coverage of employee relations
and employee engagement. New feature on HR Tools for Line Managers and Small 
Businesses—ethics program for a small business. New Employee Engagement Guide 
for Managers section on employee relations and employee engagement at “Best 
Companies to Work For” including SAS, FedEx, and Google.

Chapter 13: Labor relations and collective bargaining: New Employee Engage-
ment Guide for Managers on employee engagement and unionization. New section 
on labor law today. New HR Tools for Line Managers and Small Businesses on how 
to deal with a union-organizing effort. New HR around the Globe. New HR in 
Practice feature on the recent unionization effort at the Volkswagen plant outside 
Chattanooga, Tennessee.

Chapter 14. Improving occupational safety, health, and risk management: New 
HR Tools for Line Managers and Small Businesses on OSHA’s on-site safety and
health services. New Employee Engagement Guide for Managers on Milliken and
company’s world-class safety through employee engagement program.

Module A: Managing HR globally: Moved much of the 3rd edition’s applied 
material from this module to the HR around the Globe features in the chapters.

Module B: Managing human resources in small and entrepreneurial firms:
Moved much of the 3rd edition’s applied material from this module to the new 
HR Tools for Line Managers and Small Businesses features in chapters.

INSTRUCTOR RESOURCES
At the Instructor Resource Center, www.pearsonglobaleditions.com/Dessler, instruc-
tors can easily register to gain access to a variety of instructor resources available with 
this text in downloadable format. If assistance is needed, our dedicated technical sup-
port team is ready to help with the media supplements that accompany this text. Visit 
http://247.pearsoned.com for answers to frequently asked questions and toll-free user
support phone numbers.

The following supplements are available with this text:

• Instructor’s Resource Manual

• Test Bank

• TestGen® Computerized Test Bank

• PowerPoint Presentation

2015 Qualitative Business Video Library
Additional videos illustrating the most important subject topics are available in 
MyManagementLab, under the Instructor Resources: Business Today.
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OVERVIEW: 
In this chapter, we will cover . . .

■

■ THE TRENDS SHAPING HUMAN RESOURCE 
MANAGEMENT

■ CONSEQUENCES FOR TODAY’S HUMAN 
RESOURCE MANAGERS

■ THE PLAN OF THIS BOOK

Managing Human 
Resources Today1

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

1. Answer the questions, “What is human resource 
management?” and “Why is knowing HR management 
concepts and techniques important to any supervisor 
or manager?”

2. Describe with examples what trends are influencing human 
resource management.

3. Discuss at least five consequences today’s trends have for 
human resource management.

4. Outline the plan of this book.

MyManagementLab®

 Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com for 

activities that are applied, personalized, 

and offer immediate feedback.
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Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 1 Warm Up.

PART

1
INTRODUCTION

www.mymanagementlab.com
www.mymanagementlab.com
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INTRODUCTION

It was her first week working as an Executive Team Leader 
(assistant manager) in charge of the sales floor at the
new Target store, and Tori was excited to be supervis-
ing about 40 employees. As was usual, the store had its 
own human resource team, but Tori was still surprised at 
how much time she spent on “HR”. These tasks included
personally interviewing prospective sales associates, and
then making sure that each was properly trained, evalu-
ated, and awarded pay hikes. She mentioned this to a
friend who worked at another chain, and who said, 
“No, that’s pretty much par for the course—I spend
about a third of my time on tasks like that too.”

Source: John Gress/Corbis.

WHAT IS HUMAN RESOURCE MANAGEMENT?
To understand what human resource management is, we should first review what 
managers do. The new Target store is an organization. An organization consists of people
(in this case, people like sales and maintenance employees) with formally assigned roles 
who work together to achieve the organization’s goals. A manager is someone who is 
responsible for accomplishing the organization’s goals, and who does so by managing the 
efforts of the organization’s people.

Most writers agree that managing involves performing five basic functions: plang -
ning, organizing, staffing, leading, and controlling. In total, these functions represent the 
management process. Some of the specific activities involved in each function include:

• Planning. Establishing goals and standards; developing rules and procedures; 
developing plans and forecasts

• Organizing. Giving each subordinate a specific task; establishing departments; 
delegating authority to subordinates; establishing channels of authority and 
communication; coordinating the work of subordinates

• Staffing. Determining what type of people should be hired; recruiting prospective em-
ployees; selecting employees; setting performance standards; compensating employees; 
evaluating performance; counseling employees; training and developing employees

• Leading. Getting others to get the job done; maintaining morale; motivating 
subordinates

• Controlling. Setting standards such as sales quotas, quality standards, or 
production levels; checking to see how actual performance compares with these
standards; taking corrective action as needed

In this book, we will focus on one of these functions—the staffing, personnel manage-
ment, or human resource management (HRM)M  function. Human resource management
is the process of acquiring, training, appraising, and compensating employees, and of 
attending to their labor relations, health and safety, and fairness concerns. The topics 
we’ll discuss should therefore provide you with the concepts and techniques you’ll need 
to perform the “people” or personnel aspects of management. These include:

• Conducting job analyses (determining the nature of each employee’s job).

• Planning labor needs and recruiting job candidates.g

• Selecting job candidates.g

• Orienting and training new employees.g

• Managing wages and salaries (compensating employees).

• Providing incentives and benefits.

• Appraising performance.

• Communicating (interviewing, counseling, disciplining).g

organization
A group consisting of people 
with formally assigned roles who 
work together to achieve the 
organization’s goals.

manager
Someone who is responsible for 
accomplishing the organization’s
goals, and who does so by 
managing the efforts of the 
organization’s people.

managing
To perform five basic functions: 
planning, organizing, staffing, 
leading, and controlling.

management process
The five basic functions of 
planning, organizing, staffing, 
leading, and controlling.

human resource 
management (HRM)
The process of acquiring, training, 
appraising, and compensating 
employees, and of attending to 
their labor relations, health and 
safety, and fairness concerns.

LEARNING OBJECTIVE 1 
Answer the questions, 
“What is human resource 
management?” and 
“Why is knowing HR 
management concepts 
and techniques important 
to any supervisor or 
manager?”
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• Training employees, and developing managers.

• Building employee relations and engagement.

And what a manager should know about:

• Equal opportunity and affirmative action.

• Employee health and safety.

• Handling grievances and labor relations.

Why Is Human Resource Management Important to All Managers?
Why are the concepts and techniques in this book important to all managers? Perhaps 
it’s easier to answer this by listing some of the personnel mistakes you don’t want to make
while managing. For example, you don’t want

• To have your employees not doing their best.

• To hire the wrong person for the job.

• To experience high turnover.

• To have your company in court due to your discriminatory actions.

• To have your company cited for unsafe practices.

• To let a lack of training undermine your department’s effectiveness.

• To commit any unfair labor practices.

Carefully studying this book can help you avoid mistakes like these. More impor-
tant, it can help ensure that you get results—through people.1 Remember that you could do
everything else right as a manager—lay brilliant plans, draw clear organization charts, set
up modern assembly lines, and use sophisticated accounting controls—but still fail, for in-
stance, by hiring the wrong people or by not motivating subordinates. On the other hand, 
many managers—from generals to presidents to supervisors—have been successful even
without adequate plans, organizations, or controls. They were successful because they had
the knack for hiring the right people for the right jobs and then motivating, appraising, and
developing them. Remember as you read this book that getting results is the bottom line of s
managing and that, as a manager, you will have to get these results through people. This fact
hasn’t changed from the dawn of management. As one company president summed it up:

For many years it has been said that capital is the bottleneck for a developing 
industry. I don’t think this any longer holds true. I think it’s the workforce and the
company’s inability to recruit and maintain a good workforce that does constitute 
the bottleneck for production. I don’t know of any major project backed by good
ideas, vigor, and enthusiasm that has been stopped by a shortage of cash. I do know 
of industries whose growth has been partly stopped or hampered because they can’t 
maintain an efficient and enthusiastic labor force, and I think this will hold true
even more in the future.2

At no time in our history has that statement been more true than it is today. As we’ll
see in a moment, intensified global competition, technological advances, and economic 
upheaval have triggered competitive turmoil. In this environment, the future belongs to
those managers who can improve performance while managing change; but doing so 
requires getting results through engaged and committed employees. Human resource 
management practices and policies play a big role in helping managers do this.

Here is another reason to study this book: you might spend time as a human resource
manager. For example, about a third of large U.S. businesses surveyed appointed non-HR 
managers to be their top human resource executives. Thus, Pearson Corporation (which 
publishes this book) promoted the head of one of its publishing divisions to chief human 
resource executive at its corporate headquarters. Why? Some think these people may be
better equipped to integrate the firm’s human resource activities (such as pay policies) with
the company’s strategic needs (such as by tying executives’ incentives to corporate goals).3

However most top human resource executives do have prior human resource experi-
ence. About 80% of those in one survey worked their way up within HR. About 17% had 
the HR Certification Institute’s Senior Professional in Human Resources (SPHR) desig-
nation, and 13% were certified Professional in Human Resources (PHR). The Society 



36    PART 1 • INTRODUCTION

for Human Resource Management (SHRM) offers a brochure describing alternative 
career paths within human resource management.4 Find it at www.shrm.org.

HR for Small Businesses

And here is one final reason to study this book: you may well end up as your own human 
resource manager. More than half the people working in the United States today work for
small firms. Small businesses as a group also account for most of the 600,000 or so new 
businesses created every year.5 Statistically speaking, therefore, most people graduating 
from college in the next few years either will work for small businesses or will create 
new small businesses of their own. If you are managing your own small firm with no hu-
man resource manager, you’ll probably have to handle HR on your own. To do that, you 
must be able to recruit, select, train, appraise, and reward employees. There are special 
HR Tools for Line Managers and Small Businesses features in most chapters. These show 
small business owners how to improve their human resource management practices.

Line and Staff Aspects of HRM
All managers are, in a sense, human resource managers, because they all get involved in ac-
tivities such as recruiting, interviewing, selecting, and training. Yet most firms also have a 
separate human resource department with its own human resource manager. How do the du-
ties of this departmental HR manager and his or her staff relate to line managers’ human re-
source duties? Let’s answer this by starting with short definitions of line versus staff authority.

Line versus Staff Authority
Authority is the right to make decisions, to direct the work of others, and to give orders. y
In management, we usually distinguish between line authority and staff authority. Line 
authority gives managers the right (or authority) to issue orders to other managers or 
employees. It creates a superior–subordinate relationship. Staff authority gives a man-
ager the right (authority) to advise other managers or employees. It creates an advisory 
relationship. Line managers have line authority. They are authorized to give orders. Staff 
managers have staff authority. They are authorized to assist and advise line managers. 
Human resource managers are staff managers. They assist and advise line managers in 
areas like recruiting, hiring, and compensation.

In practice, HR and line managers share responsibility for most human resource 
activities. For example, human resource and line managers in about two-thirds of the 
firms in one survey shared responsibility for skills training.6 (Thus, the supervisor might
describe what training she thinks the new employee needs, HR might design the train-
ing, and the supervisors might then ensure that the training is having the desired effect.)

Line Managers’ Human Resource Management Responsibilities
The direct handling of people always has been an integral part of every line manager’s
responsibility, from president down to the first-line supervisor. For example, one company 
outlines its line supervisors’ responsibilities for effective human resource management 
under the following general headings:

1. Placing the right person in the right job
2. Starting new employees in the organization (orientation)
3. Training employees for jobs that are new to them
4. Improving the job performance of each person
5. Gaining creative cooperation and developing smooth working relationships
6. Interpreting the company’s policies and procedures
7. Controlling labor costs
8. Developing the abilities of each person
9. Creating and maintaining departmental morale

10. Protecting employees’ health and physical conditions

In small organizations, line managers may carry out all these personnel duties
unassisted. But as the organization grows, line managers need the assistance, specialized
knowledge, and advice of a separate human resource staff.

authority
The right to make decisions, direct 
others’ work, and give orders.

line manager
A manager who is authorized to 
direct the work of subordinates 
and is responsible for accomplish-
ing the organization’s tasks.

staff manager
A manager who assists and advises 
line managers.

www.shrm.org
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The Human Resource Department
In larger firms, the human resource department provides such specialized assistance. t
Figure 1.1 shows human resource management jobs in one organization. Typical positions 
include compensation and benefits manager, employment and recruiting supervisor, 
training specialist, and employee relations executive. Examples of job duties include:

Recruiters: Maintain contacts within the community and perhaps travel extensively 
to search for qualified job applicants.

Equal employment opportunity (EEO) representatives or affirmative action
coordinators: Investigate and resolve EEO grievances, examine organizational 
practices for potential violations, and compile and submit EEO reports.

Job analysts: Collect and examine detailed information about job duties to prepare
job descriptions.

Compensation managers: Develop compensation plans and handle the employee 
benefits program.

Training specialists: Plan, organize, and direct training activities.

Labor relations specialists: Advise management on all aspects of union–
management relations.

Many big employers are taking a new look at how they organize their human resource 
functions.7 For example, J. Randall MacDonald, IBM’s former senior vice president of hu-
man resources, saw that the traditional human resource organization divides HR activities 
into separate “silos” (as in Figure 1.1) such as recruitment, training, and employee rela-
tions. MacDonald took a different approach. He split IBM’s 330,000 employees into three

FIGURE 1.1

Human Resource Department Organization Chart Showing Typical HR Job Titles

Source: “Human resource development organization chart showing typical HR job titles,” www.co.pinellas.fl.us/persnl/pdf/orgchart.pdf.
Courtesy of Pinellas County Human Resources. Reprinted with permission.

www.co.pinellas.fl.us/persnl/pdf/orgchart.pdf
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segments for HR purposes: executive and technical, managers, and rank 
and file. Now separate human resource management teams (consisting of 
recruitment, training, and pay specialists, for instance) focus on each em-
ployee segment. Each team ensures the employees in each segment get the 
specialized testing, training, and rewards they require.8

One survey found that 44% of the large firms they surveyed planned
to change how they organize and deliver their HR services.9 Most plan to 
use technology to institute more “shared services” or “transactional”
arrangements.10 These will establish centralized HR units whose employees
are shared by all the companies’ departments to obtain advice on mat-
ters such as discipline problems. The shared services HR teams offer their
services through intranets or centralized call centers; they aim to pro-
vide managers and employees with specialized support in day-to-day HR 
activities (such as changing benefits plans). You may also find specialized
corporate HR teams within a company. These assist top management in 
top-level issues such as developing the personnel aspects of the company’s 
long-term strategic plan. Embedded HR teams have HR generalists (also
known as “relationship managers” or “HR business partners”) assigned 
to functional departments like sales and production. They provide the 
selection and other assistance the departments need. Centers of expertise
are basically specialized HR consulting firms within the company. For 
example, one center might provide specialized advice in areas such as 
organizational change to all the company’s various units.

Small firms (say, those with less than 100 employees) generally don’t
have the critical mass required for a full-time human resource manager (let

alone an HR department).11 The owner and his or her other managers (and perhaps the
firm’s office manager) handle tasks such as placing help-wanted ads and signing employ-
ees on. Gaining a command of the techniques in this book should help you to manage a 
small firm’s human resources more effectively.

THE TRENDS SHAPING HUMAN  
RESOURCE MANAGEMENT
Working cooperatively with line managers, human resource managers have long helped 
employers hire and fire employees, administer benefits, and conduct appraisals. How-
ever, changes are occurring in the environment of human resource management that are
requiring it to play a more central role in organizations. These trends include workforce 
diversity trends, technological trends, and economic trends. Figure 1.2 sums up major 
trends that are changing how employers and their HR managers do things.

Workforce Diversity Trends
The composition of the workforce will continue to change over the next few years; 
specifically, it will continue to become more diverse with more women, minority group
members, and older workers in the workforce.12 Table 1.1 offers a bird’s eye view.
Between 1990 and 2020, the percent of the workforce that the U.S. Department of Labor 
classifies as “white, non-Hispanic” will drop from 77.7% to 62.3%. At the same time, the 
percent of the workforce that it classifies as Asian will rise from 3.7% to 5.7%, and those 
of Hispanic origin will rise from 8.5% to 18.6%. The percentages of younger work-
ers will fall, while those over 55 years of age will leap from 11.9% of the workforce in 
1990 to 25.2% in 2020.13 Many employers call “the aging workforce” a big problem. The 
problem is that there aren’t enough younger workers to replace the projected number 
of baby boom–era older workers (born roughly 1946–1964) retiring.14 Many employers
are bringing retirees back into the workforce (or just trying to keep them from leaving).

Demographic trends are also making finding and hiring of employees more challeng-
ing. In the U.S., labor force growth is not expected to keep pace with job growth, with an
estimated shortfall of about 14 million college-educated workers by 2020.15 One study of 
35 large global companies’ senior human resource officers said “talent management”—the 

LEARNING OBJECTIVE 2 
Describe with examples 
what trends are 
influencing human 
resource management.

J. Randall MacDonald and IBM 
reorganized its human resource 
management group to focus 
on the needs of specific groups 
of IBM employees.
Source: IBM.
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acquisition, development and retention of talent to fill the companies’ employment needs—
ranked as their top concern.16

With overall projected workforce shortfalls, many employers are hiring foreign
workers for U.S. jobs. The H-1B visa program lets U.S. employers recruit skilled for-
eign professionals to work in the United States when they can’t find qualified American 
workers. U.S. employers bring in about 181,000 foreign workers per year under these 
programs. Particularly with high unemployment, such programs face opposition.17

Other firms are shifting to nontraditional workers. Nontraditional workers are those 
who hold multiple jobs, or who are “temporary” or part-time workers, or those work-
ing in alternative arrangements (such as a mother–daughter team sharing one clerical 
job). Others serve as “independent contractors” for specific projects. Almost 10% of 
American workers—13 million people—fit this nontraditional workforce category.

Technology and Workforce Trends
Technological change will continue to shift employment growth from some occupations to
others, while continuing to contribute to a rise in productivity (albeit slower productivity 
growth than in past years).18 When someone thinks of “technology jobs,” the jobs at com-
panies like Apple and Google come to mind, but actually technology affects all sorts of jobs. 
At Alcoa Aluminum’s Davenport Works plant in Iowa, a computer stands at each work post 
to help each employee control his or her machines or communicate data. Walk through the 
typical automobile manufacturing plant today, and hundreds of robots are doing many of 

TABLE 1.1 Demographic Groups as a Percent of the Workforce, 1990–2020

Age, Race, 
and Ethnicity 1990 2000 2010 2020

Age: 16–24 7.9% 15.8% 13.6% 11.2%

   25–54 70.2 71.1 66.9 63.7

55+ 11.9 13.1 19.5 25.2

White, non-Hispanic 77.7 72.0 67.5 62.3

Black 10.9 11.5 11.6 12.0

Asian 3.7 4.4  4.7   5.7

Hispanic origin 8.5  11.7 14.8 18.6

Source: U.S. Bureau of Labor Statistics Economic News Release 2/1/12. www.bls.gov/news.release/
ecopro.t01.htm

FIGURE 1.2
Important Trends and 
Their Consequences for 
HR Management
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Technology changed
the nature of work and 
therefore the skills that
workers must bring to
their jobs. For example 
high-tech jobs often 
mean replacing manual 
labor with highly trained 
technicians.
Source: Konstantin Kokoshkin/Global Look/
Corbis.

the manual jobs that workers used to do. One former college student became a team leader 
in a plant with automated machines. He and his team type commands into computerized
machines that create precision parts.19 Thanks to information technology, about 17 million
people now work from remote locations at least once per month. “Co-working sites” offer
freelance workers office space and access to Wi-Fi and office equipment.20 Even human 
resource managers work differently. For example, they use LinkedIn and Facebook 
(and many others) to recruit job candidates (see for example USAirForceRecruiting on 
Facebook.com21, and online testing services such as www.criteriacorp.com) to do pre-hire 
testing.22 They also use (as we’ll see) a variety of other mobile and online tools to help
manage employee training, appraisal, compensation, and safety.

Service Jobs

At the same time, there has been an enormous shift from manufacturing jobs to service 
jobs in North America and Western Europe. Today over two-thirds of the U.S. work-
force is employed in producing and delivering services, not products. By 2020, service-
providing industries are expected to account for 131 million out of 150 million (87%) of 
wage and salary jobs overall. So in the next few years, almost all the new jobs added in
the United States will be in services, not in goods-producing industries.23

Human Capital

For employers, one big consequence of these demographic and technological trends is a 
growing emphasis on their companies’ “human capital,” in other words on their workers’ 
knowledge, education, training, skills, and expertise. Service jobs like consultant and 
lawyer always emphasized worker education and knowledge more than did traditional 
manufacturing jobs. And today’s proliferation of IT-related businesses like Google and 
Facebook demands high levels of employee innovation, and therefore human capital. But 
as we’ve seen, even “traditional” manufacturing jobs are increasingly technology–based. 
And bank tellers, retail clerks, bill collectors, mortgage processors, and package deliver-
ers today need a level of technological sophistication they wouldn’t have needed a few 
years ago. In our increasingly knowledge-based economy, “. . . the acquisition and devel-
opment of superior human capital appears essential to firms’ profitability and success.”24

For managers, the challenge of relying on human capital is that they have to man-
age such workers differently. For example, empowering workers to make more decisions 
presumes that they are selected, trained, and rewarded to make more decisions them-
selves. Employers need new human resource management practices to select, train, and 
engage these employees.25 The accompanying HR as a Profit Center illustrates how one
employer took advantage of its human capital.

www.criteriacorp.com
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Globalization and Competition
Globalization refers to companies extending their sales, ownership, and/or manufac-
turing to new markets abroad. Thus Toyota builds Camrys in Kentucky, while Apple
assembles iPhones in China. Free trade areas—agreements that reduce tariffs and barri-
ers among trading partners—further encourage international trade. NAFTA (the North
American Free Trade Agreement) and the EU (European Union) are examples.

Globalization has boomed for the past 50 or so years. For example, the total sum of 
U.S. imports and exports rose from $47 billion in 1960, to $562 billion in 1980, to about 
$4.7 trillion recently.28 Changing economic and political philosophies drove this boom. 
Governments dropped cross-border taxes or tariffs, formed economic free trade areas, 
and took other steps to encourage the free flow of trade among countries. The funda-
mental economic rationale was that by doing so, all countries would gain, and indeed, 
economies around the world did grow quickly until recently.

At the same time, globalization vastly increased international competition. More global-
ization meant more competition, and more competition meant more pressure to be “world 
class”—to lower costs, to make employees more productive, and to do things better and less
expensively. Many firms responded successfully while others failed. When Swedish furni-
ture retailer IKEA built its first U.S. furniture superstore in New Jersey, its superior styles 
and management systems grabbed market share from domestic competitors, driving many 
out of business. Such global competition is a two-way street. IBM, Microsoft, Apple, Face-
book, and countless smaller American firms have major market shares around the world.

As multinational companies jockey for position, many transfer operations abroad, 
not just to seek cheaper labor but to tap into new markets. For example, Toyota 
has thousands of sales employees based in America, while GE has over 10,000 employ-
ees in France. The search for greater efficiencies prompts some employers to offshore
(export jobs to lower-cost locations abroad, as when Dell offshored some call-center jobs 
to India). Some employers offshore even highly skilled jobs such as lawyer.29 Managing
the “people” aspects of globalization is a big task for any company that expands abroad—
and for its HR managers. Due to rising costs abroad and customer pushback, many firms 
today are bringing jobs back.30

Economic Challenges
Although globalization and technology supported a growing global economy, the past
few years were difficult economically. As you can see in Figure 1.3, Gross National 

HR AS A PROFIT CENTER

Boosting Customer Service

A bank installed special software that made it easier for its customer service representatives 
to handle customers’ inquiries. However, the bank did not otherwise change the service
reps’ jobs in any way. Here, the new software system did help the service reps handle more 
calls. But otherwise, this bank saw no big performance gains.26

A second bank installed the same software. But, seeking to capitalize on how the new 
software freed up customer reps’ time, this bank also had its human resource team upgrade
the customer service representatives’ jobs. This bank taught them how to sell more of the
bank’s services, gave them more authority to make decisions, and raised their wages. Here, 
the new computer system dramatically improved product sales and profitability, thanks to 
the newly trained and empowered customer service reps. Value-added human resource 
practices like these improve employee performance and company profitability.27

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Discuss three more specific examples of what you believe this 
second bank’s HR department could have done to improve the reps’ performance.

www.mymanagementlab.com


42    PART 1 • INTRODUCTION

Product (GNP)—a measure of the United States of America’s total output—boomed 
between 2001 and 2007. During this period, home prices (see Figure 1.4) leaped as
much as 20% per year. Unemployment remained docile at about 4.7%.31 Then, around 
2007–2008, all these measures fell off a cliff. GNP fell. Home prices dropped by 10% or
more (depending on city). Unemployment nationwide soon rose to more than 10%.

Why did all this happen? It’s complicated. Many governments stripped away rules and 
regulations. For example, in America and Europe, the rules that prevented commercial
banks from expanding into new businesses such as investment banking were relaxed. Giant, 
multinational “financial supermarkets” such as Citibank emerged. With fewer regulations, 
more businesses and consumers were soon deeply in debt. Homebuyers bought homes 
with little money down. Banks freely lent money to developers to build more homes. For 
almost 20 years, U.S. consumers spent more than they earned. The United States became a
debtor nation. Its balance of payments (exports minus imports) went from a healthy posi-
tive $3.5 billion in 1960, to a huge e minus (imports exceeded exports) $497 billion deficit 
more recently.32 The only way the country could keep buying more from abroad than it 
sold was by borrowing money. So, much of the boom was built on debt.

Around 2007, all those years of accumulating debt ran their course. Banks and
other financial institutions found themselves owning trillions of dollars of worthless
loans. Governments stepped in to try to prevent their collapse. Lending dried up. Many 
businesses and consumers stopped buying. The economy tanked.

Economic and Workforce Projections
Economic trends are pointing up today, and hopefully they will continue to do so. For
example, the unemployment rate had fallen from a high of more than 10% a few years 
ago to around 6% in 2014, and economic activity was also picking up.

FIGURE 1.3

Gross National Product, 
1940–2010

Source: “Gross National Product
(GNP)” by FRED Economic 
Data/St. Louis Fed., from Federal
Reserve Bank of St. Louis.
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FIGURE 1.4

Case-Shiller Home 
Price Indexes June 1988–
June 2013

Source: S&P Dow Jones Indices
LLC. Assessed September 30,
2013.
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However, that doesn’t necessarily mean clear sailing for the economy. For one thing, 
the “Great Recession” of 2007–2009 certainly grabbed everyone’s attention. After see-
ing the economy tank the way it did, many corporations became hesitant to spend big 
money expanding factories and equipment. The financial meltdown and writing off 
excessive debt left banks reluctant to make new loans, so prospective small business own-
ers find it hard to start new businesses. With their mortgages (often still) underwater, 
their credit card and tuition loan debts still hanging over them, and many still without 
good jobs, consumers are understandably wary about pulling out all the stops when it 
comes to spending.33 The Federal Reserve Board, which supported economic expansion
after the Great Recession, started reducing support in 2014 (because the economy was 
looking better, and because of the huge debts it had run up supporting the expansion).
At the same time, productivity increases are slowing, which may further retard economic 
growth.34 And after what the world went through in 2007–2009, it’s doubtful that the
deregulation, leveraging, and globalization that drove economic growth for the previous
50 years will continue unabated.

Complicating all this is the fact that the labor force in America is growing more
slowly than expected (which is not good, because if employers can’t get enough work-
ers, they can’t expand). To be precise, the Bureau of Labor Statistics projects the labor 
force to grow at 0.5% per year through 2012 to 2022, compared with an annual growth
rate of 0.7% during the 2002–2012 decade.35 Why the slower labor force growth? Mostly 
because with baby boomers aging, the “labor force participation rate” is declining—in 
other words, the percent of the population that wants to work is declining. Add it all up, t
and the bottom line looks to be slower economic growth ahead. The Bureau of Labor
Statistics projects that gross domestic product (GDP) will increase by 2.6% annually 
from 2012 to 2022, slower than the 3% or higher rate that more or less prevailed from the 
mid-1990s through the mid-2000s.36

THE UNBALANCED LABOR FORCE There is other economic news. Although the unemploy-
ment rate is dropping, it’s doing so in part because fewer people are looking for jobs
(remember the shrinking labor participation rate). Furthermore, demand for workers
is unbalanced; for example, an “average” unemployment rate of, say, 6% masks the fact 
that the unemployment rate for, say, recent college graduates was much higher, while
that of software engineers was much lower.37 In fact, almost half of employed U.S. college 
graduates are in jobs that generally require less than a four-year college education.38

Why did this happen? In brief, because most of the jobs that the economy added in 
the past few years don’t require college educations, and the Bureau of Labor Statistics 
says that will probably continue. Occupations that do not typically require postsecondary t
education employed nearly 2⁄2

3⁄⁄  of workers in 2012.39 And, “2⁄2
3⁄⁄ rds of the 30 occupations 

with the largest projected employment increases from 2012 to 2022 typically do not 
require postsecondary education for entry.”40

The result is an unbalanced labor force: in some occupations (such as high-tech) 
unemployment rates are low, while in others unemployment rates are still very high; 
recruiters in many companies can’t find candidates, while in others there’s a wealth of 
candidates41; and many people working today are in jobs “below” their expertise (which 
may, or may not, help to explain why about 70% of employees report being psychologi-
cally disengaged at work). In any case, slow growth and labor unbalances mean more 
pressure on employers (and their human resource managers and line managers) to get 
the best efforts from their employees.

CONSEQUENCES FOR TODAY’S  
HUMAN RESOURCE MANAGERS
Trends like these bode well for human resource management. For much of the 20th cen-
tury, “personnel” managers focused mostly on day-to-day activities. In the earliest firms,
they took over hiring and firing from supervisors, ran the payroll department, and ad-
ministered benefits plans. As expertise in testing emerged, the personnel department

LEARNING OBJECTIVE 3 
Discuss at least five 
consequences today’s 
trends have for human 
resource management.
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played a bigger role in employee selection and training.42 New union laws in the 1930s
added “Helping the employer deal with unions” to its duties. With new equal employ-
ment laws in the 1960s, employers began relying on HR for avoiding discrimination
claims.43

Today’s employers face new challenges. Demographic trends make finding and hir-
ing employees more difficult and make managing diversity more important. Employers 
must also focus on addressing the equal employment laws that diversity has engendered. 
Technology and service trends mean employers must effectively manage their employ-
ees’ knowledge, skills, and expertise—their human capital. Globalization requires special
HR expertise. A slower-growing economic pie means more pressure on employers to get 
the best efforts from their employees. Employers expect their “people experts”—their 
human resource managers—to deal with these challenges. Here is how human resource
managers are responding.

HR and Performance
Employers expect their human resource managers to help lead their companies’ 
performance-improvement efforts. Today’s human resource manager is in a powerful 
position to do this, and uses three main levers to do so. The first is the HR department 
lever. He or she ensures that the human resource management function is delivering 
its services efficiently. For example, this might include outsourcing certain HR activi-
ties such as benefits management to more cost-effective outside vendors, controlling 
HR function headcount, and using technology such as portals and automated online 
employee prescreening to deliver its services more cost-effectively.

The second is the employee costs lever. For example, the human resource manager 
takes a prominent role in advising top management about the company’s staffing levels, 
and in setting and controlling the firm’s compensation, incentives, and benefits policies.

The third is the strategic results lever. Here the HR manager puts in place the policies 
and practices that produce the employee competencies and skills the company needs 
to achieve its strategic goals. For example, (see the HR as a Profit Center  feature on 
page 41) the bank’s new software helped its customer service reps improve their 
performance, thanks to new human resource training and compensation practices. We’ll
encounter many similar examples in this book.

HR AND PERFORMANCE MEASUREMENT Improving performance requires being able to
measure what you are doing. For example, when IBM’s J. Randall MacDonald needed
$100 million to reorganize its HR operations several years ago, he told top management,
“I’m going to deliver talent to you that’s skilled and on time and ready to be deployed. 
I will be able to measure the skills, tell you what skills we have, what [skills] we don’t have 
[and] then show you how to fill the gaps or enhance our training.”44

Human resource managers use performance measures (or “metrics”) to validate 
claims like these. For example, median HR expenses as a percentage of companies’ total 
operating costs average just under 1%. On average, there is about 1 human resource staff 
person per 100 employees.45

HR AND EVIDENCE-BASED MANAGEMENT Basing decisions on such evidence is the heart
of evidence-based human resource management. This is the use of data, facts, analytics, 
scientific rigor, critical evaluation, and critically evaluated research/case studies to
support human resource management proposals, decisions, practices, and conclusions.46

Put simply, evidence-based human resource management means using the best-available 
evidence in making decisions about the human resource management practices you are 
focusing on.47 The evidence may come from actual measurements (such as, how did the
trainees like this program?). It may come from existing data (such as, what happened 
to company profits after we installed this training program?). Or, it may come from 
published research studies (such as, what does the research literature conclude about the 
best way to ensure that trainees remember what they learn?).

Sometimes, companies translate their findings into what management gurus call 
high-performance work systems, “sets of human resource management practices that 
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together produce superior employee performance.”48 For example, at GE’s assembly plant
in Durham, North Carolina, highly trained self-directed teams produce high-precision 
aircraft parts. We’ll discuss performance measurement and high-performance work sys-
tems in Chapter 3.

HR AND ADDING VALUE The bottom line is that today’s employers want their HR managers 
to add value by boosting profits and performance. Professors Dave Ulrich and Wayne 
Brockbank describe this as the “HR Value Proposition.”49 They say human resource
programs (such as screening tests) are just a means to an end. The human resource
manager’s ultimate aim must be to add value. Adding value means helping the firm and
its employees improve in a measurable way as a result of the human resource manager’s 
actions. We’ll see in this book how human resource practices do this. For example, we’ll
use, in each chapter, HR as a Profit Center features like the one on page 41 to illustrate this.

HR and Performance and Sustainability
In a world where sea levels are rising, glaciers are crumbling, and increasing numbers of 
people view financial inequity as outrageous, more and more people say that businesses 
can’t just measure “performance” in terms of maximizing profits. They argue instead 
that companies’ efforts should be “sustainable,” by which they mean judged not just on 
profits, but on their environmental and social performance as well.50 As one example,
PepsiCo has a goal to deliver “Performance with Purpose”—in other words, to deliver 
financial performance while also achieving human sustainability, environmental sus-
tainability, and talent sustainability. PepsiCo wants to achieve business and financial suc-
cess while leaving a positive imprint on society (www.pepsico.com, then click What We
Believe, and then Performance with Purpose). PepsiCo is not alone. In one survey, about 
80% of large surveyed companies report their sustainability performance.51 We’ll see that 
sustainability trends have important consequences for human resource management.

HR and Employee Engagement
Employee engagement refers to being psychologically involved in, connected to, and
committed to getting one’s jobs done. Engaged employees “experience a high level of 
connectivity with their work tasks,” and therefore work hard to accomplish their task-
related goals.52 Engaged employees do their jobs as if they own the company.

Employee engagement is important because it drives performance. For example (as
we will discuss more fully in Chapter 3), based on one Gallup survey, business units with 
the highest levels of employee engagement have an 83% chance of performing above the
company median; those with the lowest employee engagement have only a 17% chance.53

A survey by consultants Watson Wyatt Worldwide concluded that companies with highly 
engaged employees have 26% higher revenue per employee.54

The problem for employers is that, depending on the study, only about 21–30% of 
employees nationally are engaged.55 For example, Gallup recently found that about 30%
of employees were engaged, 50% were not engaged, and 20% were actively disengaged
(anti-management).56

We will see in this book that managers improve employee engagement by taking 
concrete steps to do so. For example, after facing serious challenges a few years ago, Kia
Motors (UK) turned its performance around, in part by boosting employee engagement.57

As we will discuss more fully in Chapter 3, they did this with new HR programs, includ-
ing new leadership development programs, new t employee recognition programs, improved
internal communications programs, a new employee development program (including, fort
instance, using the company’s appraisal process to identify employees’ training needs), 
and by modifying its compensation and other policies. We use special Employee Engage-
ment Guide for Managers sections in Chapters 3–14 to show how managers use human
resource activities such as recruiting and selection to improve employee engagement.

HR and the Manager’s Human Resource Philosophy
People’s actions are always based in part on the basic assumptions they make; this is espe-
cially true in regard to human resource management. The basic assumptions you make 

employment engagement
The extent to which an 
organization’s employees are 
psychologically involved in, 
connected to, and committed 
to getting one’s jobs done.

www.pepsico.com
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about people—Can they be trusted? Do they dislike work? Why do they act as they do? 
How should they be treated?—together comprise your philosophy of human resource 
management. And every personnel decision you make—the people you hire, the training
you provide, your leadership style, and the like—reflects (for better or worse) this basic
philosophy.

How do you go about developing such a philosophy? To some extent, it’s preor-
dained. There’s no doubt that you will bring to your job an initial philosophy based 
on your experiences, education, values, assumptions, and background. But your phi-
losophy doesn’t have to be set in stone. It should evolve as you accumulate knowledge 
and experiences. For example, after a worker uprising in China at the Foxconn plant 
owned by Hon Hai that assembles Apple iPhones, the personnel philosophy at the 
plant softened in response to its employees’ and Apple’s discontent.58 In any case, no
manager should manage others without first understanding the personnel philosophy 
that is driving his or her actions.

One of the things molding your own philosophy is that of your organization’s top 
management. While it may or may not be stated, it is usually communicated by their ac-
tions and permeates every level and department in the organization. For example, here 
is part of the personnel philosophy of the founder of the Polaroid Corp., stated many 
years ago:

To give everyone working for the company a personal opportunity within the com-
pany for full exercise of his talents—to express his opinions, to share in the progress
of the company as far as his capacity permits, and to earn enough money so that
the need for earning more will not always be the first thing on his mind. The op-
portunity, in short, to make his work here a fully rewarding and important part of 
his or her life.59

Current “best companies to work for” lists include many organizations with simi-
lar philosophies. For example, the CEO of software giant SAS has said, “We’ve worked 
hard to create a corporate culture that is based on trust between our employees and the
company . . . a culture that rewards innovation, encourages employees to try new things 
and yet doesn’t penalize them for taking chances, and a culture that cares about em-
ployees’ personal and professional growth.”60 The accompanying HR in Practice  feature
shows some examples.

The SAS Institute, Inc. is 
built on 200 tree-covered 
acres in Cary, N.C. SAS 
is the world’s largest
software company in 
private hands. Its 
8,000 employees 
around the globe 
recently generated 
about $1.1 billion in sales. 
The company is famous 
for its progressive
benefits and employee 
relations programs.
Source: AP Photo/Karen Tam.
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HR and Strategy
We’ve seen that strengthening organizational performance and building engaged work 
teams puts a company’s human resource managers in a more central role. One conse-
quence is that HR managers tend to be more involved today in developing the company’s 
strategic plan. Most companies have a strategic plan, a plan for how it will balance its 
internal strengths and weaknesses with external opportunities and threats in order to 
maintain a competitive advantage. Traditionally, the job of developing such a plan is 
one primarily for the company’s operating (line) managers. Thus, company X’s president 
might decide to enter new markets, drop product lines, and embark on a five-year cost-
cutting plan. Then the president would more or less leave the personnel implications of 
that plan (hiring or firing workers, and so on) to be carried out by the human resource
manager. Today, human resource managers usually get much more involved in develop-
ing and implementing strategic plans.

Chapter 3 (Human Resource Management Strategy and Analysis) expands on this. In 
brief, we will see there that strategic human resource management means formulating 
and executing human resource policies and practices that produce the employee competen-
cies and behaviors the company needs to achieve its strategic aims. The basic idea behind
strategic human resource management is this: In formulating human resource manage-
ment policies and practices, the manager’s aim should be to produce the employee skills
and behaviors that the company needs to achieve its strategic aims. So, for example, 
when Yahoo’s CEO wanted to improve her company’s innovation and productivity a few 
years ago, she turned to her new HR manager (a former investment banker). Yahoo then 
instituted many new HR policies. It eliminated telecommuting to bring workers back 
to the office where they could continuously interact, and adopted new benefits (such as

Companies with positive employee relations tend to be the sorts that show up in an-
nual “Best Companies to Work For” lists. For example, at the software company SAS,
which has extraordinary benefits and a history of not laying off employees, one long-term
employee said, “I just can’t imagine leaving SAS, and I felt that way for a very long time . . . 
if somebody offered to double my salary, I wouldn’t even think about it.”61 Employee turn-
over, about 20% in software companies, is about 3% at SAS.62 Similarly, when Google
founders Larry Page and Sergey Brin began building Google, they set out to make it a
great place to work. Google doesn’t just offer abundant benefits (and stock options).63

Google’s team of social scientists run little experiments, for instance to determine if 
successful middle managers have certain skills, and what’s the best way to remind 
people to contribute to their 401(k)s.64 The aim is to keep employees happy (and Google 
successful and growing).

HR IN PRACTICE

SAS and Google Put Their HR Philosophies into Practice

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. Do you think that maintaining positive employee 
relations is particularly important given today’s competitive environment? Give examples 
of why or why not.

 Watch It
How does a company actually go about putting its human resource philosophy into ac-
tion? If your professor has chosen to assign this, go to www.mymangementlab.com
to watch the video Human Resource Management (Patagonia) and then answer the 
questions to show what you do in this situation.

strategic human resource 
management
Formulating and executing human 
resource policies and practices that 
produce the employee competen-
cies and behaviors the company 
needs to achieve its strategic aims.

www.mymanagementlab.com
www.mymangementlab.com
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16 weeks’ paid maternity leave) to lure new engineers and to make Yahoo a more attrac-
tive place in which to work.65

We will use a model starting with Chapter 3 to illustrate this idea, but in brief the
model follows this three-step sequence: Set the firm’s strategic aims  Pinpoint the 
employee behaviors and skills we need to achieve these strategic aims  Decide what 
HR policies and practices will enable us to produce these necessary employee behaviors 
and skills.

Sustainability and Strategic Human Resource Management
As mentioned earlier, sustainability trends have important consequences for human re-
source management. Strategic human resource management means putting in place thet
human resource policies and practices that produce the employee skills and behaviors 
that are necessary to achieve the company’s strategic goals. When those strategic goals 
include sustainability issues, then it follows that human resource managers should have 
HR policies to support these goals.

For example, recall that PepsiCo wants to deliver Performance with Purpose, in 
other words financial performance while also achieving human sustainability, environ-
mental sustainability, and talent sustainability. PepsiCo has goals to measure financial 
performance, for instance in terms of shareholder value and long-term financial per-
formance. Its goals for human sustainability include providing clear nutrition informa-
tion on products. Environmental sustainability goals include protecting and conserving 
global water supplies. Talent sustainability goals include respecting workplace human 
rights and creating a safe and healthy workplace.66

PepsiCo’s human resource managers can have an important impact on helping the
company achieve these goals.67 For example, it can use its workforce planning processesg
to help determine how many and what sorts of environmental sustainability (“green”) 
jobs the company will need to recruit for. It can work with top management to institute 
flexible work arrangements that help sustain the environment by reducing commuting. 
It can change its employee orientation process to include more emphasis on socializ-
ing new employees into PepsiCo’s sustainability goals. It can modify its performance 
appraisal systems to measure the extent to which managers and employees are successful l
in reaching their individual sustainability goals. They can put in place incentive systems
that motivate employees to achieve PepsiCo’s sustainability goals. They can institute
safety and health practices aimed at eliminating unsafe conditions and improving worker
safety. They can make Talent Sustainability part of the company’s HR Philosophy, for 
example by emphasizing the need to foster a respectful work environment.68 And they 
can institute employee relations programs aimed at maintaining positive employee 
relations and ensuring that employees have a safe, fulfilling, and respectful tenure at the
company. The bottom line is that human resource management can play a central role in
supporting a company’s sustainability efforts.

HR and Human Resource Competencies69

It’s more complicated being a human resource manager today. Tasks like formulating 
strategic plans and making data-based decisions require new skills. HR managers can’t 
just be good at traditional personnel tasks like hiring and training (although that is still 
very important). Instead, they must “speak the CFO’s language” by defending human 
resource plans in measurable terms (such as return on investment).70 To create strate-
gic plans, the human resource manager must understand strategic planning, market-
ing, production, and finance.71 As companies merge and expand abroad, he or she must
be able to formulate and implement large-scale organizational changes, drive employee
engagement, and redesign organizational structures and work processes. None of this 
is easy.

HR and the Manager’s Skills
This book aims to help managers develop the skills they’ll need to carry out the 
human resource management-related aspects of their jobs, such as recruiting, selecting,
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training, appraising, and incentivizing employees, and providing them with a safe and 
fulfilling work environment.72 Special Building Your Management Skills features in each 
chapter cover matters such as how to interview job candidates and train new employ-
ees. Special HR Tools for Line Managers and Small Businesses features aim to provide
small business owners and managers in particular with techniques they can use to better 
manage their small businesses. Special Know Your Employment Law features highlight 
the practical information all managers need to make better HR-related decisions that 
work. Employee Engagement Guide for Managers features show how managers improve 
employee engagement.

The Human Resource Manager’s Competencies
Aside from skills like these, what sorts of competencies does someone need to be an ef-ff
fective human resource manager today? When asked “Why do you want to be a human 
resource manager?” many people basically say, “Because I’m a people person.” Being 
sociable is certainly important. But Figure 1.5 shows some other competencies experts
have unearthed.

Professor Dave Ulrich and his colleagues say that today’s human resource managers
need to be strategic positioners—for instance, they have to have the breadth of business 
knowledge necessary to be able to help top management develop its strategic plan. They 
have to be credible activists—for instance, they need the knowledge and expertise and 
leadership abilities that makes them “both credible (respected, admired, listened to) and
active (offers a point of view, takes a position, challenges assumptions).”73 They should
be capability builders—for instance, able to create a fulfilling work environment for 
employees and align the employees’ efforts with the company’s goals. They should be 
change champions—for instance, able to initiate a broad company-wide change, and 
then put in place the HR policies necessary to sustain that change. They should be HR 
Innovators and Integrators—for instance, able to identify new people-related solutions 
for improving the company and to optimize human capital through workforce planning 
and analytics. And they should be technology proponents—for instance able to put in 
place new technology that helps the company recruit applicants via social media.

FIGURE 1.5

The Human Resource 
Manager’s Competencies

Source: The RBL Group, © 2012.
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HR and Ethics
Regrettably, news reports today are filled with stories of otherwise competent manag-
ers who have run amok. For example, prosecutors filed criminal charges against several 
Iowa meatpacking plant human resource managers who allegedly violated employment 
law by hiring children younger than 16.74 Behaviors like these risk torpedoing even oth-
erwise competent managers and employers. Ethics means the standards someone uses to
decide what his or her conduct should be. We will see that many serious workplace ethical 
issues—workplace safety and employee privacy, for instance—are human resource man-
agement related.75

HRCI Certification
Many HR managers use certification to show their mastery of modern human resource
management knowledge. The HR Certification Institute (HRCI) is an independent cer-
tifying organization for human resource professionals (see www.hrci.org). Through
testing, HRCI awards several credentials, including Professional in Human Resources 
(PHR), and Senior Professional in Human Resources (SPHR). The evidence to date gen-
erally suggests a positive relationship between human resource managers’ competence
as reflected by PHR or SPHR certification, and the human resource managers’ effective-
ness.76 Managers can take an online HRCI practice quiz by going to www.hrci.org and 
clicking on Exam Preparation and then on Sample Questions.77

The HRCI Knowledge Base (see Appendix A of this book, pp. 515–523) addresses
seven main topic areas: Strategic Business Management, Workforce Planning and
Employment, Human Resource Development, Total Rewards, Employee and Labor 
Relations, Risk Management, and Core Knowledge. The space this book devotes to these 
topics roughly follows the HRCI weighting suggestions.

The Knowledge Base also lists about 91 specific “Knowledge of ” subject areas 
within these seven main topic areas with which those taking the test should be familiar;
we use special Knowledge Base icons starting in Chapter 2 to denote coverage of HRCI 
knowledge topics.

THE PLAN OF THIS BOOK
This book has two main aims: to provide all future managers, not just HR managers, with
the practical human resource skills (for instance how to interview, train, engage, and 
appraise employees) they need to produce an engaged and high-performing workforce; 
and to cover the HRCI’s “A Body of Knowledge” in a relatively compact and economical 
14-chapter soft cover format. Special main features—Employee Engagement Guide for 
Managers, Building Your Management Skills, HR Tools for Line Managers and Small 
Businesses, and Know Your Equal Employment Law—help illustrate important points.

The Chapters
We’ve organized the book as follows:

Part 1: Introduction (Chapters 1, 2, 3)

1. Managing Human Resources Today.
2. Managing Equal Opportunity and Diversity What you need to know about

equal opportunity laws as they relate to human resource management activities 
such as interviewing, selecting employees, and evaluating performance.

3. Human Resource Strategy and Analysis What is strategic planning, strategy 
formulation and execution, and evidence-based management.

Part 2: Staffing: Workforce Planning and Employment (Chapters 4, 5, 6)

4. Job Analysis and Talent Management What is talent management? How to
analyze a job and how to determine the job’s requirements, specific duties, and 
responsibilities, as well as what sorts of people need to be hired.

5. Personnel Planning and Recruiting Workforce planning and techniques forg
recruiting employees.

ethics
The principles of conduct governing 
an individual or a group; specifically, 
the standards you use to decide
what your conduct should be.

LEARNING OBJECTIVE 4 
Outline the plan of 
this book.

www.hrci.org
www.hrci.org
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6. Selecting Employees What managers should know about testing, interviewing, 
and selecting employees.

Part 3: Training and Human Resource Development (Chapters 7, 8, 9)

7. Training and Developing Employees Providing the training and develop-
ment necessary to ensure that your employees have the knowledge and skills
required to accomplish their tasks.

8. Performance Management and Appraisal Techniques for managing and 
appraising performance.

9. Managing Careers Causes of and solutions for employee turnover, and how 
to help employees manage their careers.

Part 4: Compensation and Total Rewards (Chapters 10, 11)

10. Developing Compensation Plans How to develop market-competitive 
pay plans.

11. Pay for Performance and Employee Benefits Developing total reward 
programs, including incentives and benefits plans for employees.

Part 5: Employee and Labor Relations (Chapters 12, 13, 14)

12. Maintaining Positive Employee Relations Developing employee relations
programs and employee involvement strategies; ensuring ethical and fair
treatment through discipline and grievance processes.

13. Labor Relations and Collective Bargaining The relations between unions and 
management, including union-organizing campaigns, negotiating and agreeing 
on collective-bargaining agreements between unions and management, and 
managing the agreement.

14. Improving Occupational Safety, Health, and Risk Management The causes of 
accidents, how to make the workplace safe, and laws governing your responsi-
bilities in regard to employee safety and health.

Part 6: Special Issues in Human Resource Management (Modules A, B)

Module A: Managing HR Globally Applying human resource management 
policies and practices in a global environment.

Module B: Managing Human Resources in Small and Entrepreneurial Firms 
Special HRM methods small business managers can use to compete more 
successfully.

Review

SUMMARY

1. Staffing, personnel management, or human resource 
management include activities such as recruiting,
selecting, training, compensating, appraising, and 
developing. Human resource management is the
process of acquiring, training, appraising, and com-
pensating employees, and of attending to their labor 

relations, health and safety, and fairness concerns. 
The HR manager and his or her department provide 
various staff services to line management, including
assisting in the hiring, training, evaluating, reward-
ing, promoting, disciplining, and safety of employees
at all levels. HR management is a part of every line

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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manager’s responsibilities. These responsibilities 
include placing the right person in the right job and
then orienting, training, and compensating the per-
son to improve his or her job performance. Reasons 
every manager needs HR expertise include avoiding 
HR mistakes (such as high turnover); getting results;
spending time as an HR manager; and being in a
small business where the owner needs to do most 
HR tasks him or herself.

2. Trends are requiring HR to play a more central role 
in organizations. These trends include workforce
diversity, technological change, globalization, and 
economic challenges.

3. The consequences for HR of such trends include 
more focus on performance (including measuring
performance and doing so in terms of sustainabil-
ity); needing to foster employee engagement and a 
supportive HR philosophy; developing strategic HR 
skills (including for implanting the company’s sus-
tainability plans); developing the necessary HR skills
and competencies; understanding the ethical conse-
quences of one’s decisions; and (for HR managers)

achieving certification to develop and display one’s
competencies.

4. This book aims to help managers develop the skills
they’ll need to carry out the human resource 
management-related aspects of their jobs, such as 
recruiting, selecting, training, appraising, and in-
centivizing employees, and providing them with 
a safe and fulfilling work environment. There is a 
special emphasis on building skills and in fostering 
employee engagement. Special Building Your Man-
agement Skills features in each chapter cover matters
such as how to interview job candidates and train 
new employees. Special HR Tools for Line Manag-
ers and Small Businesses features aim to provide
small business owners and managers in particular
with techniques they can use to better manage their 
small businesses. Special Know Your Employment
Law features highlight the practical information all 
managers need to make better HR-related decisions 
that work. Employee Engagement Guide for Manag-
ers features show how managers improve employee
engagement.

KEY TERMS

organization 34
manager 34
managing 34
management process 34
human resource management (HRM) 34
authority 36

line manager 36
staff manager 36
employment engagement 45
strategic human resource management 47
ethics 50

 Try It
How would you do applying the concepts and skills you learned in this chapter? If 
your professor has chosen to assign this, go to www.mymanagementlab.com
and complete the Human Resource Management simulation.

DISCUSSION QUESTIONS

1-1. What is human resource management?
1-2. Explain with at least five examples why “a 

knowledge and proficiency in HR management
concepts and techniques is important to all 
supervisors or managers.”

1-3. Discuss the changing trends in workforce
diversity. How do these the trends influence
HRM?

1-4. Why is it essential for managers to know about 
HRM concepts and techniques?

1-5. Discuss with examples four important issues 
influencing HR management today.

1-6. Explain HR management’s role in relation to the 
firm’s line management.

1-7. Compare the authority of line and staff 
managers. Give examples of each.

www.mymanagementlab.com
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INDIVIDUAL AND GROUP ACTIVITIES

1-8. Working individually or in groups, contact the 
HR manager of a local bank. Ask the HR manager 
how he or she is working as a strategic partner
to manage human resources, given the bank’s 
strategic goals and objectives. Back in class, discuss
the responses of the different HR managers.

1-9. Working individually or in groups, interview an
HR manager. Based on that interview, write a 
short presentation regarding HR’s role today in 
building competitive organizations.

1-10. Working individually or in groups, bring
several business publications such as Bloomberg 
Businessweek and the k Wall Street Journal to class.l
Based on their contents, compile a list entitled 
“What HR Managers and Departments Do Today.”

1-11. Based on your personal experiences, list
10 examples showing how you used (or could
have used) human resource management 
techniques at work or school.

1-12. Laurie Siegel served as senior vice president of 
human resources for Tyco International from 
2003 to 2012. She took over her job just after 
numerous charges forced the company’s previous
board of directors and top executives to leave the 
firm. Hired by new CEO Edward Breen, Siegel
had to tackle numerous difficult problems starting 
the moment she assumed office. For example, she
had to help hire a new management team. She had 
to do something about what the outside world 
viewed as a culture of questionable ethics at her
company. And she had to do something about the
company’s top management compensation plan, 

which many felt contributed to the allegations by 
some that former company officers had used the 
company as a sort of private ATM.

Siegel came to Tyco after a very impressive
career. For example, she had been head of 
executive compensation at AlliedSignal, and was 
a graduate of the Harvard Business School. But, 
as strong as her background was, she obviously 
had her work cut out for her when she took the 
senior vice president of HR position at Tyco.

Working individually or in groups, conduct
an Internet search and library research to 
answer the following questions: What human 
resource management–related steps did Siegel
take to help get Tyco back on the right track? Do 
you think she took the appropriate steps? Why 
or why not? What, if anything, do you suggest 
she do now?

1-13. Working individually or in groups, develop a list
showing how trends such as workforce diversity,
technological trends, globalization, and changes 
in the nature of work have affected the college
or university you are now attending or the 
organization for which you work.

1-14. Working individually or in groups, develop
several examples showing how the new HR 
management practices mentioned in this chapter 
(using technology, and supporting sustainability 
efforts, for instance) have or have not been 
implemented to some extent in the college 
or university you are now attending or in the 
organization for which you work.

MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

1-15. How do today’s HR managers deal with the trends and challenges shaping

contemporary HR management?

1-16. Discuss some competencies HR managers need to deal with today’s trends 

and challenges.

was curious about her work and asked her what her machine
did. Johnson replied that she really did not know what the
machine was called or what it did. She explained that she had

As a new member of the board of directors for a local bank,
Jack Nelson was being introduced to all the employees in the 
home office. When he was introduced to Ruth Johnson, he 

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1
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firm was generally regarded as a well-run institution that had
grown from 27 to 191 employees during the past eight years. 
The more he thought about the matter, the more puzzled
Nelson became. He couldn’t quite put his finger on the prob-
lem, and he didn’t know whether to report his findings to the 
president.

Questions
1-17. What do you think is causing some of the problems

in the bank’s home office and branches?
1-18. Do you think setting up an HR unit in the main

office would help?
1-19. What specific functions should an HR unit carry 

out? What HR functions would then be carried out
by the bank’s supervisors and other line managers?

Source: “Jack Nelson’s Problem,” by Claude S. George, from Supervi-
sion in Action: The Art of Managing Others, 4th ed., 1985. Copyright
© 1985 by Pearson Education, Inc. Reprinted with permission.

been working there for only two months. She did, however,
know precisely how to operate the machine. According to 
her supervisor, she was an excellent employee.

At one of the branch offices, the supervisor in charge
spoke to Nelson confidentially, telling him that “something 
was wrong,” but she didn’t know what. For one thing, she ex-
plained, employee turnover was too high, and no sooner had 
one employee been put on the job than another one resigned. 
With customers to see and loans to be made, she explained, 
she had little time to work with the new employees as they 
came and went.

All branch supervisors hired their own employees with-
out communication with the home office or other branches. 
When an opening developed, the supervisor tried to find a
suitable employee to replace the worker who had quit.

After touring the 22 branches and finding similar prob-
lems in many of them, Nelson wondered what the home of-ff
fice should do or what action he should take. The banking 

Introduction

A main theme of this book is that HR management—
activities like recruiting, selecting, training, and rewarding 
employees—is not just the job of a central HR group but
rather a job in which every manager must engage. Perhaps 
nowhere is this more apparent than in the typical small 
service business. Here the owner/manager usually has no 
HR staff on which to rely. However, the success of his or 
her enterprise (not to mention his or her family’s peace of 
mind) often depends largely on the effectiveness through
which workers are recruited, hired, trained, evaluated, and 
rewarded. Therefore, to help illustrate and emphasize the
front-line manager’s HR role, throughout this book we will 
use a continuing case based on an actual small business in 
the southeastern United States. Each chapter’s segment of 
the case will illustrate how the case’s main player—owner/
manager Jennifer Carter—confronts and solves personnel
problems each day at work by applying the concepts and
techniques of that particular chapter. Here is background 
information you will need to answer questions that arise in
subsequent chapters. (We also present a second, unrelated
case incident in each chapter.)

Carter Cleaning Centers

Jennifer Carter graduated from State University in June 2010,
and, after considering several job offers, decided to do what 
she really always planned to do—go into business with her
father, Jack Carter.

Jack Carter opened his first laundromat in 1998 and 
his second in 2001. The main attraction of these coin laun-
dry businesses for him was that they were capital intensive
rather than labor intensive. Thus, once the investment in
machinery was made, the stores could be run with just one
unskilled attendant and have none of the labor problems 

one normally expects from being in the retail service
business.

The attractiveness of operating with virtually no skilled
labor notwithstanding, Jack had decided by 1999 to ex-
pand the services in each of his stores to include the dry 
cleaning and pressing of clothes. He embarked, in other 
words, on a strategy of “related diversification” by adding
new services that were related to and consistent with his 
existing coin laundry activities. He added these in part be-
cause he wanted to better utilize the unused space in the 
rather large stores he currently had under lease. But he also 
did so because he was, as he put it, “tired of sending out the 
dry cleaning and pressing work that came in from our coin 
laundry clients to a dry cleaner 5 miles away, who then
took most of what should have been our profits.” To reflect 
the new, expanded line of services, he renamed each of his 
two stores Carter Cleaning Centers and was sufficiently 
satisfied with their performance to open four more of the
same type of stores over the next five years. Each store had
its own on-site manager and, on average, about seven em-
ployees and annual revenues of about $600,000. It was this 
six-store cleaning centers chain that Jennifer joined upon 
graduating from State University.

Her understanding with her father was that she
would serve as a troubleshooter and consultant to the
elder Carter with the aim of both learning the business
and bringing to it modern management concepts and 
techniques for solving the business’s problems and facili-
tating its growth.

Questions
1-20. Make a list of five specific HR problems you think 

Carter Cleaning will have to grapple with.
1-21. What would you do first if you were Jennifer?

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company
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EXPERIENTIAL EXERCISE
Helping “The Donald”
Purpose: The purpose of this exercise is to provide practice 
in identifying and applying the basic concepts of human 
resource management by illustrating how managers use
these techniques in their day-to-day jobs.

Required Understanding: Be familiar with the material in 
this chapter, and with several episodes of shows like The
Apprentice, with developer Donald Trump.

How to Set Up the Exercise/Instructions:
1-22. Divide the class into teams of three to four 

students.
1-23. Read this: As you know by having watched “The 

Donald” as he organized his business teams for
The Apprentice, human resource management 
plays an important role in what Donald Trump 
and the participants on his separate teams need 
to do to be successful. For example, Donald
Trump needs to be able to appraise each of the 
participants. And, for their part, the leaders of 
each of his teams need to be able to staff his or 
her teams with the right participants and then 
provide the sorts of training, incentives, and 
evaluations that help their companies succeed 
and that therefore make the participants them-
selves (and especially the team leaders) look like
“winners” to Mr. Trump.

1-24. Watch several of these shows (or reruns of the 
shows), and then meet with your team and 
answer the following questions:
a.  What specific HR functions (recruiting,

interviewing, and so on) can you identify 
Donald Trump using on this show? Make
sure to give specific examples.

b. What specific HR functions (recruiting,
selecting, training, and so on) can you iden-
tify one or more of the team leaders using to
help manage their teams on the show? Again, 
give specific examples.

c.  Provide a specific example of how HR func-
tions (such as recruiting, selection, interview-
ing, compensating, appraising, and so on) 
contributed to one of the participants 
coming across as particularly successful to 
Mr. Trump. Also, provide examples of how 
one or more of these functions contributed to 
Mr. Trump telling a participant “You’re fired.”

d.  Present your team’s conclusions to the class.

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler
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OVERVIEW:  
In this chapter, we will cover . . .

■ EQUAL EMPLOYMENT OPPORTUNITY LAWS

■ DEFENSES AGAINST DISCRIMINATION 
ALLEGATIONS

■ ILLUSTRATIVE DISCRIMINATORY EMPLOYMENT 
PRACTICES

■ THE EEOC ENFORCEMENT PROCESS

■ DIVERSITY MANAGEMENT AND AFFIRMATIVE 
ACTION

Managing Equal 
Opportunity  
and Diversity

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

1. Summarize the basic equal employment opportunity laws 
and how each impacts HR functions such as recruitment and 
selection.

2. Explain the basic defenses against discrimination allegations.
3. Give examples of what employers can and cannot legally do 

with respect to recruitment, selection, and promotion and 
layoff practices.

4. Explain the Equal Employment Opportunity Commission 
enforcement process.

5. List five strategies for successfully increasing diversity of the 
workforce.

 Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 2 Warm Up.
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Equal Pay Act of 1963
The act requiring equal pay for 
equal work, regardless of sex.

Title VII of the 1964  
Civil Rights Act
The section of the act that says an 
employer cannot discriminate on 
the basis of race, color, religion, 
sex, or national origin with respect 
to employment.

Source: Mika/Corbis.

INTRODUCTION

Alf had assumed that the employees of his computer 
consulting company were all happy to be working for 
him. Sales were booming, new clients were joining every 
week, and all seemed well. He was therefore surprised to 
receive an official notice from the Equal Employment
Opportunity Commission. Apparently several of his em-
ployees said he was discriminating against them due to
their religious beliefs, which required them to have long 
hair and beards. He had suggested to them that they’d 
“find it easier to deal with the clients” if they were clean-
shaven. But it never dawned on him that his comments 
would trigger a discrimination claim.

EQUAL EMPLOYMENT 
OPPORTUNITY LAWS
Hardly a day goes by without equal opportunity lawsuits like 
this.1 One survey of corporate general counsels found that
such lawsuits were their biggest litigation fears.2 Performing

supervisory tasks like hiring and appraising employees without understanding these 
laws is fraught with peril. We’ll look at what managers should know about these laws in 
this chapter.

Background
Legislation barring discrimination is nothing new. The Fifth Amendment to the U.S. 
Constitution (ratified in 1791) states that “no person shall . . . be deprived of life, 
liberty, or property, without due process of the law.”3 Other laws as well as various
court decisions made discrimination against minorities illegal by the early 1900s, at
least in theory.4

But as a practical matter, Congress and presidents avoided dramatic action on im-
plementing equal employment until the early 1960s. At that point, “they were finally 
prompted to act primarily as a result of civil unrest among the minorities and women”
who eventually became protected by the new equal rights legislation and the agencies 
created to enforce it.5

Equal Pay Act of 1963
The Equal Pay Act of 1963 (amended in 1972) was one of the first new laws Congress 
passed. This made it unlawful to discriminate in pay based on sex when jobs involve 
equal work—equivalent skills, effort, and responsibility—and are performed under
similar working conditions. (Differences in pay do not violate the act if the difference is
based on a seniority system, a merit system, a system that measures earnings by quan-
tity or quality of production, or a differential based on any factor other than sex.)

Title VII of the 1964 Civil Rights Act
Title VII of the 1964 Civil Rights Act was another of the new laws. Title VII (amended 
by the 1972 Equal Employment Opportunity Act) says an employer cannot discriminate 
based on race, color, religion, sex, or national origin. Specifically, it states that it shall be
an unlawful employment practice for an employer:6

1. To fail or refuse to hire or to discharge an individual or otherwise to discriminate 
against any individual with respect to his or her compensation, terms, conditions, l
or privileges of employment, because of such individual’s race, color, religion, sex, 
or national origin.

LEARNING OBJECTIVE 1 

Summarize the basic equal 
opportunity laws and how 
each impacts HR functions 
such as recruitment and 
selection.
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2. To limit, segregate, or classify his or her employees or applicants for employment in t
any way that would deprive or tend to deprive any individual of employment op-
portunities or otherwise adversely affect his or her status as an employee, because
of such individual’s race, color, religion, sex, or national origin.

Title VII established the Equal Employment Opportunity Commission (EEOC). It 
consists of five members, appointed by the president with the advice and consent of the 
Senate. Each member serves a term of five years. The EEOC has a staff of thousands to 
assist it in administering the Civil Rights law in employment settings.

The EEOC receives and investigates job discrimination complaints. When it finds
reasonable cause, it attempts (through conciliation) to reach an agreement. If this fails, 
the EEOC has the power to go to court. Under the Equal Employment Opportunity Act 
of 1972, discrimination charges may be filed by the EEOC on behalf of an aggrieved 
individual, as well as by the individuals themselves. We explain this procedure later in 
this chapter.

Executive Orders
Under executive orders that U.S. presidents issued over the years, most employers
who do business with the U.S. government have an obligation beyond that imposed by 
Title VII to refrain from employment discrimination. Executive Orders 11246 and 11375
don’t just ban discrimination; they require that contractors take affirmative action to en-
sure equal employment opportunity (we explain affirmative action later in this chapter).
These orders also established the Office of Federal Contract Compliance Programs 
(OFCCP), which is responsible for ensuring the compliance of federal contracts.7

Age Discrimination in Employment Act of 1967
The Age Discrimination in Employment Act (ADEA) of 1967, as amended, makes
it unlawful to discriminate against employees or applicants for employment who are 
40 years of age or older, effectively ending most mandatory retirement.8 Plaintiffs’ law-
yers like the ADEA. It allows jury trials and double damages to those proving “willful” 
discrimination.9 In a case called O’Connor v.r Consolidated Coin Caterers Corp., the U.S. 
Supreme Court held that employers can’t circumvent the ADEA by simply replacing em-
ployees over 40 years of age with those who are “significantly younger” but also over 40.10

Vocational Rehabilitation Act of 1973
The Vocational Rehabilitation Act of 1973 requires employers with federal contracts
over $2,500 to take affirmative action for the employment of disabled persons. The act 
does not require hiring an unqualified person. It does require that an employer take steps 
to accommodate a disabled worker unless doing so imposes an undue hardship on the 
employer.

Pregnancy Discrimination Act of 1978
Congress passed the Pregnancy Discrimination Act (PDA) in 1978 as an amendment
to Title VII. The act prohibits using pregnancy, childbirth, and related medical condi-
tions for discrimination in hiring, promotion, discharge, or any other term or condition 
of employment. Basically, the act says that if an employer offers its employees disability 
coverage, then pregnancy and childbirth must be treated like any other disability and
must be included in the plan as a covered condition. Court decisions and more working 
mothers are prompting more (and more successful) PDA claims.11 For example, an auto
dealership fired an employee after she told them she was pregnant. The reason? Alleg-
edly, “in case I ended up throwing up or cramping in one of their vehicles . . .”12 The
bottom line is that managers should base “any [such] decision on whether an employee
can do the job on medical documentation, not on a manager’s interpretation.”13

Federal Agency Uniform Guidelines on Employee Selection Procedures
The federal agencies charged with ensuring compliance with the aforementioned laws
and executive orders—the EEOC, Civil Service Commission, Department of Labor, 

Equal Employment 
Opportunity Commission 
(EEOC)
The commission, created by 
Title VII, empowered to investigate 
job discrimination complaints and 
sue on behalf of complainants.

Office of Federal Contract 
Compliance Programs 
(OFCCP)
The office responsible for imple-
menting the executive orders and 
ensuring compliance of federal 
contractors.

Age Discrimination in 
Employment Act (ADEA)  
of 1967
The act prohibiting arbitrary age 
discrimination and specifically 
protecting individuals over 
40 years old.

Vocational Rehabilitation 
Act of 1973
The act requiring certain federal 
contractors to take affirmative 
action for disabled persons.

Pregnancy Discrimination 
Act (PDA)
An amendment to Title VII of the 
Civil Rights Act that prohibits sex 
discrimination based on “preg-
nancy, childbirth, or related medi-
cal conditions.”
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and Department of Justice—have adopted uniform guidelines for employers.14 These
guidelines explain, for instance, how to validate a selection procedure.15 The OFCCP has
its own guidelines. The American Psychological Association published its own (nonle-
gally binding) Standards for Educational and Psychological Testing.16

Selected Court Decisions regarding Equal Employment Opportunity (EEO)
Several early court decisions helped to form courts’ interpretive foundation for EEO laws.

Griggs v. Duke Power Company

Griggs v. Duke Power Company (1971) was a landmark case because the Supreme Court y
used it to define unfair discrimination. In this case, a suit was brought against the Duke 
Power Company on behalf of Willie Griggs, an applicant for a job as a coal handler. The 
company required its coal handlers to be high school graduates. Griggs claimed that this 
requirement was illegally discriminatory because it wasn’t related to success on the job 
and because it resulted in more blacks than whites being rejected for these jobs.

Griggs won the case. The decision of the Court was unanimous, and in his written 
opinion, Chief Justice Burger laid out three crucial guidelines affecting equal employ-
ment legislation. First, the court ruled that discrimination on the part of the employer 
need not be overt; in other words, the employer does not have to be shown to have 
intentionally discriminated against the employee or applicant—it need only be shown 
that discrimination took place.

Second, the court held that an employment practice (in this case requiring the high 
school diploma) must be shown to be job related if it has an unequal impact on members d
of a protected class.

In the words of Justice Burger:

The act proscribes not only overt discrimination but also practices that are fair in
form, but discriminatory in operation. The touchstone is business necessity. If an 
employment practice which operates to exclude Negroes cannot be shown to be 
related to job performance the practice is prohibited.17

Third, Burger’s opinion placed the burden of proof on the employer to show that 
the hiring practice is job related. Thus, the employer must show that the employment r
practice (in this case, requiring a high school diploma) is needed to perform the job 
satisfactorily if it has a disparate impact on members of a protected class.

Albemarle Paper Company v. Moody

In the Griggs case, the Supreme Court decided that a screening tool (such as a test) had to 
be job related or valid—that is, performance on the test must be related to performance 
on the job. The 1975 Albemarle case is important because it helped to clarify what the 
employer had to do to prove that the test or other screening tools are related to or predict 
performance on the job. For example, the Court ruled that before using a test to screen 
job candidates, the performance standards for the job in question should be clear and 
unambiguous, so the employer can identify which employees were performing better 
than others (and thus whether the screening tool was effective). In arriving at its deci-
sion, the Court also cited the EEOC guidelines concerning acceptable selection proce-
dures and made these guidelines the “law of the land.”18

The Civil Rights Act of 1991
Subsequent Supreme Court rulings in the 1980s had the effect of limiting the protection 
of women and minority groups. (For example, in Price Waterhouse v. Hopkins, the Court 
ruled that an employer’s unlawful actions may not be discriminatory if lawful actions l
(such as not promoting the employee due to inferior performance) would have resulted 
in the same personnel decision.) In response, President George H. W. Bush signed into 
law the new Civil Rights Act of 1991 (CRA 1991). This act rolled back the clock to where
it stood before the 1980s decisions and actually placed more responsibility on employers.

For example, CRA 1991 addressed burden of proof. Today, after CRA 1991, the pro-
cess of filing and responding to a discrimination charge goes something like this. The 

Griggs v. Duke Power 
Company
Supreme Court case in which the 
plaintiff argued that his employer’s 
requirement that coal handlers be 
high school graduates was unfairly
discriminatory. In finding for the 
plaintiff, the Court ruled that dis-
crimination need not be overt to be 
illegal, that employment practices 
must be related to job performance,
and that the burden of proof is on 
the employer to show that hiring 
standards are job related.

protected class
Persons such as minorities and 
women protected by equal oppor-
tunity laws, including Title VII.

Civil Rights Act of 1991 
(CRA 1991)
The act that places burden of 
proof back on employers and 
permits compensatory and 
punitive damages.
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plaintiff (say, a rejected applicant) demonstrates that an employment practice (such as a 
test) has a disparate impact on a particular group. Disparate impact means “an employer
engages in an employment practice or policy that has a greater adverse impact [effect] on 
the members of a protected group under Title VII than on other employees, regardless 
of intent.”19 Requiring a college degree for a job would have an adverse impact on some 
minority groups, for instance.

The plaintiff need not prove discriminatory intent. Instead, he or she must show 
that an apparently neutral employment practice, such as “be able to lift 100 pounds,” is 
causing the disparity.20 Once the plaintiff shows such disparate impact, the employer has r
the burden of proving that the challenged practice is “job related.”g 21 For example, the 
employer has to show that the business could not run efficiently without the 100-pound 
requirement—that it is a business necessity.

CRA 1991 also makes it easier to sue for money damages. It provides that an em-
ployee who is claiming intentional discrimination (called disparate treatment) can ask 
for both compensatory damages and punitive damages, if he or she can show the em-
ployer engaged in discrimination “with malice or reckless indifference to the federally 
protected rights of an aggrieved individual.” Finally, CRA 1991 also addresses so-called 
“mixed motive” cases. Here employers claim that although their actions were discrimina-
tory, other factors, such as perhaps the employee’s poor performance, made the job ac-
tion (such as dismissal) acceptable. Under CRA 1991, if there is any such discriminatory 
motive, the practice may be unlawful.22

The Americans with Disabilities Act
The Americans with Disabilities Act (ADA) of 1990 prohibits employers with 15 or
more workers from discriminating against qualified individuals with disabilities, with 
regard to hiring, discharge, compensation, advancement, training, or other terms, con-
ditions, or privileges of employment.23 And it requires employers to make “reasonable 
accommodations” unless doing so imposes an “undue hardship” on the business.24

The ADA does not list specific disabilities. However, EEOC guide-
lines say someone is disabled when he or she has a physical or mental 
impairment that “substantially limits” one or more major life activities. 
Impairments include any physiological disorder or condition, cosmetic 
disfigurement, or anatomical loss affecting one or more of several body 
systems, or any mental or psychological disorder.25 The act specifies con-
ditions that it does not regard as disabilities, including homosexuality, t
bisexuality, voyeurism, compulsive gambling, pyromania, and certain 
disorders resulting from the current illegal use of drugs.26 The EEOC’s 
position is that the ADA prohibits discriminating against people with 
HIV/AIDS.

Mental disabilities account for the greatest number of ADA claims.27

“Mental impairment” includes “any mental or psychological disorder, 
such as . . . emotional or mental illness.” Examples include major depres-
sion, anxiety disorders, and personality disorders. The ADA also pro-
tects employees with intellectual disabilities, including those with IQs 
below 70–75.28 Employers should be alert to the possibility that behaviors 
normally regarded as undesirable (such as chronic lateness) may reflect
mental impairments. Reasonable accommodation might then include 
providing room partitions or other barriers between work spaces.

Qualified Individual

Just being disabled doesn’t qualify someone for a job, of course. It only 
prohibits discrimination against qualified individuals—those who, with 
(or without) a reasonable accommodation, can carry out the essential 
functions of the job. The individual must have the requisite skills, educa-
tional background, and experience. A job function is essential when, for
instance, it is the reason the position exists, or it is so highly specialized 
that the employer hires the person for his or her expertise or ability to 

disparate impact
An unintentional disparity between 
the proportion of a protected
group applying for a position and 
the proportion getting the job.

disparate treatment
An intentional disparity between 
the proportion of a protected
group and the proportion getting 
the job.

Technological innovations make it easier 
today for employers to accommodate 
disabled employees.
Source: Roman Milert/123RF.

Americans with Disabilities 
Act (ADA)
The act requiring employers to 
make reasonable accommodations 
for disabled employees; it prohibits 
discrimination against disabled 
persons.
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perform that particular function. For example, when a worker had a seizure, his driver’s 
license was suspended and the employer fired him. The court ruled that he had no ADA 
claim because he couldn’t perform the essential functions of the job (driving).29

Reasonable Accommodation

If the individual can’t perform the job as currently structured, the employer must make 
a “reasonable accommodation” unless doing so would present an “undue hardship.” Rea-
sonable accommodation might include redesigning the job, modifying work schedules,
or modifying or acquiring equipment or other devices (such as adding curb ramps and 
widening door openings).30 For example, the National Federation of the Blind estimates 
that about 70% of working-age blind adults are unemployed or underemployed, although 
they are educated and excellent employees.31 Existing technologies would enable most of 
them to work successfully in numerous jobs. For example, a screen-reading program 
called Jaws converts text from a computer screen into Braille while speaking it.32

Attorneys, employers, and the courts continue to work through what “reasonable
accommodation” means.33 In one classic case, a Walmart door greeter with a bad back 
asked if she could sit while on duty. The store said no, and she sued. The federal court 
agreed with Walmart. Walmart said door greeters must act in an “aggressively hospitable 
manner,” which can’t be done sitting on a stool.34 Standing was an essential job func-
tion. As in Figure 2.1, you can use technology and common sense to make reasonable
accommodations.

Traditional Employer Defenses and the “New” ADA

Employers used to prevail in about 96% of federal appeals court ADA decisions.35 A U.S. 
Supreme Court decision typifies why. An assembly worker sued Toyota, arguing that 
carpal tunnel syndrome prevented her from doing her job.36 The U.S. Supreme Court
ruled that the ADA covers carpal tunnel syndrome only if her impairments affect not 
just her job performance but also her daily living activities. The employee admitted that
she could perform personal chores such as fixing breakfast. The Court said the disability 
must be central to the employee’s daily living (not just job).37

However, the ADA Amendments Act of 2008 (ADAAA) made it much easier for em-
ployees to show that their disabilities are influencing one of their “major life activities,” 
such as reading and thinking.38 Employers must therefore redouble their efforts to ensure
they’re complying with the ADA.39

Many employers simply take a progressive approach. For example, Walgreens tries 
to fill at least one-third of the jobs at its large distribution centers with people with dis-
abilities.40 Common employer concerns about people with disabilities (for instance, that 
they are less productive, and have more accidents) are generally baseless.41

Figure 2.2 summarizes some important ADA guidelines for managers and employers.

Uniformed Services Employment and Reemployment Rights Act
Under the Uniformed Services Employment and Reemployment Rights Act (1994),
employers are generally required, among other things, to reinstate employees returning 
from military leave to positions comparable to those they had before leaving.42

Genetic Information Nondiscrimination Act of 2008
The Genetic Information Nondiscrimination Act (GINA) prohibits discrimination by 
health insurers and employers based on people’s genetic information. It prohibits using 

FIGURE 2.1
Examples of How to 
Provide Reasonable 
Accommodation 
Via Technology

• Employees with moii bility or visir on impairments may benefiaa t frii om voice recognition software.
• Word prediction software suggests words based on context with just one or two letters typed.
• Real-time translation captioning enables employees to participate in meetings.
• Vibrating phones and text pagers notify emy ployees when messages arrive.
• Arizona created a disabia lity friendly website to help link prospective employees and 

others to various agencies.
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genetic information in employment decisions, prohibits the intentional acquisition of 
genetic information about applicants and employees, and imposes strict confidentiality 
requirements.43

State and Local Equal Employment Opportunity Laws
In addition to federal laws, all states and many local governments prohibit employ-
ment discrimination. Many cover employers (like those under 15 employees) not
covered by federal legislation.44 In Arizona, for instance, plaintiffs can bring sexual 
harassment claims against employers with even one employee. Some extend age dis-
crimination, barring discrimination against not only those over 40, but also those 
under 17. (Here, for instance, it might be illegal to advertise for “mature” applicants.) 
Hawaii and Massachusetts prohibit employers from asking about criminal convic-
tions on applications.45

State and local equal employment opportunity agencies (often called “human re-
sources commissions” or “fair employment commissions”) also play a role in equal
employment compliance. When the EEOC receives a discrimination charge, it usu-
ally defers it for a time to the state and local agencies that have comparable jurisdic-
tion. If that doesn’t achieve satisfactory remedies, the charges go back to the EEOC for 
resolution.

Religious and Other Types of Discrimination46

The EEOC enforces laws prohibiting discrimination based on age, disability, equal pay/
compensation, genetic information, national origin, pregnancy, race/color, religion, 
retaliation, sex, and sexual harassment. The EEOC has also held that discrimination 
against an individual because that person is transgender is discrimination because of 
sex and therefore covered under Title VII. The Commission has also found that sexual 
orientation claims by lesbian, gay, and bisexual individuals alleging sex-stereotyping 
have a sex discrimination claim under Title VII.

Religious discrimination involves treating someone unfavorably because of his or
her religious beliefs. The law protects not only people who belong to traditional, or-
ganized religions, such as Buddhism, Christianity, Hinduism, Islam, and Judaism, but 
also others who have sincerely held religious, ethical, or moral beliefs. Unless it would 
be an undue hardship for the employer, an employer must reasonably accommodate
an employee’s religious beliefs or practices. This applies to schedule changes or leave 
for religious observances, as well as to such things as religious dress or grooming
practices. These might include, for example, wearing particular head coverings or 
other religious dress (such as a Jewish yarmulke or a Muslim headscarf), or wearing 
certain hairstyles or facial hair. Religious discrimination claims are increasing. In one 
case, truck drivers claimed that requiring them to deliver alcoholic drinks violated 
their religious faith.47

Table 2.1 summarizes selected equal employment opportunity laws, actions, execu-
tive orders, and agency guidelines. The accompanying HR Tools feature provides some 
guidance for small business managers.

FIGURE 2.2
ADA Guidelines for 
Managers and Employers

• Do not dent y a job to a disabled individual if the person is qualified and able to perforff m

the essential job functions.
• Make a reasonable accommodation unless doing so would result in undue hardship.
• Know whw at you can ask applicants. In general, you may aa not maket preemployment 

inquiries about a person’sn  disabia lity before making an offeff r. However, you maya  ask y

questions about the person’sn  ability to perforff m essential job functions.
• Itemize essential job functions on the job descriptii ions. In virtually any ADnn A legal action, 

a central question will be, what are the essential functions of the job?f
• Do not allt ow miscw onduct or erratic perforff mance (including absences and tardiness), even

if that behaviaa or is linked to the disability. yy
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TABLE 2.1 Summary of Selected Equal Employment Opportunity Actions*

Action What It Does

Title VII of 1964 Civil Rights
Act, as amended

Bars discrimination because of race, color, religion, sex, or 
national origin; instituted EEOC

Executive orders Prohibit employment discrimination by employers with federal 
contracts of more than $10,000 (and their subcontractors); 
established office of federal compliance; require affirmative 
action programs

Federal agency guidelines Indicate policy covering discrimination based on sex, national
origin, and religion, as well as on employee selection procedures; 
for example, require validation of tests

Supreme Court decisions:
Griggs v. Duke Power 
Company, Albemarle Paper 
Company v. y Moody

Ruled that job requirements must be related to job success; that
discrimination need not be overt to be proved; that the burden of 
proof is on the employer to prove the qualification is valid

Equal Pay Act of 1963 Requires equal pay for men and women for performing similar 
work

Age Discrimination in
Employment Act of 1967

Prohibits discriminating against a person 40 or over in any area
of employment because of age

State and local laws Often cover organizations too small to be covered by federal laws

Vocational Rehabilitation 
Act of 1973

Requires affirmative action to employ and promote qualified 
disabled persons and prohibits discrimination against disabled 
persons

Pregnancy Discrimination
Act of 1978

Prohibits discrimination in employment against pregnant
women, or related conditions

Vietnam Era Veterans’
Readjustment Assistance Act 
of 1974

Requires affirmative action in employment for veterans of the 
Vietnam War era

Americans with Disabilities
Act of 1990 and ADA 
Amendments Act of 2008

Strengthens the need for most employers not to discriminate 
and to make reasonable accommodations for disabled employees
at work

Civil Rights Act of 1991 Reverses several 1980s Court decisions; places burden of proof 
back on employer and permits compensatory and punitive
money damages for discrimination

Genetic Information 
Non-Discrimination Act 
of 2008 (GINA)

Prohibits discrimination by health insurers and employers based 
on people’s genetic information

*The actual laws (and others) can be accessed via a search at www.usa.gov/Topics/Reference-Shelf/
Laws.shtml, accessed September 21, 2013.

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

The U.S. Equal Employment Opportunity Commission (EEOC) administers Title VII of the 
Civil Rights Act of 1964 (Title VII), the Age Discrimination in Employment Act of 1967
(ADEA), Title I of the Americans with Disabilities Act of 1990 (ADA), and the Equal Pay 
Act of 1963 (EPA). For managers or small business owners with a question, the site www
.eeoc.gov provides small business owners with practical advice. For example, click that URL 
and then go to Employers, and then to Small Business. The EEOC provides small business
liaisons to answer questions, as well as standard answers such as

• What should I do when someone files a charge against my company?
• How do I determine if my business is covered by EEOC laws?

www.usa.gov/Topics/Reference-Shelf/Laws.shtmL
www.usa.gov/Topics/Reference-Shelf/Laws.shtmL
www.eeoc.gov
www.eeoc.gov
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• Who may file a charge of discrimination with the EEOC?
• Can a small business resolve a charge without undergoing an investigation or facing a 

lawsuit?

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. Check with the EEOC’s website and compile a list of the 
biggest financial settlements this past year for retaliation claims. About how much was
the average claim?

Sexual Harassment
Under Title VII, conduct based on sex generally qualifies as sexual harassment when 
such conduct has the purpose or effect of substantially interfering with a person’s work 
performance or creating an intimidating, hostile, or offensive work environment. CRA 
1991 also permits victims of intentional discrimination, including sexual harassment, to
have jury trials and to collect compensatory damages for pain and suffering, and puni-
tive damages in cases where the employer acted with “malice or reckless indifference” to 
the person’s rights.48 The Federal Violence against Women Act of 1994 provides another
path women can use to seek relief for violent sexual harassment. It provides that some-
one “who commits a crime of violence motivated by gender and thus deprives another”
of her rights shall be liable to the party injured.

Under EEOC guidelines, employers have an affirmative duty to maintain workplaces
free of sexual harassment and intimidation. The U.S. Supreme Court held (in Oncale v.
Sundowner Offshore Services Inc.) that same-sex sexual harassment is also actionable un-
der Title VII.49 In one recent year, the EEOC received 11,717 sexual harassment charges, about 15%9

of which were filed by men.50

Minority women are most at risk. One study found “women experienced more sex-
ual harassment than men, minorities experienced more ethnic harassment than whites,
and minority women experience more harassment overall than majority men, minority 
men, and majority women.”51

What Is Sexual Harassment?

EEOC guidelines define sexual harassment as unwelcome sexual advances, requests for 
sexual favors, and other verbal or physical conduct of a sexual nature that takes place 
under any of the following conditions:

sexual harassment
Harassment on the basis of sex 
that has the purpose or effect of 
substantially interfering with a 
person’s work performance or 
creating an intimidating, hostile, 
or offensive work environment.

Sexual harassment is unwelcome sexual 
advances, requests for sexual favors, and 
other verbal or physical conduct of a sexual 
nature, including creating an intimidating,
hostile, or offensive work environment.
Source: Atsushi Sakai/Getty Images.

1. Submission to such conduct is made either explic-
itly or implicitly a term or condition of an individual’s 
employment.

2. Submission to or rejection of such conduct by an individual
is used as the basis for employment decisions affecting such 
individual.

3. Such conduct has the purpose or effect of unreasonably inter-
fering with an individual’s work performance or creating an
intimidating, hostile, or offensive work environment.

Proving Sexual Harassment

There are three main ways someone can prove sexual harassment.

1. Quid pro quo. The most direct is to prove that rejecting a 
supervisor’s advances adversely affected what the EEOC calls 
a “tangible employment action” such as hiring, firing, promo-
tion, demotion, and/or work assignment. In one case, the
employee showed that continued job success and advance-
ment were dependent on her agreeing to the sexual demands 
of her supervisors.

www.mymanagementlab.com
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2. Hostile environment created by supervisors. One need not show that the harass-
ment had tangible consequences such as demotion. For example, in one case the 
court found that a male supervisor’s sexual harassment had substantially affected 
a female employee’s emotional and psychological ability to the point that she felt 
she had to quit her job. Therefore, even though the supervisor made no direct 
threats or promises in exchange for sexual advances, his advances interfered with 
the woman’s performance and created an offensive work environment. That was
sufficient to prove sexual harassment. Courts generally do not interpret as sexual 
harassment sexual relationships that arise during the course of employment but 
that do not have a substantial effect on that employment.52 The U.S. Supreme
Court also held that sexual harassment law doesn’t cover ordinary “intersexual
flirtation.”53

3. Hostile environment created by coworkers or nonemployees. The questionable
behavior doesn’t have to come from the person’s supervisor. For example, one 
court held that a mandatory sexually provocative uniform led to lewd comments
by customers. When the employee said she would no longer wear the uniform,
they fired her. The employer couldn’t show there was a job-related necessity for
requiring the uniform, and only female employees had to wear it. The court thus
ruled that the employer, in effect, was responsible for the sexually harassing be-
havior. Such abhorrent client behavior is more likely when the clients are in posi-
tions of power, and when they think no one will penalize them.54 EEOC guidelines 
also state that an employer is liable for the sexually harassing acts of its nonsuper-
visor employees if the employer knew or should have known of the harassing 
conduct.

WHEN IS THE ENVIRONMENT “HOSTILE”? Hostile environment sexual harassment generally 
means that the intimidation, insults, and ridicule were sufficiently severe to alter the working 
conditions. Here, courts look at several things. These include whether the discriminatory 
conduct is frequent or t severe; whether it is physically threatening or g humiliating, or a meregg
offensive utterance; and whether it unreasonably interferes with an employee’s work s
performance.55 Courts also consider whether the employee subjectively perceives thes
work environment as being abusive. For example, did he or she welcome the conduct or
immediately show that it was unwelcome?56

SUPREME COURT DECISIONS The U.S. Supreme Court used a case called Meritor Savings
Bank, FSB v. Vinson to endorse broadly the EEOC’s guidelines on sexual harassment. 
Two other Supreme Court decisions then further clarified sexual harassment law. In the 
first, Burlington Industries v. Ellerth, the employee accused her supervisor of quid pro 
quo harassment. She said her boss propositioned and threatened her with demotion 
if she did not respond. He did not carry out the threats, and she was promoted. In 
the second case, Faragher v. r City of Boca Raton, the employee accused the employer
of condoning a hostile work environment. She said she quit her lifeguard job after 
repeated taunts from other lifeguards. The Court ruled in favor of the employees in 
both cases.

The Court’s written decisions in the latter cases have two implications for employers. 
First, in quid pro quo cases it is not necessary for the employee to suffer a tangible job t
action (such as a demotion) to win the case; just the threat may be sufficient.

Second, the Court laid out an important defense against harassment suits. It said the 
employer must show that it took “reasonable care” to prevent and promptly correct any 
sexually harassing behavior and that the employee unreasonably failed to take advantage d
of the employer’s policy. The implication is that an employer can defend itself against 
sexual harassment liability by showing two things:

• First, it must show “that the employer exercised reasonable care to prevent and 
correct promptly any sexually harassing behavior.”57

• Second, it must demonstrate that the plaintiff “unreasonably failed to take advantage 
of any preventive or corrective opportunities provided by the employer.” The employ-
ee’s failure to use formal reporting systems would satisfy the second component.
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Prudent employers promptly took steps to show they did take reasonable care.58

Steps to take include:59

• Take all complaints about harassment seriously.

• Issue a strong policy statement condemning such behavior. Describe the prohibited 
conduct, assure protection against retaliation, include a confidential complaint 
process, and provide impartial investigation and corrective action.

• Take steps to prevent sexual harassment. For example, communicate to employees
that the employer will not tolerate sexual harassment, and take immediate action 
when someone complains.

• Train supervisors and managers to increase their awareness of the issues, and 
discipline managers and employees involved in sexual harassment.

Diversity Counts
In Sexual Harassment

There is virtually no doubt that certain behaviors constitute sexual harassment. For 
example, behavior of the “quid pro quo” variety (in which, say, the supervisor tells a sub-
ordinate that the person either performs a sexual favor or is terminated) is clearly sexual
harassment. But where the behaviors are not so blatant (but may still foster a sexually 
hostile environment) defining how a reasonable person would interpret the behavior 
becomes more complex.

One problem is that there are gender-based differences in the way men and women
view various behaviors. In one study, about 58% of employees reported experiencing 
potentially harassment-type behaviors at work. Of these, about 25% found it flattering 
and about half viewed it as benign. But on closer examination, about four times more 
men than women found the behavior flattering or benign.60 (One Silicon Valley com-
mentator supposedly explained the scarcity of women in the industry by saying he’d 
hire more women but his wife feared he would sleep with them, and that he probably 
would.)61 Based on studies, females are much more likely than males to report that they 
experienced some form of unwelcome sexual attention and to define more social sexual
behaviors as sexual harassment than do males. Similarly, males are less likely to attribute
responsibility for sexual harassment to the alleged harasser than are females, and men are
more likely to place blame on the female target than are females.62 Sexual harassment 
training programs (for instance to explain these differences to male employees) and 
anti-harassment policies can reduce this problem.63

A second problem is that employees often won’t complain. For example, two Air
Force generals appeared before the U.S. Congress’ House Armed Services Committee 
to explain how 23 instructors at an Air Force base could engage in unprofessional re-
lationships or sexual assaults against 48 female trainees. The Air Force blamed both a 
climate of fear among female personnel (who believed that reporting the offenses to su-
perior officers would be futile or counterproductive) and “a weak command structure.”64 The4

solution is to execute zealously the antiharassment policies like those mentioned earlier.

What Can the Employee Do?

First, the employee should remember that courts generally look to whether the harassed 
employee used the employer’s reporting procedures to file a complaint promptly. To quote
one EEO manual, “a victim has a duty to use reasonable means to avoid or minimize his 
or her damages.” Generally, this duty is not fulfilled if the employer had an effectively 
communicated complaint procedure and the victim did not utilize it, or if the victim did 
make a complaint but then refused to cooperate in the investigation.65 Steps an employee 
can take include:

1. File a verbal contemporaneous complaint with the harasser and the harasser’s boss, 
stating that the unwanted overtures should cease.

2. If the unwelcome conduct does not cease, file verbal and written reports regarding 
the unwelcome conduct and unsuccessful efforts to get it to stop with the harasser’s 
manager and/or the human resource director.
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3. If the letters and appeals to the employer do not suffice, the accuser should turn
to the EEOC to file a claim. In very serious cases, the employee can also consult 
an attorney about suing the harasser for assault and battery, intentional infliction
of emotional distress, injunctive relief, and to recover compensatory and punitive 
damages.

The Global Issues in HR feature addresses some international aspects of equal 
employment.

HR PRACTICES AROUND THE GLOBE

Applying Equal Employment Law Abroad

Expanding abroad complicates complying with equal employment laws. For example, Dell
recently announced big additions to its workforce in India. Are U.S. citizens working for Dell
abroad covered by U.S. equal opportunity laws?

In practice, the answer depends on U.S. laws, international treaties, and the laws of the
countries in which the U.S. firms are doing business. The Civil Rights Act of 1991 marked a 
big change in the geographic applicability of equal rights legislation. Congressional legisla-
tion generally only applies within U.S. territory unless specifically stated otherwise.66 How-
ever, CRA 1991 specifically expanded coverage by amending the definition of “employee” 
in Title VII to mean a U.S. citizen employed in a foreign country by a U.S. owned or con-
trolled company.67 At least theoretically, therefore, U.S. citizens now working overseas for
U.S. companies enjoy the same equal employment opportunity protection as those working 
within U.S. borders. (Title VII does not apply to foreign operations not owned or controlled 
by a U.S. employer, however.)

However, two factors limit the widespread application of CRA 1991 to U.S. employees
abroad. First, the Civil Rights protections are not universal or automatic, since there are
numerous exclusions. For example, an employer need not comply with Title VII if compli-
ance would cause the employer to violate the law of the host country (for instance, some 
foreign countries have statutes prohibiting the employment of women in management 
positions).68

A more vexing problem is the practical difficulty of enforcing CRA 1991 abroad. For ex-
ample, the EEOC investigator’s first duty in an extraterritorial case is to analyze the finances
and organizational structure of the respondent. However in practice few investigators are
trained for this duty, and no precise standards exist for such investigations.69

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following questions. If you were running a China-based unit of an American 
company, would you work hard to follow U.S. EEO laws? Why?

Social Media and HR
Employees’ increasing use of social media to harass others can be problematic for em-
ployers. Employers must distinguish between illegal online harassment (that applying to 
race, religion, national origin, age, sex/gender, genetic information, and disability dis-
crimination) and common personality conflicts. Some employees do use Facebook and
other accounts to harass and bully coworkers (as with disparaging comments). Unfor-
tunately solutions aren’t straightforward. At a minimum, employers should have a zero-
tolerance policy on social media bullying.70

Summary
Table 2.1 (page 63) summarizes these and selected other equal employment opportunity 
legislation, executive orders, and court decisions.

www.mymanagementlab.com


68    PART 1 • INTRODUCTION

Recent Trends in Discrimination Law
Some trends are broadening the impact of equal employment laws, while others are 
forming new headwinds. In terms of broadening the laws’ impact, for instance, the 
U.S. Supreme Court recently held that the federal Defense of Marriage Act’s exclusion 
of state-sanctioned, same-sex marriages was unconstitutional.71 In a guidance from the 
Department of Labor (DOL), the DOL said that under the Employee Retirement Income 
Security Act (ERISA) “The term ‘spouse’ will be read to refer to any individuals who are 
lawfully married under any state law, including individuals married to a person of the 
same sex who were legally married in a state that recognizes such marriages, but who are 
domiciled in a state that does not recognize such marriages.”72 Similarly, the U.S. Labor 
Department recently passed final regulations requiring that federal contractors adopt 
quantifiable hiring goals for individuals with disabilities.73 Employers who don’t employ 
a minimum of 7% disabled workers may face penalties, possibly including loss of their
contracts unless they take immediate remedial actions.74 The 2013–2016 Equal Employ-
ment Opportunity Commission enforcement priorities focus on (among other things)
eliminating hiring barriers. For instance, it is focusing more on how employers use 
applicant screening tools such as credit history and criminal checks that might unfairly 
discriminate.75

However other recent decisions may produce headwinds. For example, the U.S. Su-
preme Court upheld a Michigan constitutional amendment that bans affirmative action 
in admissions to the state’s public universities. One effect would seem to be to permit 
voters in individual states to eliminate affirmative action–based admissions to their pub-
lic universities.76 And in two other recent decisions, the U.S. Supreme Court made it 
more difficult for someone to bring a retaliation claim against an employer; it also more
strictly defined “supervisor”, reducing the likelihood someone could show that an em-
ployer was responsible for a “supervisor’s” harassing behavior.77

 Watch It
How does an employer actually deal with problems such as sexual harassment? 
If your professor has chosen to assign this, go to www.mymangementlab.com
to watch the video Equal Employment (UPS) and then answer the questions to
show what you would do.

DEFENSES AGAINST DISCRIMINATION 
ALLEGATIONS
To understand how employers defend themselves against employment discrimination 
claims, we should first review some basic legal terminology.

Discrimination law distinguishes between disparate treatment and disparate t impact.
Disparate treatment means intentional discrimination. It “requires no more than a finding 
that women (or protected minority group members)” were intentionally treated differ-
ently because they were members of a particular race, religion, gender, or ethnic group.78

Having a rule that says “we do not hire bus drivers over 60 years of age” exemplifies this.
Disparate impact means that “an employer engages in an employment practice or 

policy that has a greater adverse impact (effect) on the members of a protected group un-
der Title VII than on other employees, regardless of intent.”79 A rule that says “employees
must have college degrees to do this particular job” exemplifies this (because more white 
males than some minorities earn college degrees).

Disparate impact claims do not require proof of discriminatory intent. Instead, the
plaintiff must show that the apparently neutral employment practice (such as requiring a
college degree) creates an adverse impact—a significant disparity—between the propor-
tion of (say) minorities in the available labor pool and the proportion you hire. So, the 
key here is to show that the employment practice caused an adverse impact. If it has, then
the employer will probably have to defend itself (for instance, by arguing that there is a
business necessity for the practice).

LEARNING OBJECTIVE 2 

Explain the basic defenses 
against discrimination 
allegations.

adverse impact
The overall impact of employer 
practices that result in significantly 
higher percentages of members 
of minorities and other protected 
groups being rejected for employ-
ment, placement, or promotion.

www.mymangementlab.com
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The Central Role of Adverse Impact
Showing an adverse impact therefore plays a central role in discriminatory practice alle-
gations. Employers may not institute an employment practice that has an adverse impact 
on a particular class of people unless they can show that the practice is job related and
necessary.80 Under Title VII and CRA 1991, a person who believes that (1) he or she was 
a victim of unintentional discrimination because of an employer’s practices need only 
(2) establish a prima facie case of discrimination. This means showing, for instance, that 
the employer’s selection procedures (like requiring a college degree for the job) did have 
an adverse impact on the protected minority group.81 Then the burden of proof shifts to
the employer.

So, for example, if a minority applicant feels he or she was a victim of discrimination, 
the person need only show that the employer’s selection process resulted in an adverse
impact (significant disparity) on his or her group. (For example, if 80% of the white ap-
plicants passed the test, but only 20% of the black applicants passed, a black applicant
has a prima facie case proving adverse impact.) Then the burden of proof shifts to the 
employer. It becomes the employer’s task to prove that its test (or application blank or 
the like) is a valid predictor of performance on the job (and that it applied its selection
process fairly and equitably to both minorities and nonminorities).

In practice, an applicant or employee can use one of the following methods to show 
that an employment procedure (such as a selection test) has an adverse impact on a 
protected group.

Disparate Rejection Rates

The plaintiff shows disparate rejection rates by comparing rejection rates for a minority 
group and another group (usually the remaining nonminority applicants).82

Federal agencies use a “4/5ths rule” to assess disparate rejection rates: “A selection 
rate for any racial, ethnic, or sex group which is less than four-fifths or 80% of the rate for 
the group with the highest rate will generally be regarded as evidence of adverse impact, 
while a greater than four-fifths rate will generally not be regarded as evidence of ad-
verse impact.” For example, suppose the employer hires 60% of male applicants, but only 
30% of female applicants. Four-fifths of the 60% male-hiring rate would be 48%. Because 
the female hiring rate of 30% is less than 48%, adverse impact exists as far as these federal 
agencies are concerned.83

The Standard Deviation Rule

Similarly, courts may use the standard deviation rule to confirm an adverse impact. (The 
standard deviation is a statistical measure of variability. Suppose we measure the heights
of every person in your management class. In simplest terms, the standard deviation 
helps to describe, among other things, how wide a range there is between the shortest 
and tallest students.) In selection, the standard deviation rule holds that, as a rule of 
thumb, the difference between the numbers of minority candidates we would have ex-
pected to hire and whom d we actually hired should be less than two standard deviations.d

Consider this example. Suppose 300 applicants apply for 20 openings; 80 of the ap-
plicants are women and the other 220 are men. We use our screening processes and hire 
2 females and 18 males. Did our selection process have adverse impact? To answer this, 
we first calculate the standard deviation (as shown in Figure 2.3). It is 1.977, or about 2.

In our example, women are 26% (80/300) of the applicant pool. We should therefore 
expect to hire 26% of 20 or about 5 women. We t actually hired 2 women. The difference y
between the numbers of women we would expect to hire and whom we actually hired is
5 − 2 = 3. We can use the standard deviation rule to gauge if there is adverse impact. In 
our example, the standard deviation is 1.977. Again, the standard deviation rule holds 
that, as a rule of thumb, the difference between the numbers of minority candidates we 
would have expected to hire and whom we actually hired should be less than two standard d
deviations. Two times 1.9777 is about 4. Since the difference between the number of 
women we would have expected to hire (5) and actually hired (2) is 3, the results suggest
that our screening did not have adverse impact on women. (Put another way, in this case, 
hiring just 2 rather than 5 is not a highly improbable result here.)84
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Restricted Policy

The restricted policy approach means demonstrating that the employer’s policy inten-
tionally or unintentionally excluded members of a protected group. Here the problem 
is usually obvious—such as policies against hiring bartenders shorter than 6 feet tall. 
Evidence of restricted policies such as these is enough to prove adverse impact and to 
expose an employer to litigation.

Population Comparisons

This approach compares (1) the percentage of minority/protected group and white 
workers in the organization with (2) the percentage of the corresponding group in the 
labor market. The EEOC usually defines labor market as the U.S. Census data for that 
Standard Metropolitan Statistical Area.

“Labor market,” of course, varies with the job. For some jobs, such as laborer or 
secretary, it makes sense to compare the percentage of minority employees with the per-
centage of minorities in the surrounding community, since they will come from that 
community. But for jobs such as engineer, recruiting may be nationwide. Determining
whether an employer has enough black engineers might thus involve determining the 
number available nationwide, not in the surrounding community.

Employers use workforce analysis to analyze the data regarding the firm’s use of 
protected versus nonprotected employees in the company’s various job classifications.
The process of comparing the percentage of minority employees in a job (or jobs) at
the company with the number of similarly trained minority employees available in the
relevant labor market is utilization analysis.

McDonnell-Douglas Test

Lawyers in disparate impact cases use the previous approaches (such as population com-
parisons) to test whether an employer’s policies or actions have the effect of uninten-
tionally screening out disproportionate numbers of women or minorities. Lawyers use
the McDonnell-Douglas test for showing (intentional) disparate treatment, rather than 
(unintentional) disparate impact.

This test grew out of a case at the former McDonnell-Douglas Corporation. The 
applicant was qualified but the employer rejected the person and continued seeking ap-
plicants. Did this show that the hiring company intentionally discriminated against the 
female or minority candidate? The U.S. Supreme Court set four rules for applying the 
McDonnell-Douglas test:

1. That the person belongs to a protected class.
2. That he or she applied and was qualified for a job for which the employer was seek-

ing applicants.
3. That, despite this qualification, he or she was rejected.
4. That, after his or her rejection, the position remained open and the employer con-

tinued seeking applications from persons with the complainant’s qualifications.

If the plaintiff meets these four conditions, then a prima facie case of dispa-
rate treatment is established. At that point, the employer must articulate a legitimate 

FIGURE 2.3
Calculating Our Standard 
Deviation SD =
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nondiscriminatory reason for its action, and produce evidence but not prove that it acted 
based on such a reason. If it meets this relatively easy standard, the plaintiff then has the 
burden of proving that the employer’s articulated reason is merely a pretext for engaging
in unlawful discrimination.

KNOW YOUR EMPLOYMENT LAW

Dealing with a Charge of Discrimination

Assume you turn down a member of a protected group for a job with your firm. You do
this based on a test score (although it could have been interview questions or something 
else). Further, assume that this person believes he or she was discriminated against due 
to being in a protected class, and decides to sue your company.

Basically, all he or she must do is show that your human resource procedure (such as 
the selection test) had an adverse impact on members of his or her minority group. The 
plaintiff can apply several approaches here, such as disparate rejection rates, the standard
deviation rule, restricted policy, or population comparisons. Once the person proves ad-
verse impact (to the court’s satisfaction), the burden of proof shifts to the employer. The 
employer must defend against the discrimination charges.

Note that there is nothing in the law that says that because one of your procedures 
has an adverse impact on a protected group, you can’t use the procedure. In fact, it may 
well happen that some tests screen out disproportionately higher numbers of, say, blacks
than they do whites. What the law does say is that once your applicant has made his or 
her case (showing adverse impact), the burden of proof shifts to you. Now you (or your 
company) must defend use of the procedure.

There are then two basic defenses employers use to justify an employment practice that
has an adverse impact on members of a minority group: the bona fide occupational quali-
fication (BFOQ) defense and the business necessity defense. We’ll look at these next. ■

Bona Fide Occupational Qualification
One defense is to claim that the employment practice is a bona fide occupational
qualification (BFOQ) for performing the job. Title VII provides that “it should not be 
an unlawful employment practice for an employer to hire an employee . . . on the basis of 
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 opera-
tion of that particular business or enterprise.”

However, courts usually interpret the BFOQ exception narrowly. It is usually a de-
fense to a disparate treatment case based upon direct evidence of t intentional discrimil -
nation, rather than to disparate impact (unintentional) cases. As a practical matter, 
employers use it mostly as a defense against charges of intentional discrimination based 
on age. The Age Discrimination in Employment Act (ADEA) permits disparate treat-
ment in those instances when age is a BFOQ.85 For example, age is a BFOQ when the
Federal Aviation Administration sets a compulsory retirement age of 65 for commercial
pilots.86 Actors required for youthful or elderly roles suggest other instances when age 
may be a BFOQ. Employers who use the BFOQ defense admit they base their personnel 
decisions on age. However, they seek to justify them by showing that the decisions were 
reasonably necessary to normal business operations (for instance, a bus line arguing its 
driver age requirement is necessary for safety).87

Religion as a BFOQ

Religion may be a BFOQ in religious organizations or societies that require employees 
to share their particular religion. For example, religion may be a BFOQ when hiring 
persons to teach in a religious school. However, remember courts construe the BFOQ 
defense very narrowly.

Gender as a BFOQ

Gender may be a BFOQ for positions like actor, model, and restroom attendant re-
quiring physical characteristics possessed by one sex. However, for most jobs today, it’s 

bona fide occupational 
qualification (BFOQ)
Requirement that an employee 
be of a certain religion, sex, or 
national origin where that is rea-
sonably necessary to the organiza-
tion’s normal operation. Specified 
by the 1964 Civil Rights Act.
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difficult to claim that gender is a BFOQ. For example, gender is not a BFOQ for parole 
and probation officers.88 It is not a BFOQ for positions just because the positions require 
lifting heavy objects. A Texas man filed a discrimination complaint against Hooters of 
America. He alleged that one of its franchisees would not hire him as a waiter because 
it “. . . merely wishes to exploit female sexuality as a marketing tool to attract customers 
and insure profitability.”89 Hooters defended its right to hire only women before reaching
a confidential settlement.

National Origin as a BFOQ

A person’s country of national origin may be a BFOQ. For example, an employer who is 
running the Chinese pavilion at a fair might claim that Chinese heritage is a BFOQ for 
persons to deal with the public.

Business Necessity
Business necessity is a defense created by the courts. It requires showing that there is y
an overriding business purpose for the discriminatory practice and that the practice is 
therefore acceptable.

It’s not easy to prove business necessity.90 The Supreme Court made it clear that busi-
ness necessity does not encompass such matters as avoiding an employer inconvenience,
annoyance, or expense. For example, an employer can’t generally discharge employees 
whose wages have been garnished merely because garnishment (requiring the employer
to divert part of the person’s wages to pay his or her debts) creates an inconvenience. The
Second Circuit Court of Appeals held that the practice “must not only directly foster 
safety and efficiency” but also be essential to these goals.91 Furthermore, “the business 
purpose must be sufficiently compelling to override any racial impact. . . .”92

However, many employers have used the business necessity defense successfully. In
an early case, Spurlock v. United Airlines, a minority candidate sued United Airlines. He
said that its requirements that pilot candidates have 500 flight hours and college degrees
were unfairly discriminatory. The court agreed that the requirements did have an ad-
verse impact on members of the person’s minority group. But it held that in light of the
cost of the training program and the huge human and economic risks in hiring unquali-
fied candidates, the selection standards were a business necessity and were job related.93

In general, when a job requires a small amount of skill and training, the courts closely 
scrutinize any preemployment standards or criteria that discriminate against minorities. 
There is a correspondingly lighter burden when the job requires a high degree of skill 
and when the economic and human risks of hiring an unqualified applicant are great.94

Attempts by employers to show that their selection tests or other employment prac-
tices are valid are examples of the business necessity defense. Here the employer mustd
show that the test or other practice is job related—in other words, that it is a valid predic-
tor of performance on the job. Where the employer can establish such validity, the courts 
have generally supported using the test or other employment practice as a business ne-
cessity. In this context, validity means the degree to which the test or other employment 
practice is related to or predicts performance on the job; Chapter 5 explains validation.

ILLUSTRATIVE DISCRIMINATORY 
EMPLOYMENT PRACTICES
Federal laws like Title VII usually don’t expressly ban preemployment questions about 
an applicant’s race, color, religion, sex, or national origin. In other words, “with the 
exception of personnel policies calling for outright discrimination against the mem-
bers of some protected group,” it’s not the questions but their impact.95 Thus, illustrative
inquiries and practices like those in the Building Your HR Management Skills feature
on the next few pages are not illegal per se. For example, it isn’t illegal to ask a job 
candidate about her marital status (although such a question might seem discrimina-
tory). You can ask. However, be prepared to show either that you do not discriminate 
or that you can defend the practice as a BFOQ or business necessity.

business necessity
Justification for an otherwise dis-
criminatory employment practice, 
provided there is an overriding 
legitimate business purpose.

LEARNING OBJECTIVE 3 

Give examples of what 
employers can and cannot 
legally do with respect 
to recruitment, selection, 
and promotion and layoff 
practices.
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Building Your Management Skills: Discrimination Law—
Knowing What You Can and Cannot Do

In practice, there are two very strong reasons to avoid asking questions such as “What 
is your marital status?”. First, although federal law may not bar such questions, many 
state and local laws do. Second, the EEOC has said that it will disapprove of such 
practices, so just asking the questions may draw its attention. Such questions become
illegal if a complainant can show you use them to screen out a greater proportion of 
his or her protected group’s applicants, and you can’t prove the practice is required as 
a business necessity or BFOQ.

As a rule, therefore, it’s not just foolish but very risky to ask questions like these. 
Let us look more closely at some illustrative examples of the potentially discrimina-
tory practices the manager will want to avoid.96

Recruitment
Word of Mouth You cannot rely on word-of-mouth dissemination of information 
about job opportunities when your workforce is all (or substantially all) white or all 
members of some other class such as all female, all Hispanic, and so on. Doing so 
might reduce the likelihood that others will become aware of the jobs and thus apply 
for them.

Misleading Information It is unlawful to give false or misleading information to 
members of any group or to fail to refuse to advise them of work opportunities and 
the procedures for obtaining them.

Help Wanted Ads “Help wanted—male” and “Help wanted—female” advertising 
classifieds are violations of laws forbidding sex discrimination in employment unless 
sex is a BFOQ for the job advertised.97 Similarly, you cannot advertise for a “young”
man or woman.

Selection Standards
Educational Requirements An educational requirement may be held illegal when
(1) it can be shown that minority groups are less likely to possess the educational 
qualifications (such as a high school diploma), and (2) such qualifications are also
not required to perform the job.

Tests According to former Chief Justice Burger:

Nothing in the [Title VII] act precludes the use of testing or measuring proce-
dures; obviously they are useful. What Congress has forbidden is giving these 
devices and mechanisms controlling force unless they are demonstrating a
reasonable measure of job performance.

Thus, tests that disproportionately screen out minorities or women and are not 
job related are deemed unlawful by the courts.d

Preference to Relatives You cannot give preference to relatives of your current
employees with respect to employment opportunities if your current employees are 
substantially nonminority.

Height, Weight, and Physical Characteristics Maximum weight rules for
employees don’t usually trigger adverse legal rulings. “Few applicants or employees
will be able to demonstrate an actual weight-based disability” (in other words, 
they are 100% above their ideal weight or there is a physiological cause for their 
disability).

However, managers should be vigilant against stigmatizing obese peo-
ple. First, you may adversely impact minority groups, some of whom have a
higher incidence of obesity.98 Furthermore, studies leave little doubt that obese

(continued)
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individuals are less likely to be hired, and more likely to receive poor customer
service as customers.99

Health Questions Under the ADA, “Employers are generally prohibited from 
asking questions about applicants’ medical history or requiring preemployment
physical examinations.” However, such questions and exams can be used once the
job offer has been extended to determine that the applicant can safely perform
the job.100

Arrest Records Unless the job requires security clearance, do not ask an applicant
whether he or she has been arrested or spent time in jail, or use an arrest record
to disqualify a person automatically. Due to racial and ethnic disparities in arrest
and prison rates, both the EEOC and the Office of Federal Contract Compliance
Programs (OFCCP) recently set forth new guidance discouraging employers from
using blanket exclusions against individuals with criminal records.101

Application Forms Employment applications generally shouldn’t contain questions 
pertaining, for instance, to applicants’ disabilities, workers’ compensation history, 
age, arrest record, marital status, or U.S. citizenship. Instead, collect personal 
information required for legitimate reasons (such as whom to contact in case of 
emergency) after the person has been hired.102

Sample Discriminatory Promotion, Transfer, and Layoff Procedures
Fair employment laws protect not just job applicants but current employees.103

Therefore, any employment practices regarding pay, promotion, termination, dis-
cipline, or benefits that (1) are applied differently to different classes of persons, 
(2) have the effect of adversely affecting members of a protected group, and (3) cannot 
be shown to be required as a BFOQ or business necessity may be held to be illegally 
discriminatory. For example, the EEOC issued an enforcement guidance making it
clear that employers may not discriminate against employees in connection with 
their benefits plans.

Uniforms When it comes to discriminatory uniforms and/or suggestive attire, 
courts frequently side with employees. For example, requiring female employees 
(such as waitresses) to wear sexually suggestive attire as a condition of employment 
has been ruled as violating Title VII in many cases.104

Tattoos and Body Piercings About 38% of millennials in one survey had tattoos as 
compared with 15% of baby boomers. About 23% of millennials had body piercings 
as compared with 1% of baby boomers. One case involved a waiter with religious 
tattoos on his wrists at a Red Robin Gourmet Burgers restaurant. The company 
insisted he cover his tattoos at work; he refused. Red Robin subsequently settled a 
lawsuit after the waiter claimed that covering the tattoos would be a sin based on his 
religion.105 (What do you think this suggests Alf, from the chapter opening scenario, 
should do, based on this?)

Management Malpractice and Retaliation The human resource manager helps
the company navigate problems like these, but the supervisor usually triggers the
problem. Even telling a female candidate you’d be concerned about her safety on
the job after dark might trigger a claim. The supervisor—not just the employer—
may suffer legal consequences. Management malpractice, and retaliation are two big
potential problems.

Management malpractice is aberrant conduct on the part of the manager that has 
serious consequences for the employee’s personal or physical well-being, or which 

(continued)
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“exceeds all bounds usually tolerated by society.”106 In one outrageous example, the 
employer demoted a manager to janitor and took other steps to humiliate the per-
son. The jury subsequently awarded the former manager $3.4 million. Supervisors
who commit management malpractice may be personally liable for paying a portion 
of the judgment.

Second, retaliation is illegal under equal rights laws. To quote the EEOC, “all
of the laws we enforce make it illegal to fire, demote, harass, or otherwise ‘retaliate’
against people because they filed a charge, complained to their employer or other
covered entity about discrimination, or because they participated in a discrimina-
tion investigation or lawsuit.”107 Retaliation charges are the most common charges 
filed with the EEOC.108

THE EEOC ENFORCEMENT PROCESS
If someone does file a charge, the EEOC will get involved. There are several steps in the 
EEOC enforcement process.

Processing a Discrimination Charge
Filing of Claim

The EEOC enforcement process begins with someone filing a charge (see Figure 2.4).
Under CRA 1991, the discrimination claim must be filed within 300 days (when there 
is a similar state law) or 180 days (no similar state law) after the alleged incident took 
place (two years for the Equal Pay Act).109 The filing must be in writing and under oath,
by (or on behalf of) either the aggrieved person or by a member of the EEOC who has 
reasonable cause to believe that a violation occurred. In practice the EEOC typically de-
fers a person’s charge to the relevant state or local regulatory agency; if the latter waives 
jurisdiction or cannot obtain a satisfactory solution to the charge, they refer it back to
the EEOC. The EEOC recently received 99,947 private-sector discrimination charges in 
one fiscal year.110

EEOC Investigation

After a charge is filed (or the state or local deferral period ends), the EEOC has 10 days to 
serve notice of the charge on the employer. Attorneys advise against submitting lengthy 
statements in response to receiving a charge. Instead, provide a concise explanation de-
scribing why the actions were lawful.111 The EEOC next investigates the charge to deter-
mine whether there is reasonable cause to believe it is true; it is expected to make this
determination within 120 days. EEOC attorneys urge cooperating with the EEOC during 
this investigation.112

If no reasonable cause is found, the EEOC must dismiss the charge, in which case the
person who filed the charge has 90 days to file a suit on his or her own behalf. If reason-
able cause for the charge is found, the EEOC must attempt to conciliate. If this concilia-
tion is not satisfactory, the EEOC may bring a civil suit or issue a notice of right to sue to 
the person who filed the charge. Figure 2.5 on page 77 summarizes important questions 
to ask after receiving notice from the EEOC of a bias complaint. Some employers obtain 
employment practices liability insurance (EPLI) against discrimination claims.113

Voluntary Mediation
The EEOC refers about 10% of its charges to a voluntary mediation mechanism. This 
is “an informal process in which a neutral third party assists the opposing parties to 
reach a voluntary, negotiated resolution of a charge of discrimination.”114 If the parties 
don’t reach agreement (or a party rejects participation), the EEOC processes the charge 
through its usual mechanisms.115

LEARNING OBJECTIVE 4 

Explain the Equal 
Employment Opportunity 
Commission enforcement 
process.

 B A S E

K
N

O

WLED
G

E 

 B A S E

K
N

O

WLED
G

E 



76    PART 1 • INTRODUCTION

FIGURE 2.4
The EEOC Charge-Filing
Process

Note: Parties may settle at any 
time.

Source: Based on information at 
www.eeoc.gov.
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Faced with an offer to mediate, the employer has three options: Agree to mediate the
charge; make a settlement offer without mediation; or prepare a “position statement” for 
the EEOC. If the employer does not mediate or make an offer, the position statement is re-
quired. It should include a robust defense, including information relating to the company’s 
business and the charging party’s position; a description of any rules or policies and proce-
dures that are applicable; and the chronology of the offense that led to the adverse action.116

Mandatory Arbitration of Discrimination Claims
Many employers, to avoid EEO litigation, require applicants and employees to agree to arbi-
trate such claims. The U.S. Supreme Court’s decisions (in Gilmer v. r Interstate/Johnson Lane
Corp. and similar cases) make it clear that “employment discrimination plaintiffs [employ-
ees] may be compelled to arbitrate their claims under some circumstances.”117 Given this, 
employers “may wish to consider inserting a mandatory arbitration clause (called, as is tra-
ditional, an alternative dispute resolution [ADR] program) in their employment applica-
tions or handbooks.”118 To protect such a process against appeal, the process should include 
steps to protect against arbitrator bias, allow the arbitrator to offer a claimant broad relief 
(including reinstatement), and allow for a reasonable amount of prehearing fact finding.

ADR plans are popular, although the EEOC generally prefers mediation for handling 
bias claims.119 U.S. federal agencies themselves must have ADR programs.120

Figure 2.6 sums up guidelines employers should follow in addressing EEOC charges.

DIVERSITY MANAGEMENT  
AND AFFIRMATIVE ACTION
Diversity means being diverse or varied, and at work means having a workforce comprised y
of two or more groups of employees with various racial, ethnic, gender, cultural, national 
origin, handicap, age, and religious backgrounds.121 Today, because many American work-
places are already diverse, the focus increasingly is on managing diversity at work.122

Diversity’s Barriers and Benefits
Diversity can produce behavioral barriers that undermine work team collegiality and 
cooperation. For example:

• Stereotyping is a process in which someone ascribes specific behavioral traits to g
individuals based on their apparent membership in a group.123 For example, “Older
people can’t work hard.”

• Prejudice means a bias toward prejudging someone based on that person’s traits. 
For example, “We won’t hire him because he’s old.”

FIGURE 2.5
Questions to Ask When 
an Employer Receives 
Notice That EEOC Has 
Filed a Bias Claim

Sources: Fair Employment
Practices Summary of Latest 
Developments, January 7, 
1983, p. 3, Bureau of National 
Affairs, Inc. (800-372-1033);
Kenneth Sovereign, Personnel 
Law (Upper Saddle River, NJ: w
Prentice Hall, 1999), pp. 36–37;
“EEOC Investigations—What 
an Employer Should Know,” 
Equal Employment Opportunity 
Commission (www.eeoc.gov/
employers/investigations.html), 
accessed May 6, 2007; and Equal
Employment Opportunity 
Commission, “The Charge 
Handling Process,” www.eeoc
.gov/employers/process.cfm,
accessed August 30, 2013.

1. Exactly what is the charge and is your company covered by the y relevant statutes? 

(For example, Title VII and the Americans with Disabia lities Act generally apply only to

employees with 15 or more employees.) Did the employee file his or her charge on time, 

and was it processed in a timely manner by the EEOy C?

2. What protected group does the employee belong to?

3. Is the EEOC claiming disparate impact or disparate treatment?

4. Are there any obnn vious bases upon which you can challenge and/or rebut the claim? 

For example, would the employer have taken the action if the person did not belong to

a protected group?

5. If it is a sexual harassment claim, are there offensive comments,ff calendars, posters, 

screensavers, and aa so on, on display in the coaa mpany?

6. In terms of the f practicality of defending your company against this claim, who are the

supervisors who actually took the allegedly discriminatoaa ry actiy ons and how effective will

they be as poteoo ntial witnesses? Have you reaa ceived an opinion from legal counsel regarding 

the chances of prevailing? 

LEARNING OBJECTIVE 5 

List five strategies for 
successfully increasing 
diversity of the workforce.

diversity
Having a workforce comprising 
two or more groups of employees 
with various racial, ethnic, gender, 
cultural, national origin, handicap, 
age, and religious backgrounds.
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• Discrimination is prejudice in action. Discrimination means taking specific actions
toward or against the person based on the person’s group.124 In the United States, 
it is generally illegal to discriminate at work based on a person’s age, race, color,
gender, disability, or country of national origin. But in practice, discrimination 
may be subtle. For example, a “glass ceiling,” enforced by an “old boys’ network” 
(friendships built in places like golf clubs), effectively prevents some women from 
reaching top management. Insofar as it reflects national origin or religious discrim-
ination, discrimination against Muslim employees is prohibited under Title VII.125

FIGURE 2.6
Management Guidelines 
for Addressing EEOC 
Claims

Sources: “Tips for Employers 
on Dealing with EEOC
Investigations,” BNA Fair 
Employment Practices, October 31,
1996, p. 130; “Conducting
Effective Investigations of 
Employee Bias Complaints,”
BNA Fair Employment Practices, 
July 13, 1995, p. 81; Commerce 
Clearing House, Ideas and 
Trends, January 23, 1987, 
pp. 14–15; http://eeoc.gov/
employers/investigations.html,
accessed October 4, 2009; www
.eeoc.gov/employers/process
.cfm, accessed August 1, 2012.

During the EEOC Investigation:
Conduct your own investigatgg ion to get the facts.

Ensure that there is information in the EEOC’s file’ demonstratrr ing lag ck of merif t of the chargef .

Limit the information supplied to d only those issues raised in the charge itself.ff

Get as much information as possible about the charging pag rty’t s claim.

Meet with the employee who made the complaint to clarify all theff relevant issues.t For example,

 what happened? Who was involvednn ?

Remember that the EEOC can only asy k (not cot mpel) employerm srr  to sus bmit documents and ask for

 the testimony of wif tnesses under oathaa .

Give the EEOC a position statement. It should contain words to the effect that “the company 

 has a  policy against discriminay tiaa on and would not discriminate inaa the manner charged in the

 complaint.”. Support the statement with documentation.

During the Fact-Finding Conference:
Because the only official record is the notes the EEOC investnn igator takes, r keep your own records.dd

Bring an attorney.e

Make sure you are fully il nformed of the charges and factsf of the casef .

Before appearing, witnesses (especially supervisors) need to be awarerr of the legal significancef

 of the facts they willf present.

During the EEOC Determination and Attempted Conciliation:
If therf e is a finding of caf usaa e, review it cat refe ullff yll , and point nn out inaccuracies in wruu iting to the EEOC.

Use this letter to try again to convince the parties that the charge is without merit.

Conciliate prudently.yy If yof u have propaa erly investnn igated the case, there may be no aa real advadd ntage

 in settling at this stage.

Remember: It is likely that no suit will be filed by the EEOy C.

With strong top-
management support, 
IBM created several
minority task forces
focusing on groups such
as women and Native 
Americans.
Source: Joanne Ho-Young Lee/Newscom.

discrimination
Taking specific actions toward or 
against the person based on the 
person’s group.
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Discrimination against women goes beyond glass ceilings. Working women also 
confront gender-role stereotypes, the tendency to associate women with certain
(frequently nonmanagerial) jobs.

• Tokenism occurs when a company appoints a small group of women or minorities
to high-profile positions, rather than more aggressively seeking full representation 
for that group.126

• Ethnocentrism is the tendency to view members of other social groups less favor-
ably than one’s own. For example, in one study, managers attributed the perfor-
mance of some minorities less to their abilities and more to help they received from
others. The same managers attributed the performance of nonminorities to their 
own abilities.127

Some Diversity Benefits

The key is properly managing these potential threats.128 For example, one study found
that racial discrimination seemed to reduce employee commitment, but that organiza-
tional efforts to support diversity reduced such negative effects.129 The HR as a Profit
Center feature provides some bottom-line examples of diversity’s potential benefits.

HR AS A PROFIT CENTER

How Diversity Drives Higher Profits

Diversity can actually drive higher profits. For example, more than 50 of the largest U.S.
companies, including GE, Microsoft, and Walmart, filed briefs with the U.S. Supreme Court
arguing that affirmative action produces increased sales and profits. For example, when
Merck needed halal certification for one of its medicines, it turned to its Muslim employees. 
They helped Merck bring the product to market faster and helped ensure its acceptance
among Muslims.

Similarly, IBM created several minority task forces focusing on groups such as women
and Native Americans. One effect was internal: In the 10 or so years since forming them, 
IBM boosted the number of U.S.-born ethnic minority executives by almost two and a half 
times.130 However, the program also aided IBM’s bottom line. For example, one task force 
decided to focus on expanding IBM’s market among multicultural and women-owned 
businesses. They provided “much-needed sales and service support to small and midsize 
businesses, a niche well populated with minority and female buyers.”131 As a direct result, 
this IBM market grew from $10 million to more than $300 million in revenue in just three 
years.

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Name two other ways that you believe diversity management 
could boost a company’s profits.

Managing Diversity
Making diversity “work” for the company requires managing diversity—in other 
words, maximizing diversity’s potential advantages while minimizing the potential 
barriers—such as prejudices and bias.132 The main aim is to make employees more 
sensitive to and better able to adapt to individual cultural differences. McDonald’s 
Corp. doesn’t call its diversity program a “program” at all—because they say diver-
sity management should be an ongoing effort. For example, employee attendance at 
McDonald’s Intercultural Learning Lab facilitates dialogue and communications 
among employees.133

gender-role stereotypes
The tendency to associate women 
with certain (frequently nonmana-
gerial) jobs.

www.mymanagementlab.com


80    PART 1 • INTRODUCTION

Top-Down Diversity Management Programs

Typically, with diversity management the effort starts at the top. One diversity expert 
says five activities are at the heart of the typical companywide diversity management 
program:

Provide strong leadership. Companies with exemplary reputations in managing 
diversity typically have CEOs who champion the cause of diversity. For example,
they role model the behaviors required. One study concluded that the top managers 
who excelled at creating inclusive organizations were those who were personally 
passionate about encouraging diversity.134

Assess the situation. Common tools for measuring a company’s diversity include
equal employment hiring and retention metrics, employee attitude surveys, manage-
ment and employee evaluations, and focus groups.135

Provide diversity training and education. Diversity management usually starts with 
diversity training. This aims to sensitize all employees to value cultural differences, 
to build self-esteem, and to create a more hospitable work environment.

Change culture and management systems. Reinforce the desired values and
behaviors; for instance, change the performance appraisal process by appraising
supervisors based partly on their success in reducing intergroup conflicts.

Evaluate the diversity management program. For example, use employee attitude
surveys to monitor employees’ attitudes toward diversity.

Equal Employment Opportunity versus Affirmative Action
Equal employment opportunity aims to ensure that anyone, regardless of race, color, dis-
ability, sex, religion, national origin, or age, has an equal chance for a job based on his
or her qualifications. Affirmative action goes beyond equal employment opportunity. 
It requires that employers make an extra effort to hire and promote those in a protected
group. Affirmative action thus requires taking actions to eliminate the present effects of 
past discrimination. For example:

• Issue a written policy indicating that the employer is an equal employment oppor-
tunity employer, committed to affirmative action.

• Appoint a top official to direct the program.

• Survey present minority and female employment to determine where affirmative 
action is desirable.136

• Develop goals and timetables.

• Develop and implement specific recruitment, selection, training, and promotion
programs to achieve these goals.

• Establish internal audit and reporting systems to evaluate these programs’ progress.

Reverse Discrimination
Reverse discrimination means discriminating against nonminority applicants and em-
ployees. Many court cases addressed these issues, but until recently, few consistent an-
swers emerged.

In one of the first such cases, Bakke v. Regents of the University of California (1978), 
the University of California at Davis Medical School denied admission to white student
Allen Bakke, allegedly because of the school’s affirmative action quota system, which re-
quired that a specific number of openings go to minority applicants. In a 5-to-4 vote, the
U.S. Supreme Court struck down the policy that made race the only factor in considering
applications for a certain number of class openings and thus allowed Bakke’s admission.

Bakke was followed by many other cases. In June 2009, the U.S. Supreme Court ruled 
in an important reverse discrimination suit brought by Connecticut firefighters. In Ricci
v. DeStefano, 19 white firefighters and one Hispanic firefighter said the city of New Haven 
should have promoted them based on their successful test scores. The city argued that 
certifying the tests would have left them vulnerable to lawsuits from minorities for 
violating Title VII.137 The Court ruled in favor of the (predominantly white) plaintiffs.

affirmative action
Making an extra effort to hire 
and promote those in protected 
groups, particularly when those 
groups are underrepresented.

reverse discrimination
Discriminating against nonminority 
applicants and employees.
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In New Haven’s desire to avoid making promotions that might appear to adversely im-
pact minorities, Justice Kennedy wrote that “The city rejected the test results solely be-
cause the higher scoring candidates were white.” The consensus of observers was that 
the decision would make it much harder for employers to ignore the results obtained by 
valid tests, even if the results disproportionately impact minorities.138 The bottom line 
seems to be that employers should bolster the external recruitment and internal devel-
opment of better-qualified minority and female employees, “while basing employment 
decisions on legitimate criteria.”139

Review

SUMMARY

1. Legislation barring employment discrimination 
includes Title VII of the 1964 Civil Rights Act (as
amended), which bars discrimination because of 
race, color, religion, sex, or national origin; various 
executive orders; federal guidelines (covering proce-
dures for validating employee selection tools, etc.); 
the Equal Pay Act of 1963; and the Age Discrimina-
tion in Employment Act of 1967, and the ADA. In
addition, various Court decisions (such as Griggs v. 
Duke Power Company) and state and local laws bar 
various aspects of discrimination. The EEOC was 
created by Title VII of the Civil Rights Act. The Civil
Rights Act of 1991 had the effect of revising several 
Supreme Court equal employment decisions and
“rolling back the clock.”

2. A person who believes he or she has been discrimi-
nated against by a personnel procedure must prove 
either that he or she was subjected to unlawful dis-
parate treatment (intentional discrimination) or
disparate impact (unintentional discrimination) on 
members of his or her protected class. There are two
basic defenses: the bona fide occupational qualifi-
cation (BFOQ) defense and the business necessity 
defense.

3. A manager should avoid various specific discrimi-
natory human resource management practices. For 
example, in recruitment, an employer usually should
not rely on word-of-mouth advertising or give false 
or misleading information to minority group mem-
bers. In selection, an employer should avoid using
any educational or other requirements where (1) it 
can be shown that minority-group members are less 
likely to possess the qualification and (2) such
requirement is also not job related.

4. In practice, a discrimination charge to the EEOC is 
often first referred to a local agency. When the EEOC 
finds reasonable cause to believe that discrimination 
occurred, it may suggest the parties try to work out 
a conciliation. EEOC investigators can only make 
recommendations.

5. Making diversity “work” for the company requires
managing diversity—in other words maximizing 
diversity’s potential advantages while minimizing
the potential barriers—such as prejudices and bias. 
The main aim is to make employees more sensitive
to and better able to adapt to individual cultural 
differences.

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .

KEY TERMS

Equal Pay Act of 1963 57
Title VII of the 1964 Civil Rights Act 57
Equal Employment Opportunity Commission 

(EEOC) 58

Office of Federal Contract Compliance Programs 
(OFCCP) 58

Age Discrimination in Employment Act (ADEA) 
of 1967 58
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Vocational Rehabilitation Act of 1973 58
Pregnancy Discrimination Act (PDA) 58
Griggs v. Duke Power Company 59
protected class 59
Civil Rights Act of 1991 (CRA 1991) 59
disparate impact 60
disparate treatment 60
Americans with Disabilities Act (ADA) 60
sexual harassment 64

adverse impact 68
bona fide occupational qualification 

(BFOQ) 71
business necessity 72
diversity 77
discrimination 78
gender-role stereotypes 79
affirmative action 80
reverse discrimination 80

 Try It
How would you do applying the concepts and skills you learned in this chapter? If 
your professor has chosen to assign this, go to www.mymanagementlab.com
and complete the HR and diversity simulation to find out.

DISCUSSION QUESTIONS

2-1. Present a summary of what employers can and 
cannot legally do with respect to recruitment, 
selection, and promotion and layoff practices.

2-2. Explain the Equal Employment Opportunity 
Commission enforcement process.

2-3. List five strategies for successfully increasing 
diversity of the workforce.

2-4. What is Title VII? What does it state?

2-5. What important precedents were set by the 
Griggs v. Duke Power Company case? They
Albemarle v. Moody case?y

2-6. What is adverse impact? How can it be proven?
2-7. Explain the defenses and exceptions to 

discriminatory practice allegations.
2-8. What is the difference between affirmative action 

and equal employment opportunity?

INDIVIDUAL AND GROUP ACTIVITIES

2-9. Working individually or in groups, respond to
the following three scenarios based on what you 
learned in this chapter. Under what conditions 
(if any) do you think the following constitute 
sexual harassment? (a) A female manager fires a
male employee because he refuses her requests 
for sexual favors. (b) A male manager refers
to female employees as “sweetie” or “baby.” 
(c) A female employee overhears two male
employees exchanging sexually oriented jokes.

2-10. Working individually or in groups, discuss how 
you would set up an affirmative action program.

2-11. Working individually or in groups, use the Web to
compile examples of actual EEOC claims that have
used each of the methods we discussed (such as the 
standard deviation rule) for showing adverse impact.

2-12. Working individually or in groups, write a paper
entitled “What the manager should know about how 
the EEOC handles a person’s discrimination charge.”

2-13. Assume you are the manager in a small
restaurant. You are responsible for
hiring employees, supervising them, and
recommending them for promotion. Working 
individually or in groups, compile a list of 
potentially discriminatory management practices 
you should avoid.

2-14. The HRCI Knowledge Base holds the HR 
professional responsible to “Ensure that 
workforce planning and employment activities 
are compliant with applicable federal, state and 
local laws and regulations.” Individually or in
teams, draw up a matrix that lists (down the 
side) each law we covered in this chapter, and 
(across the top) each HR function (job analysis, 
recruiting, selection, etc.). Then, within the 
matrix, give an example of how each law impacts 
each HR function.
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MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

2-15. Summarize the basic equal employment opportunity laws regarding age, race, 

sex, national origin, religion, and disabilities discrimination.

2-16. Explain the basic defenses against discrimination allegations.

management cycle. The numbers of newly employed and
promoted Emirati employees, per year, were used to evalu-
ate the progress. In 2003, after the first Emiratization pro-
cess review, EMI/PETROL discovered it was vulnerable to 
the “poaching” of high-caliber nationals. It responded with 
a strong retention strategy (providing preferential terms and 
conditions for nationals, including competitive salaries as 
determined by benchmarking with other organizations) and
implemented specific succession planning. The human re-
sources policy manual states that recruitment preference is 
given to citizens of the UAE, and where a vacancy provides 
a promotion opportunity and/or development opportunity, 
national candidates are reviewed and receive priority. Today,
EMI/PETROL is known as one of the Emiratization leaders
in the UAE. Even if it did not succeed in its initial objective,
it did manage to achieve 50% Emiratization of jobs at the 
professional and management levels.

Questions
2-17. What characteristics of diversity and affirmative

action programs do you recognize in this case?
2-18. How is the Emiratization program different from

other HRM programs?
2-19. What qualitative and quantitative indicators could

companies like EMI/PETROL use to evaluate their
nationalization progress?

2-20. In the context of this case, would you address re-
verse discrimination? Why or why not?

Sources: C. Rees, A. Mamman, and A. Bin Braik, “Emiratisation as a
Strategic HRM Change Initiative: Case Study Evidence from a UAE 
Petroleum Company,” International Journal of Human Resource 
Management 18, no. 1 (2007), pp. 33–53.t

Programs to encourage employment of nationals over 
expatriates have become a key feature in the Gulf countries. 
The United Arab Emirates (UAE) relies heavily on foreign 
workers. In 2007, Emiratis represented only 13.5% of the UAE 
population. Expatriate workers occupy 98% of private-sector
jobs (more than 52% of the total jobs in the UAE), and 91% in 
the public sector. The unemployment rate for UAE nationals 
is around 13%. To enforce Emiratization, the government has
centrally determined employment quotas for nationals within
specific sectors. EMI/PETROL is a UAE company operating in
the petroleum industry. In 1998, its board formally approved 
the Workforce Nationalization Project. In the following year,
EMI/PETROL became a leader in Emiratization by allocating 
a budget of $13.5 million (approximately 50 million AED) to
cover Emiratization expenses, by creating a dedicated Nation-
als’ Development Team (NDT), setting a goal to achieve 50%
Emiratization of non-retail staff over a five-year period, and
publicizing its plan through the local press. In 1999, Emiratis
represented 11% of the company’s workforce. After an initial 
assessment, EMI/PETROL set measurable Emiratization ob-
jectives and policies.

The NDT designed proactive recruitment strategies to 
generate well-qualified UAE applications, developed com-
petency profiles used to select local nationals and identify 
their individual development needs, and created individual 
training and development plans for each UAE employee.
Once a national trainee was proficient in the core compe-
tencies of the target position, the trainee would replace an 
expatriate employee. To facilitate cooperation with expa-
triates, replaced staff could choose redeployment within 
the group or an attractive redundancy package. Emiratiza-
tion became a key indicator in the company’s performance

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

The Emiratization of HRM Practices at a Petroleum Company
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A Question of Discrimination

One of the first problems Jennifer faced at her father’s Carter 
Cleaning Centers concerned the inadequacies of the firm’s 
current HR management practices and procedures.

One problem that particularly concerned her was the 
lack of attention to equal employment matters. Virtually all 
hiring was handled independently by each store manager, 
and the managers themselves had received no training re-
garding such fundamental matters as the types of questions 
that should not be asked of job applicants. It was therefore 
not unusual—in fact, it was routine—for female applicants
to be asked questions such as, “Who’s going to take care of 
your children while you are at work?” and for minority ap-
plicants to be asked questions about arrest records and credit
histories. Nonminority applicants—three store managers 
were white males and three were white females, by the way—
were not asked these questions, as Jennifer discerned from
her interviews with the managers. Based on discussions with
her father, Jennifer deduced that part of the reason for the 
laid-back attitude toward equal employment stemmed from 
(1) her father’s lack of sophistication regarding the legal re-
quirements and (2) the fact that, as Jack Carter put it, “Virtu-
ally all our workers are women or minority members anyway,
so no one can really come in here and accuse us of being dis-
criminatory, can they?”

Jennifer decided to mull that question over, but before she
could, she was faced with two serious equal rights problems. 

Two women in one of her stores privately confided to her
that their manager was making unwelcome sexual advances
toward them, and one claimed he had threatened to fire her 
unless she “socialized” with him after hours. And during 
a fact-finding trip to another store, an older man—he was 
73 years old—complained of the fact that although he had 
almost 50 years of experience in the business, he was being 
paid less than people half his age who were doing the very 
same job. Jennifer’s review of the stores resulted in the fol-
lowing questions.

Questions
2-21. Is it true, as Jack Carter claims, that “we can’t be

accused of being discriminatory because we hire
mostly women and minorities anyway”?

2-22. How should Jennifer and her company address the
sexual harassment charges and problems?

2-23. How should she and her company address the
possible problems of age discrimination?

2-24. Given the fact that each of its stores has only a 
handful of employees, is her company in fact
covered by equal rights legislation?

2-25. And finally, aside from the specific problems,
what other human resource management matters
(application forms, training, and so on) have to
be reviewed given the need to bring them into 
compliance with equal rights laws?

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company

EXPERIENTIAL EXERCISE
The Interplay of Ethics and Equal Employment
If one accepts the proposition that equal employment is at 
least partly an ethical matter, then we should expect that 
real employers recognize and emphasize that fact, for in-
stance, on their websites. Some do. For example, the Duke
Energy Company (which, when known as Duke Power 
many years ago, lost one of the first and most famous equal
employment cases) posts the following on its website:

Equal Employment Opportunity: Duke Energy’s 
Code of Business Ethics: Duke Energy seeks
and values diversity. The dignity of each person
is respected, and everyone’s contributions are
recognized. We expect Duke Energy employees to 

act with mutual respect and cooperation toward one 
another. We do not tolerate discrimination in the
workplace.

We comply with laws concerning discrimination and
equal opportunity that specifically prohibit discrimina-
tion on the basis of certain differences. We will recruit, 
select, train and compensate based on merit, experience 
and other work-related criteria.

Our Responsibilities: Duke Energy employees are
expected to treat others with respect on the job and 
comply with equal employment opportunity laws, 
including those related to discrimination and harassment.

C
H

A
P

T
E

R
 2



CHAPTER 2 • MANAGING EQUAL OPPORTUNITY AND DIVERSITY     85

Duke Energy employees must not:

• Use any differences protected by law as a factor
in hiring, firing, or promotion decisions.

• Use any differences protected by law when de-
termining terms or conditions of employment, 
such as work assignments, employee develop-
ment opportunities, vacation, or overtime.

• Retaliate against a person who makes a com-
plaint of discrimination in good faith, reports 
suspected unethical conduct, violations of laws, 
regulations, or company policies, or participates
in an investigation.

Source: www.duke-energy.com/corporate-governance/
code-of-business-ethics/equal-employment-opportunity
.asp, accessed May 28, 2010. © Duke Energy Corporation.
All Rights Reserved.

Purpose: Ethical decision making is an important 
HR-related personal competency. The purpose of this
exercise is to increase your understanding of how 
ethics and equal employment are interrelated.

Required Understanding: Be thoroughly familiar with 
the material presented in this chapter.

How to Set Up the Exercise/Instructions: 
2-26. Divide the class into groups of three to five

students.
2-27.  Each group should use the Internet to iden-

tify and access at least five companies that 
emphasize how ethics and equal employment 
are interrelated.

2-28.  Next, each group should develop answers to 
the following questions:
a. Based on your Internet research, how 

much importance do employers seem to 
place on emphasizing the ethical aspects
of equal employment?

b.  What seem to be the main themes these 
employers emphasize with respect to eth-
ics and equal employment?

c. Given what you’ve learned, explain how 
you would emphasize the ethical aspects 
of equal employment if you were creating
an equal employment training program 
for new supervisors.

ENDNOTES

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

C
H

A
P

T
E

R
 2

www.duke-energy.com/corporate-governance/code-of-business-ethics/equal-employment-opportunity.asp
www.duke-energy.com/corporate-governance/code-of-business-ethics/equal-employment-opportunity.asp
www.duke-energy.com/corporate-governance/code-of-business-ethics/equal-employment-opportunity.asp
www.pearsonglobaleditions.com/Dessler
www.pearsonglobaleditions.com/Dessler


86

OVERVIEW:  
In this chapter, we will cover . . .

■ THE STRATEGIC MANAGEMENT PROCESS

■ STRATEGIC HUMAN RESOURCE MANAGEMENT

■ HR METRICS AND BENCHMARKING

■ BUILDING HIGH-PERFORMANCE WORK SYSTEMS

■ EMPLOYEE ENGAGEMENT AND ORGANIZATIONAL 
PERFORMANCE

■ EMPLOYEE ENGAGEMENT GUIDE FOR MANAGERS: 
How Kia Motors (UK) Improved Performance with an HR 
Strategy Aimed at Boosting Employee Engagement

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

1. Explain with examples each of the steps in the strategic 
management process.

2. Define strategic human resource management and give an 
example of strategic human resource management in practice.

3. Explain with examples why metrics are important for 
managing human resources.

4. Answer the question “What are high-performance work 
systems?” and give examples of how they differ from 
non-high-performance ones.

5. Answer the question (with examples) “Why is employee 
engagement important?”

6. Describe how you would execute a program to improve 
employee engagement.

MyManagementLab®

 Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com for 

activities that are applied, personalized, 

and offer immediate feedback.

  Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 3 Warm Up.

 
Human Resource 
Strategy and Analysis3
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THE STRATEGIC MANAGEMENT PROCESS
Angelo, like any employer, needs human resource policies that make sense in terms of 
the company’s strategic plan—which he sums up as “to offer only the best, at reasonable 
prices.” As we’ll see in this chapter, a strategic plan is “the company’s overall plan for how 
it will match its internal strengths and weaknesses with its external opportunities and 
threats in order to maintain a competitive position”. Based on this plan, the human re-
source manager formulates human resource policies and practices that aim to produce the 
employee competencies and skills the company needs to achieve its strategic goals. The 
accompanying HR Practices around the Globe feature shows how one company did this.

strategic plan
The company’s plan for how it will 
match its internal strengths and 
weaknesses with its external 
opportunities and threats in order 
to maintain a competitive position.

Source: Juanmonino/E1/Getty Images.

INTRODUCTION

It was with great enthusiasm that Angelo 
opened his first Angelo’s Pizza Store, but 
the optimism didn’t last long. Customers 
flooded the store for several days after he 
opened, drawn, no doubt, by the adver-rr
tised claim that “We offer only the best, 
at reasonable prices.” But after two weeks 
his “meals served” had dropped to the 
point where he could barely pay the rent. 
Customers on sites like Yelp were dinging 
him with comments such as “My waiter 
acted like he was doing me a favor taking 
my order,” and “If you want to be aggra-
vated while you eat, this is the place for 
you.” Angelo suspected he had a “per-rr
sonnel” problem but wasn’t sure what to 
do. In brief, he felt that his employees just
didn’t care.

LEARNING OBJECTIVE 1
Explain with examples 
each of the steps in the 
strategic management 
process.

HR PRACTICES AROUND THE GLOBE

The Shanghai Portman’s New Human Resource Management Strategy

When the Ritz-Carlton Company took over managing the Portman Hotel in Shanghai, 
China, the hotel’s new management reviewed the Portman’s strengths and weaknesses,
and its fast-improving local competitors. They decided that to compete, they had to 
improve the hotel’s level of service. Achieving that in turn meant formulating new human
resource management policies, practices, and plans for hiring, training, and rewarding 
hotel employees. Their aim was to use these new HR practices to produce the employee 
skills and behaviors that the Portman would need to achieve its strategy of excelling in 
service. Their HR strategy involved taking these steps:

• Strategically, they set the goal of making the Shanghai Portman outstanding by 
offering superior customer service.

• To achieve this, Shanghai Portman employees would have to exhibit new skills ands
behaviors, for instance, in terms of how they treated and responded to guests.

• To produce these employee skills and behaviors, management formulated new human 
resource management plans, policies, and procedures. For example, they introduced the 
Ritz-Carlton Company’s human resource system to the Portman: “Our selection [now]
focuses on talent and personal values because these are things that can’t be taught . . . 
it’s about caring for and respecting others.”1
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As at the Shanghai Portman, managers can’t intelligently design their 
human resource policies and practices without understanding the role
these policies and practices are to play in achieving their companies’
strategic goals. This chapter looks at how managers design strategic and
human resource policies, practices, and plans, and how they evaluate the
results of those plans. Because strategic planning is part of planning, we’ll  
start with an overview of the basic management planning process.

The Basic Management Planning Process
The basic management planning process consists of five steps: setting 
goals, making basic planning forecasts, reviewing alternative courses of 
action, evaluating which options are best, and then choosing and g imple-
menting your plan. A g plan is a device that shows the course of action 
for getting from where you are to the goal. Planning is therefore always 
“goal-directed” (such as, “Double sales revenue to $16 million in fiscal 
year 2016”).

In companies, it is traditional to view the goals from the top of 
the firm down to front-line employees as a chain or hierarchy of goals. 
Figure 3.1 illustrates this. At the top, the president sets long-term or
“strategic” goals (such as “double sales revenue to $16 million in fiscal 
year 2016”). His or her vice presidents then set goals that flow from and 
make sense in terms of accomplishing the president’s goal. Then the 
vice presidents’ subordinates set their own goals, and so on down the 
chain of command.2

Policies and Procedures

Policies and procedures provide the day-to-day guidance employees need 
to do their jobs in a manner that is consistent with the company’s plans 
and goals. Policies set broad guidelines delineating how employees should 
proceed. For example, “It is the policy of this company to comply with all
laws, regulations, and principles of ethical conduct. Each employee must
observe this policy.” Procedures spell out what to do if a specific situation 
arises. For example,

Any employee who has reason to believe this policy has been violated must 
report this belief to the employee’s immediate supervisor. If that is not prac-
tical, the employee should file a written report with the Director of Human
Resources.3

Management’s efforts paid off. Their new human resource policies, practices, and
plans helped to produce the employee behaviors required to improve the Portman’s 
level of service, thus attracting new guests. Travel publications were soon calling it
the “best employer in Asia,” “overall best business hotel in Asia,” and “best business 
hotel in China.” Profits soared, in no small part due to effective strategic human re-
source management.

At the Shanghai Portman Hotel, 
management’s new human resource 
plans and practices produced the 
employee behaviors required to 
improve the Portman’s level of service, 
thus attracting new guests and 
improving the hotel’s profitability.
Source: FEATURECHINA/XIANG SHEREN/FEATURECHINA/Newscom.
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 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. Asian culture is different from that in the United States.
For example, team incentives tend to be more attractive to people in Asia than are indi-
vidual incentives. How do you think these cultural differences would have affected how
the hotel’s new management selected, trained, appraised, and compensated Portman
employees?
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Employers write their own policies and procedures, or adapt ones from exist-
ing sources (or both). For example, most employers have an employee manual list-
ing the company’s policies and procedures regarding various HR matters. A Google 
search would produce vendors (please go to  www.bizmanualz.com/, and then click 
Human Resources Policy Manual). These offer prepackaged HR policies manuals cov-
ering appraisal, compensation, equal employment compliance, and other policies and
procedures.

What Is Strategic Planning?
The company’s hierarchy of goals starts at the top, with management’s overall strategic 
plan for the company. As noted, a strategic plan is the company’s overall plan for how 
it will match its internal strengths and weaknesses with its external opportunities and 
threats in order to maintain a competitive position. The strategic planner asks, “Where 
are we now as a business, where do we want to be, and how should we get there?” He or 
she then formulates a strategic plan to take the company from where it is now to where
he or she wants it to be. For example, when Yahoo! tries to figure out whether to sell its
search business to concentrate on offering content, it is engaged in strategic planning.
Similarly, deciding whether Mom and Pop’s Supermarket will compete with Enormous
Markets head-to-head by building similar superstores or instead will stay as a few small 
local gourmet markets is a typical strategic-planning problem.

A strategy is a course of action. If Yahoo! decides it must raise money and focus y
more on applications like Yahoo! Finance, one strategy might be to sell Yahoo! Search. 
As another example, both PepsiCo and Coca Cola face the same basic problem—people
are drinking fewer sugared drinks. PepsiCo decided its strategy for dealing with that 
should be to diversify by selling more food items like chips. Coca Cola decided instead 
to concentrate on sweet beverages, and to boost Coke advertising in the hopes that doing 
so will boost Coke sales.

Finally, strategic management is the process of identifying and executing the
organization’s strategic plan, by matching the company’s capabilities with the demands 
of its environment.

The Strategic Management Process
Figure 3.2 summarizes the strategic management process. Its seven steps include 
(1) asking, “Where are we now”? (2) evaluating the firm’s internal and external 

FIGURE 3.1
Sample Hierarchy of Goals Diagram for a Company
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strategy
A course of action the company 
can pursue to achieve its 
strategic aims.

strategic management
The process of identifying and 
executing the organization’s
strategic plan, by matching the 
company’s capabilities with the 
demands of its environment.
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strengths, weaknesses, opportunities, and threats, (3) formulating a new business 
direction, (4) translating the mission into strategic goals, and (5) formulating strate-
gies or courses of action. Steps (6) and (7) entail implementing and then evaluating 
the strategic plan.

The strategic management process begins (step 1) by asking, “Where are we now 
as a business?” Here the manager defines the company’s current business and mission.
Specifically, “What products do we sell, where do we sell them, and how do our products 
or services differ from our competitors’?” For example, Coca Cola Company sells mostly 
sweetened beverages such as Coke and Sprite, while PepsiCo sells drinks but also foods 
such as Quaker Oats and Frito chips.

The next step is to ask, “Are we heading in the right direction given our strengths
and weaknesses and the challenges that we face?” To answer this, managers “audit” or
study both the firm’s environment and the firm’s internal strengths and weaknesses. The 
environmental scan worksheet in Figure 3.3 is a guide for compiling information about t
the company’s environment. As you can see, this includes the economic, competitive, 
and political trends that may affect the company. The SWOT chart in Figure 3.4 is thet
800-pound gorilla of strategic planning; everyone uses it. Managers use it to compile and 
organize the company strengths, weaknesses, opportunities, and threats. The manager’s 
aim is to create a strategic plan that makes sense in terms of the company’s strengths, 
weaknesses, opportunities, and threats.

Next, based on your analysis of what competitors are doing and on your strengths 
and weaknesses (in other words on the environmental scan and SWOT analysis), the 
question in step 3 will be, what should our new business be, in terms of what we sell,
where we will sell it, and how our products or services differ from competitors’ prod-
ucts and services? Some managers express the essence of their new business with a 
vision statement. A vision statement is a general statement of the firm’s intended 
direction; it shows, in broad terms, “what we want to become.”4 PepsiCo’s vision is
“Performance with Purpose.” CEO Indra Nooyi says her company’s executives choose 
which businesses to be in based on Performance with Purposes’ focus on human
sustainability, environmental sustainability, and talent sustainability.5 For example, 
that vision prompted PepsiCo to add the healthy Quaker Oats and Gatorade to their
lineup of products.

Whereas the vision statement describes in broad terms what the business should
be, the company’s mission statement summarizes what the company’s main tasks are 
today. Several years ago, Ford adopted what was for several years a powerful Ford mission 
statement—making “Quality Job One.”

In any case, the manager’s next step (step 4) is to translate the desired new direction 
into strategic goals. At Ford, for example, what exactly did making “Quality Job One” 
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FIGURE 3.2
The Strategic Management Process
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vision statement
A general statement of the firm’s
intended direction that shows, in 
broad terms, “what we want to 
become.”

mission statement
Summarizes what the company’s
main tasks are today.
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FIGURE 3.3
Worksheet for
Environmental Scanning

Economic Trends

(such as recession, inflation, employment, monetary policies)

Competitive and Market Trends

(such as market/customer trends, entry/exit of competitors, new products from

competitors)

Political Trends

(such as legislation and regulation/deregulation)

Technological Trends

(such as introduction of new production/distribution technologies, rate of product

obsolescence, trends in availability of supplies and raw materials)

Social Trends

(such as demographic trends, mobility, education, evolving values)yy

Geographic Trends

(such as opening/closing of new markets, factors affecting current plant/office

facilities location decisions)

FIGURE 3.4
SWOT Matrix, with
Generic Examples

Potential Strengths
• Market leadership

• Strong research and development

• High-quality products

• Cost advantages

• Patents

Potential Weaknesses
• Large invnn entories

• Excess capacity for market

• Management turnover

• Weak market imageWW

• Lack of management depth

Potential Opportunities
• New overseas markets

• Failing trade barriers

• Competitors failing

• Diversificationff

• Economy rebounding

Potential Threats
• Market saturation

• Threat of takeover

• Low-cost foreign competition

• Slower market growth

• Growing government regulation
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mean for each department in terms of how they would boost quality? The answer was 
laid out in goals such as “no more than 1 initial defect per 10,000 cars.”

Next, (step 5) the manager chooses strategies—courses of action—that will enable the com-
pany to achieve its strategic goals. For example, how should Ford pursue its goal of no more 
than 1 initial defect per 10,000 cars? Perhaps open two new high-tech plants, and put in place 
new, more rigorous, employee selection, training, and performance-appraisal procedures.

Step 6, strategy execution means translating the strategies into action. This means 
actually hiring (or firing) people, building (or closing) plants, and adding (or eliminat-
ing) products and product lines.

Finally, in step 7, the manager evaluates the results of his or her planning and execu-
tion. Things don’t always turn out as planned. All managers should periodically assess 
the wisdom and the progress of their strategic decisions.

Types of Strategies
In practice, managers often distinguish between corporatewide strategic plans, business
unit (or competitive) strategic plans, and functional (or departmental) strategic plans.l

The company’s top management (see Figure 3.5) uses corporate strategy to answer 
the question, How many and what kind of businesses should we be in? A company’s 
corporate-level strategy identifies the portfolio of businesses that, in total, comprise they
company and how these businesses relate to each other.

• For example, with a concentration (single-business) corporate strategy, the com-
pany offers one product or product line, usually in one market. WD-40 Company 
(which makes a spray hardware lubricant) is one example.

• A diversification corporate strategy means the firm will expand by adding new 
product lines. PepsiCo is diversified. For example, over the years, PepsiCo added 
Frito-Lay chips and Quaker Oats.

• A vertical integration strategy means the firm expands by, perhaps, producing its
own raw materials, or selling its products direct. Thus, Apple opened its own Apple
stores.

• With a consolidation strategy, the company reduces its size.

• With geographic expansion, the company grows by entering new territorial markets, 
for instance, by taking the business abroad.

FIGURE 3.5
Type of Strategy at Each Company Level
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corporate-level strategy
Type of strategy that identifies the 
portfolio of businesses that, in 
total, comprise the company and 
the ways in which these businesses 
relate to each other.
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competitive strategy
A strategy that identifies how to 
build and strengthen the business’s
long-term competitive position in 
the marketplace.

At a GE airfoils plant 
in Greenville, South 
Carolina, teams of highly 
trained empowered 
workers run computer-
controlled machines, 
interview prospective
team members, and
adjust assembly lines 
themselves. Their training 
makes them a source of 
competitive advantage 
for GE.
Source: Echo/Cultura/Getty Images.

Once we know what businesses we will be in, the strategic planning question becomes,
On what basis will each of our businesses compete? Within a company like PepsiCo, each 
of its businesses (such as Pepsi and Frito Lay) should have a business-level/competitive 
strategy (again, see Figure 3.5). A y competitive strategy identifies how to build andy
strengthen the business’s long-term competitive position in the marketplace.6 It answers
the question, for instance, How should Pizza Hut compete with Papa John’s? or How 
should Walmart compete with Target?

Managers build their competitive strategies around their businesses’ competitive ad-
vantages. Competitive advantage means any factors that allow a company to differenti-
ate its product or service from those of its competitors to increase market share. The 
competitive advantage needn’t be tangible, such as high-tech machines. For example, at
a GE air foils plant in Greenville, South Carolina, teams of highly trained empowered 
workers run computer-controlled machines, interview prospective team members, and
adjust assembly lines themselves.7 For GE, the workers’ knowledge, skills, and dedication 
(their “human capital”) produce the quality that makes GE an aerospace leader. Similarly,
here is how a former vice president of human resources at the Toyota Motor Manufactur-
ing facility in Georgetown, Kentucky, described the importance of human capital as a 
competitive advantage:

People are behind our success. Machines don’t have new ideas, solve prob-
lems, or grasp opportunities. Only people who are involved in thinking can 
make a difference . . . Every auto plant in the United States has basically the 
same machinery. But how people are utilized and involved varies widely from 
one company to another. The workforce gives any company its true competi-
tive edge.8

Managers use three standard competitive strategies to achieve competitive advantage:

• Cost leadership means becoming the low-cost leader in an industry. Walmart is a 
classic example.

• Differentiation is a second possible competitive strategy. In a differentiation strat-
egy, the firm seeks to be unique in its industry along dimensions that are widely 
valued by buyers.9 Thus, Volvo stresses the safety of its cars, Papa John’s stresses

competitive advantage
Any factors that allow an organiza-
tion to differentiate its product or 
service from those of its competi-
tors to increase market share.
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fresh ingredients, and GE stresses the reliability of its Greenville plant’s aircraft 
parts.

• Focusers carve out a market niche (like Ferrari). They offer a product or service that 
their customers cannot get from generalist competitors (such as Toyota).

Finally, functional strategies identify what each of the business’s departments must do in
order to help the business accomplish its competitive goals. As an example, the Shanghai
Portman Hotel wants to differentiate itself with exceptional service. Therefore, its human 
resource managers had to put in place policies and practices that will enable the hotel to 
select and train employees who are exceptionally customer oriented.

Managers’ Roles in Strategic Planning
Devising a strategic plan is top management’s responsibility. However, top executives 
rarely formulate strategic plans without the input of lower-level managers. Few people 
know as much about the firm’s competitive pressures, vendor capabilities, product and 
industry trends, and employee capabilities and concerns than do the company’s depart-
ment managers.

For example, the human resource manager is in a good position to supply “com-
petitive intelligence”—information on what competitors are doing. Details regarding 
competitors’ incentive plans, employee opinion surveys that elicit information about 
customer complaints and information about pending legislation such as labor laws are
examples. Human resource managers should also be the masters of information about 
their own firms’ employees’ strengths and weaknesses.10

In practice, devising the firm’s overall strategic plan involves frequent meetings and 
discussions among and between top and lower-level managers. The top managers then 
use the information from these interactions to hammer out their strategic plan.

Example: Improving Mergers and Acquisitions

Mergers and acquisitions are among the most important strategic decisions companies 
make. When mergers and acquisitions fail, it’s often not due to financial or technical 
issues but to personnel-related ones. These issues may include employee resistance, mass 
exits by high-quality employees, and declining morale and productivity.11

Mergers and acquisitions can therefore help illustrate how human resource manag-
ers make contributions to strategic planning. Critical HR manager merger or acquisi-
tion tasks include choosing the top management, communicating changes effectively 
to employees, merging the firms’ cultures, and retaining key talent.12 Human resource 
consulting companies, such as Towers Perrin, assist firms with merger-related human 
resource management services. For example, they identify potential pension shortfalls, 
identify key talent and then develop suitable retention strategies, help clients plan how 
to combine payroll systems, and help determine which employee is best for which role 
in the new organization.13

STRATEGIC HUMAN RESOURCE 
MANAGEMENT
Managers formulate corporate strategies, and then competitive strategies for each of their 
businesses. Then, we’ve seen that once a business decides how it will compete, it turns 
to formulating functional (departmental) strategies to support its competitive aims. One 
of those departments is human resource management, and its functional strategies are
human resource management strategies.

What Is Strategic Human Resource Management?
Every company needs its human resource management policies and activities to make
sense in terms of its broad strategic aims. For example, a high-end retailer such as 
Neiman-Marcus will have different employee selection, training, and pay policies than 
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LEARNING OBJECTIVE 2 

Define strategic human 
resource management 
and give an example of 
strategic human resource 
management in practice.
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functional strategy
A department’s functional strategy 
identifies what the department 
must do in terms of specific de-
partmental policies and practices 
to help the business accomplish its 
competitive goals.
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will Walmart. Strategic human resource management means formulating and execut-
ing human resource policies and practices that produce the employee competencies and 
behaviors the company needs to achieve its strategic aims.

The basic idea behind strategic human resource management is this: In formulat-
ing human resource management policies and activities, the aim should be to produce 
the employee skills and behaviors that the company needs to achieve its strategic 
goals.

Figure 3.6 graphically outlines this idea. First, management formulates strategic plans
and goals. In turn, executing these plans and achieving these goals depends on having 
the right mix of employee competencies and behaviors. And finally, to produce these re-
quired employee competencies and behaviors, the human resource manager must put in
place the right mix of recruitment, selection, training, and other HR strategies, policies, 
and practices.14

The Shanghai Portman Hotel, presented earlier, was one example of strategic human
resource management in action. FedEx is another. For example, one of Federal Express’s 
main strategic aims is to achieve superior levels of customer service and high profitabil-
ity through a highly committed workforce. Its HR strategy is therefore aimed at building 
an engaged and committed workforce, preferably in a nonunion (or mostly nonunion) 
environment. The specific components of FedEx’s human resource strategy follow from 
that basic aim: use various mechanisms to build healthy two-way communication; screen 
out potential managers whose values are not people oriented; provide highly competitive
salaries and pay-for-performance incentives; guarantee to the greatest extent possible 
fair treatment and employee security for all employees; and institute various promotion

strategic human resource 
management
Formulating and executing human 
resource policies and practices that 
produce the employee competen-
cies and behaviors the company 
needs to achieve its strategic aims.

FIGURE 3.6
The HR Strategy Model

Note: This figure opens
Parts 2–5 of this book and says 
this: The company’s HR policies 
and practices should produce
the employee competencies
and behaviors that the company 
needs to achieve its strategic
goals.
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from within activities aimed at giving employees every opportunity to fully utilize their 
skills and gifts at work.

The accompanying HR in Practice feature presents one more strategic human re-
source management example.

Strategic Human Resource Management Tools
Managers use several tools to translate the company’s broad strategic goals into human 
resource management policies and practices. Three important tools include the strategy 
map, the HR scorecard, and the digital dashboard.

Strategy Map

The strategy map summarizes how each department’s performance contributes to 
achieving the company’s overall strategic goals. It helps the manager and each employee 
visualize and understand the role his or her department plays in achieving the company’s 
strategic plan. Management gurus sometimes say that the map clarifies employees’ “line 
of sight,” by linking their efforts with the company’s ultimate goals.18

Figure 3.7 presents a strategy map example for Southwest Airlines. The top-level 
activity is achieving its strategic financial goals. Then the strategy map shows the chain 

strategy map
A strategic planning tool that 
shows the “big picture” of how 
each department’s performance 
contributes to achieving the com-
pany’s overall strategic goals.

When your strategy involves selling shoes and clothes online to people who can’t try 
them on, you need employees who are energized and enjoy what they’re doing—they
want employees to deliver “wow” through service (http://about.zappos.com/our-unique-
culture/zappos-core-values).15 That’s why Zappos’ founders knew they needed special 
methods for hiring, developing, and retaining employees, and that’s just what they created. 
As their website (http://about.zappos.com/meet-zappos-family/zapposcom-inc/human-
resources) says, “This ain’t your mama’s HR! Recruiting, benefits, and employee relations 
keep this cruise ship afloat with fun, inventive ways of getting employees motivated and 
educated about the Zappos Family of companies, their benefits, and the other fun stuff 
going on around here!”16

While they may not appeal to everyone, these “inventive, fun techniques” include 
interviewing job applicants in what looks like the set of a talk show, asking employees to 
submit their own designs for Steve Madden shoes, and (during their annual “Bald & Blue
Day”) having some employees volunteer to shave their heads or dye their hair blue.17 And,
by the way, if you’re not happy working at Zappos, the company will pay you to leave—it
wants no one there who doesn’t truly want to be there.

Again, that may not be for everyone, but it works for Zappos. It knows that selling 
online successfully calls for employees who are energized and who really enjoy what they’re
doing. Management uses these special HR practices to cultivate just that sort of energized
and fun environment, and judging from the firm’s success they seem to be working.

HR IN PRACTICE

The Zappos “WOW” Way

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. Why do you think Zappos’ top managers believe it is so 
important for employees to provide a “WOW” factor in their business?

 Watch It
How does a company actually go about developing a human resource strategy? 
If your professor has chosen to assign this, go to www.mymanagmentlab.com
to watch the video Strategic Management (Joie de Vivre Hospitality) and then 
answer the questions to show what you’d do if you ran this company.

www.mymanagementlab.com
www.mymanagementlab.com
http://about.zappos.com/our-uniqueculture/zappos-core-values
http://about.zappos.com/our-uniqueculture/zappos-core-values
http://about.zappos.com/meet-zappos-family/zapposcom-inc/humanresources
http://about.zappos.com/meet-zappos-family/zapposcom-inc/humanresources
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of activities that help Southwest Airlines achieve these goals. Southwest has a low-cost 
leader strategy. So, for example, to boost revenues and profitability Southwest must fly 
fewer planes (to keep costs down), maintain low prices, and maintain on-time flights.
In turn (further down the strategy map), on-time flights and low prices require fast turn-
around. This, in turn, requires motivated ground and flight crews. The strategy map 
thereby helps each department understand what it needs to do to support Southwest’s 
low-cost strategy.19 For example, what steps must Southwest’s human resource team take 
to boost the motivation and dedication of its ground crews?

The HR Scorecard

Many employers quantify and computerize the strategy map’s activities. The HR 
scorecard helps them to do so. The HR scorecard is not a scorecard. It refers to a pro-
cess for assigning financial and nonfinancial goals or metrics to the human resource 
management–related strategy map chain of activities required for achieving the com-
pany’s strategic aims.20 The idea is to take the strategy map and to quantify it. (“Metrics” 
for Southwest might include airplane turnaround time, percent of on-time flights, and
ground crew productivity.)

Managers use special scorecard software to facilitate this. The computerized score-
card process helps the manager quantify the relationships between (1) the HR activi-
ties (amount of testing, training, and so forth), (2) the resulting employee behaviors 

HR scorecard
A process for assigning financial 
and nonfinancial goals or 
metrics to the human resource 
management–related chain of 
activities required for achieving the 
company’s strategic aims and for 
monitoring results.

FIGURE 3.7
Strategy Map for
Southwest Airlines
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(customer service, for instance), and (3) the resulting firmwide strategic outcomes and 
performance (such as customer satisfaction and profitability).21

Improving Performance through HRIS
Digital Dashboards

The saying “a picture is worth a thousand words” explains the purpose of the digital
dashboard. A digital dashboard presents the manager with desktop graphs and charts, 
showing a computerized picture of how the company is doing on all the metrics from
the HR Scorecard process. For example, a top Southwest Airlines manager’s dash-
board might display real-time trends for various strategy map activities, such as fast 
turnarounds and on-time flights. This enables the manager to take corrective action. 
For example, if ground crews are turning planes around slower today, financial results 
tomorrow may decline unless the manager takes action.

A digital dashboard 
presents the manager 
with desktop graphs 
and charts, showing a 
computerized picture of 
how the company is doing 
on all the metrics from the
HR scorecard process.
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FIGURE 3.8
Three Important Strategic HR Tools
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digital dashboard
Presents the manager with desk-
top graphs and charts, and so a 
computerized picture of where the 
company stands on all those met-
rics from the HR Scorecard process.

Figure 3.8 summarizes the three strategic planning tools.
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HR METRICS AND BENCHMARKING
We’ve seen that strategic human resource management means formulating human re-
source policies and practices that produce the employee competencies and behaviors 
that the company needs to achieve its strategic goals. Being able to measure what you 
are doing is an essential part of this process. For example, it would have been futile for 
the Shanghai Portman’s management to set “better customer service” as a goal, if they 
couldn’t measure customer service.22 Other Shanghai Portman measures might in-
clude, for instance, “hours of training per employee,” “productivity per employee,” and 
(via customer surveys) “customer satisfaction.”

Types of Metrics
Human resource managers use many such measures or metrics. For example, there is
(on average) one human resource employee per 100 company employees for firms with
100–249 employees. The HR employee-to-employee ratio drops to about 0.79 for firms
with 1,000–2,499 employees and to 0.72 for firms with more than 7,500 employees.23

Figure 3.9 illustrates other human resource management metrics, such as employee 
tenure, cost per hire, and annual overall turnover rate.24

LEARNING OBJECTIVE 3
Explain with examples 
why metrics are important 
for managing human 
resources.

FIGURE 3.9
Metrics for the SHRM® 2011–2012 Customized Human Capital Benchmarking Report

Source: Reprinted with permission from the Society for Human Resource Management. All rights reserved.
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Benchmarking
Measuring how one is doing (for instance, in terms of employee turnover or productiv-
ity) is rarely enough for deciding what to change. Instead, one must know “How are 
we doing?” in relation to something. For example, are our accident rates rising or fall-
ing? Similarly, you may also want to benchmark your results—compare high-performing
companies to your own, to understand what makes them better.25

The Society for Human Resource Management’s (SHRM’s) benchmarking service 
enables employers to compare their own HR metrics with those of other companies. 
The employer can request comparable (benchmark) figures not just by industry, but by 
employer size, company revenue, and geographic region (see http://shrm.org/research/
benchmarks/).

Figure 3.10 illustrates one of SHRM’s many sets of comparable benchmark 
measures. It shows how much employers are spending for tuition reimbursement 
programs.

Strategy and Strategy-Based Metrics
Benchmarking provides only one perspective on how your company’s human resource
management system is performing.26 It shows how your human resource management
system’s performance compares to the competition. However it may not show the extent t
to which your firm’s HR practices are supporting its strategic goals. For example, if the 
strategy calls for doubling profits by improving customer service, to what extent are your 
new training practices helping to improve customer service?

Managers use strategy-based metrics to answer such questions. Strategy-based 
metrics focus on measuring the activities that contribute to achieving a company’s 
strategic aims.27 Thus, for the Shanghai Portman, the strategic HR metrics might in-
clude 100% employee testing, 80% guest returns, 40% incentive pay as a percent of total 
salaries, and sales up 50%. Then, if new HR practices such as increased training and bet-
ter incentives have their intended effects, then other strategic metrics like guest returns 
and guest compliments should also rise.

Workforce/Talent Analytics and Data Mining
Workforce analytics, used by many employers, means utilizing special software applica-
tions to analyze human resources data and metrics and to draw conclusions from it.28

For example, a talent analytics team at Google analyzed data on employee backgrounds, 
capabilities, and performance. The team was able to identify the factors (such as an em-
ployee feeling underutilized) likely to lead to the employee leaving. In a similar project, 
Google analyzed data on things like employee survey feedback and performance appraisal
to identify the attributes of successful Google managers. Microsoft identified correlations
among the schools and companies that the employees arrived from and the employees’ 
subsequent performance. This enabled Microsoft to improve its recruitment and selec-
tion practices.29 Software company SAS’s employee retention program sifts through em-
ployee data on traits like skills, tenure, performance, education, and friendships. Their 

FIGURE 3.10
SHRM Customized Human 
Capital Benchmarking 
Report

Source: “HR Expense Date,” 
from SHRM Customized Human
Capital Benchmarking Report. 
Reprinted with permission from 
the Society for Human Resource 
Management. All rights reserved.
www.shrm.org/Research/
benchmarks/Documents/
sample_human_capital_
report.pdf.
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strategy-based metrics
Metrics that specifically focus on 
measuring the activities that con-
tribute to achieving a company’s
strategic aims.
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program can predict which high-value employees are more likely to quit in the near 
future.30 Alliant Techsystems created a “flight risk model” to calculate the probability 
an employee would leave. This enabled it to predict high turnover and to take correc-
tive action.31 IBM uses workforce analytics to identify employees who are “idea leaders”
to whom other employees frequently turn for advice (for instance based on e-mail
“mentions” by colleagues).

Data Mining

Such efforts often employ data mining techniques. Data mining sifts through huge
amounts of employee data to identify correlations that employers then use to improve 
their employee selection and other practices. Data mining is “the set of activities used to 
find new, hidden, or unexpected patterns in data.”32 Data mining systems use tools like 
statistical analysis to sift through data looking for relationships. Department stores often 
use data mining. For example, Macy’s data mining reveals which customers come in to 
redeem “20% off ” coupons, and what they buy.

Managers use data mining–based talent analytics to discover patterns and to make 
predictions. The accompanying HR as a Profit Center presents examples.

The HR as a Profit Center  
feature on this page 
explains that Best Buy 
used talent analytics to 
determine that a
0.1% increase in 
employee engagement 
led to a more than 
$100,000 rise in a Best Buy 
store annual operating 
income.
Source: Philip Scalia/Alamy.

HR AS A PROFIT CENTER

Using Workforce/Talent Analytics

Talent analytics can produce striking profitability results. For example, Best Buy used talent
analytics to determine that a 0.1% increase in employee engagement led to a more than
$100,000 rise in a Best Buy store annual operating income.33 Employers are using talent 
analytics to answer several types of questions:34

Human capital facts. For example, “What are the key indicators of my 
organization’s overall health?” JetBlue found that a key measure of employee 
engagement correlated with financial performance.

Analytical HR. For example, “Which units, departments, or individuals need 
attention?” Lockheed Martin collects performance data in order to identify units 
needing improvement.
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Using HR Audits
Human resource managers often collect data on matters such as employee turnover and 
safety via human resource audits. One practitioner calls an HR audit “an analysis by 
which an organization measures where it currently stands and determines what it has 
to accomplish to improve its HR function.”35 The HR audit generally involves reviewing 
the company’s human resource function (recruiting, testing, training, and so on), usually 
using a checklist, as well as ensuring that the firm is adhering to regulations, laws, and
company policies.

In conducting the HR audit, managers often benchmark their results to comparable
companies. Typical things audited include the following:36

1. Roles and head count (including job descriptions, and employees categorized by 
exempt/nonexempt and full- or part-time)

2. Compliance with federal, state, local employment–related legislation
3. Recruitment and selection (including use of selection tools, background checks,

and so on)
4. Compensation (policies, incentives, survey procedures, and so on)
5. Employee relations (union agreements, disciplinary procedures, employee

recognition)
6. Mandated benefits (Social Security, unemployment insurance, workers’ 

compensation, and so on)
7. Group benefits (insurance, time off, flexible benefits, and so on)
8. Payroll (such as legal compliance)
9. Documentation and record keeping (For example, do our files contain in-

formation including résumés and applications, offer letters, job descriptions, 
performance evaluations, benefit enrollment forms, payroll change notices,
and documentation related to personnel actions such as employee handbook 
acknowledgments?37)

10. Training and development (new employee orientation, workforce development, 
technical and safety, career planning, and so on)

11. Employee communications (employee handbook, newsletter, recognition 
programs)

12. Termination and transition policies and practices

Human capital investment analysis. For example, “Which actions have 
the greatest impact on my business?” By monitoring employee satisfaction levels, 
Cisco was able to improve its employee retention rate from 65% to 85%, 
saving the company nearly $50 million in recruitment, selection, and training 
costs.

Workforce forecasts. Dow Chemical uses a computerized model. This predicts 
future required head count for each business unit based on predictions for things like 
sales trends.

Talent value model. For example, “Why do employees choose to stay with—
or leave—my company?” For example, Google was able to anticipate when an 
employee felt underutilized and was preparing to quit, thus reducing turnover 
costs.

Talent supply chain. For example, retail companies use special analytical models 
to predict daily store volume and release hourly employees early.

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com
to discuss the following questions. Could Best Buy or some of these other com-
panies have made the same discoveries without using sophisticated computerized 
tools? How?
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HR audit
An analysis by which an organiza-
tion measures where it currently 
stands and determines what it has 
to accomplish to improve its HR 
function.

www.mymanagementlab.com
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Evidence-Based HR and the Scientific Way of Doing Things
In this chapter, we’ve seen that decision making based on an objective review of the 
situation is important. Managers have a name for this: Evidence-based human resource 
management means using data, facts, analytics, scientific rigor, critical evaluation, andt
critically evaluated research/case studies to support human resource management pro-
posals, decisions, practices, and conclusions.38

You may sense that being evidence-based is similar to being scientific, and if so, 
you are correct. A recent Harvard Business Review article even argues that manag-
ers must become more scientific and to “think like scientists” when making business 
decisions.39

But how can managers think like scientists? First, in gathering evidence, scientists 
(or managers) need to be objective, or there’s no way to trust their conclusions. For ex-
ample, a medical school disciplined several of its professors. These doctors had failed 
to reveal that they were on the payroll of the drug company that supplied the drugs, the 
results of which the doctors were studying. Who could trust their objectivity—or their
conclusions?

Being scientific also requires experimentation. An experiment is a test the manager 
sets up in such a way as to ensure that he or she understands the reasons for the re-
sults obtained. For example, in their Harvard Business Review article, “A Step-by-Step 
Guide to Smart Business Experiments,” the authors argue that, if you want to judge a
new incentive plan’s impact on corporate profits, don’t start by implementing the plan
with all employees. Instead, implement it with an “experimental” group (which gets 
the incentive plan), and with a “control” group (a group that does d not get the incentivet
plan). Doing so will help you gauge if any performance improvement stemmed from 
the incentive or from some other cause (such as a new companywide training pro-
gram).40 And, it will enable you to predict how changing the incentive plan will affect t
performance. Objectivity, experimentation, and prediction are at the heart of what it 
means to be scientific.

For managers, the point of being “scientific” is to make better decisions by forcing 
you to gather the facts. The problem is that what’s “intuitively obvious” can be mislead-
ing. “Is this sales incentive plan really boosting sales?” “We’ve spent $40,000 in the past 
five years on our tuition-refund plan; what (if anything) did we get out of it?” What’s the 
evidence? The HR Tools feature presents examples.

For managers in 
companies such as Sears 
and Home Depot, the 
point of being “scientific” 
is to make better
decisions by forcing the 
managers to gather the 
facts. For example, “Is our
employee sales incentive 
plan really boosting 
appliance sales?”
Source: Don Mason/Corbis.
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BUILDING HIGH-PERFORMANCE  
WORK SYSTEMS
Being able to measure, benchmark, and scientifically analyze human resource manage-
ment practices makes it possible for the manager to identify and and then to put in place 
high-performance work practices.

What are “high-performance work practices”? One study looked at 17 manufacturing 
plants, some of which adopted high-performance work system practices. The high-performance 
plants paid more (median wages of $16 per hour compared with $13 per hour for all plants), e
trained more, used more sophisticated recruitment and t hiring practices (tests and validated s
interviews, for instance), and used more self-managing work teams.42 Those with the high-
performance HR practices also performed significantly better than did those without such
practices. A high-performance work system (HPWS) is a set of human resource manage-
ment policies and practices that together produce superior employee performance.43

High-Performance Human Resource Policies and Practices
Studies show that high-performance work systems’ policies and practices do differ 
from less productive ones. For example (see Table 3.1), in terms of HR practices, high-
performing companies recruit more job candidates, use more selection tests, and spend 
many more hours training employees. Table 3.1 actually illustrates three things.

First, it shows examples of human resource metrics, such as hours of training per
employee, or qualified applicants per position. (In Table 3.1, the metric for “Number of 
qualified applicants per position” is 37 in the high-performing companies.) Managers 
use such metrics to assess their companies’ performance and to compare one company’s 
performance with another’s.44

Second, it illustrates what employers must do to have high-performance systems. 
For example, high-performing companies have more than four times the number of 
qualified applicants per job than do low performers. They also hire based on validated 
selection tests, and extensively train employees.

Third, Table 3.1 shows that high-performance work practices usually aspire to encourage 
employee involvement and self-management. In other words, an aim of the high-performance 
recruiting, screening, training, and other human resources practices is to nurture an involved, 
informed, empowered, engaged, and self-motivated workforce.45 Employees who are highly 
involved in managing their work processes tend to be more engaged employees as well.46

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

An insurance firm was considering cutting costs by buying out senior underwriters, most of 
whom were earning very high salaries. But after analyzing the data, HR noticed that these
underwriters also brought in a disproportionate share of the company’s revenue. In fact,
reviewing data on things such as employee salaries and productivity showed that it would 
be much more profitable to eliminate some low-pay call-center employees, replacing them 
with even less-expensive employees.

As another example, the chemical company BASF Corp. analyzed data on the relation-
ship among stress, health, and productivity in its 15,000 U.S. headquarters staff. Based on 
that analysis, the company instituted health programs that it calculated would more than
pay for themselves in increased productivity by reducing stress.41

 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com
to discuss the following questions. If it is apparently so easy to do what BASF did to
size up the potential benefits of health programs, why do you think more employers 
do not do so? How would you use this approach if you were managing a 10-person
retail shop?

LEARNING OBJECTIVE 4
Answer the question 
“What are high-
performance work 
systems?” and give 
examples of how they 
differ from non-high-
performance ones.

high-performance  
work system
A set of human resource man-
agement policies and practices 
that promote organizational 
effectiveness.

human resource metric
The quantitative gauge of a 
human resource management 
activity such as employee turnover, 
hours of training per employee, or 
qualified applicants per position.

www.mymanagementlab.com
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EMPLOYEE ENGAGEMENT  
AND ORGANIZATIONAL PERFORMANCE
Employee engagement refers to being psychologically involved in, connected to, andt
committed to getting one’s jobs done. Engaged employees “experience a high level of 
connectivity with their work tasks,” and therefore work hard to accomplish their task-
related goals.47 Engaged employees do their jobs as if they own the company.

Why Is Employee Engagement Important?
Employee engagement is important because it drives performance and productivity. For ex-
ample, based on a Gallup survey, business units with the highest levels of employee engage-
ment have an 83% chance of performing above the company median; those with the lowest
employee engagement have only a 17% chance.48 Gallup distinguishes between engaged,
disengaged, and actively disengaged employees (the latter are actively counterproductive at e
work). Gallup found that organizations that had about nine engaged employees for every d
one actively disengaged employee had about one and one-half times the earnings per shared
of their competitors.49 According to one review of the evidence, employee engagement is 
correlated with employees’ customer service productivity, and improvements in employee 
engagement were associated with significant increases in sales, product quality, productiv-
ity, safety incidents at work, retention and absenteeism, and revenue growth.50 One con-
sulting firm estimates that a 5% increase in employee engagement correlates to a 0.7%

TABLE 3.1 Examples Selected from Several Studies of How Recruitment, Selection, Training, Appraisal, 
Pay, and Other Practices Differ in High-Performance and Low-Performance Companies

Lower-Performance Companies’ 
HR Practice Averages (e.g., 
company performance in terms 
of sales/employee, innovation, 
and employee retention)*

Higher-Performance Companies’ 
HR Practice Averages (e.g., 
company performance in terms 
of sales/employee, innovation, 
and employee retention)*

Recruitment: Average number of qualified applicants 
per position

8 37

Selection: Average percentage of employees hired 
based on a validated selection test

4% 30%

Training: Average number of hours of training forg
new employees

35 Hours 117 Hours

Appraisal: Average percentage of employees receiving 
a regular performance appraisal

41% 95%

Pay Practices: Average percentage of the workforce 
eligible for incentive pay

28% 84%

Use of Teams: Average percentage of the workforce
routinely working in all teams, semiautonomous,
cross functional, or project teams

11% 42%

Self-Directed Teams: Percent of companies with
semiautonomous or autonomous work teams

9% 70%

Operational Information Sharing: Employees
receive relevant operating performance information

62% 82%

Financial Information Sharing: Employees receive 
relevant financial performance information

43% 66%

*Findings rounded.

Source: Based on “Comparison of HR Practices in High-Performance and Low-Performance Companies,” by B. E. Becker, et al., from
The HR Scorecard: Linking People, Strategy and Performance (Boston: Harvard Business School Press, 2001); Barry Macy, Gerard Farias, 
Jean-Francois Rosa, and Curt Moore, “Built to Change: High-Performance Work Systems and Self-Directed Work Teams—A longitu-
dinal Field Study,” Research in Organizational Change and Development, 16, pp. 339–418, 2007; James Gathrie, Wenchuan Liu, Patrick 
Flood, and Sarah MacCurtain, “High Performance Work Systems, Workforce Productivity, and Innovation: A Comparison of MNCs 
and Indigenous Firms,” The Learning, Innovation and Knowledge (LINK) Research Centre Working Paper Series, WP 04-08, 2008.

LEARNING OBJECTIVE 5
Answer the question 
(with examples) “Why is 
employee engagement 
important?”
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FIGURE 3.11
Employer Actions That 
Make Employees Feel 
More Engaged

Source: “Working Today:
Understanding What Drives 
Employee Engagement,”
from The 2003 Towers Perrin 
Talent Report. Copyright ©
Towers Perrin. Reprinted with 
permission of Tower Watson.

increase in operating margins.51 Companies with highly engaged employees are also less
likely to be unionized.52 In one survey, highly engaged employees lost only about 7.5 days
of productivity per year, compared to about 14 days for disengaged employees.53 A survey 
by consultants Watson Wyatt Worldwide concluded that companies with highly engaged 
employees have 26% higher revenue per employee.54 A Harvard Business Review article w
notes that for optimal customer service (for instance in retail establishments), “Employees 
should be engaged by providing them with reasons and methods to satisfy customers and 
then rewarded for appropriate behavior.”55 That’s why employers, such as Starwood Hotels, 
measure not just engagement but engagement’s consequences, such as customer satisfac-
tion, financial results, absenteeism, safety, sales, turnover, and profitability.56

The Employee Engagement Problem
The problem is that, depending on the study, only about 21–30% of employees nation-
ally are engaged.57 Gallup distinguishes among engaged employees “who work with
passion and feel a profound connection to their company,” not-engaged employees who
are essentially “checked out,” and actively disengaged employees who “act out their un-
happiness” by undermining what their engaged coworkers are accomplishing.58 Gallup
recently found that about 30% of employees were engaged, 50% were not engaged, and 
20% were actively disengaged.

What Can Managers Do to Improve Employee Engagement?
Managers improve employee engagement by taking concrete steps to do so. We’ll look 
more closely at what exactly these steps are in a moment, but one important activity is
providing supportive supervision (for instance Gallup found that managers who focus on
their employees’ strengths can “practically eliminate active disengagement,” while “bosses
from hell” will kill employee engagement).59 Surveys like those by consultants Towers Per-
rin (see Figure 3.11) indicate that other practical managerial actions that can foster em-
ployee engagement include making sure employees (1) understand how their departments d
contribute to the company’s success, (2) see how their own efforts contribute to achieve -
ing the company’s goals, and (3) get a sense of accomplishment from working at the firm.t 60

Employees who are highly involved—as when working in self-managing teams—also tend 
to be engaged employees.61 Employers should also hold managers responsible for employee
engagement. For example, WD-40 Company periodically surveys employee engagement, 
and managers then meet with their employees to discuss how to improve the results.62
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We’ll use special Employee Engagement Guide for Managers sections in this and the 
following chapters to show how managers use human resource activities such as recruit-
ing and selection to improve employee engagement.

How to Measure Employee Engagement
Gallup (www.gallup.com), Towers Watson (go to www.towerswatson.com/en-US, then
click Solutions, and then Surveys) and other vendors offer comprehensive employee 
engagement survey services. Beyond that, monitoring employee engagement needn’t 
be complicated. With about 180,000 employees worldwide, the consulting firm Accen-
ture uses a three-part “shorthand” method it calls “say, stay, and strive.” First, Accenture 
assesses how positively the employee speaks about the company and recommends it to
others. Second, it looks at who stays with the company, and why. Third, it looks at “strive.”
For instance, “do employees take an active role in the overall success of the organization
by moving beyond just doing tasks to going above and beyond?”63

EMPLOYEE ENGAGEMENT  
GUIDE FOR MANAGERS
How Kia Motors (UK) Improved Performance with  
an HR Strategy Aimed at Boosting Employee Engagement
Kia Motors today is a successful automobile manufacturer employing tens of thousands 
of employees around the world, and one famous for its 10-year warranty and for the qual-
ity and value of its products. However, Kia was not always so successful. In July 1997, Kia 
was under bankruptcy protection and having difficulty servicing its $10.6 billion of debt.64

In 1998, Hyundai Motorcar Company of Korea purchased 51% of Kia. That triggered a mul-
tiyear program aimed at improving Kia’s operating performance. Today, Hyundai owns about
one-third of Kia Motors, although Kia is still a close-knit part of Hyundai Motor Group.

The Challenges
After several years of improving operating conditions under Hyundai Motor Group, Kia
(as well as most auto manufacturers around the world) ran into strong headwinds as 
credit tightened and consumers cut spending around 2006. Looking at the situation in
2006–2007, Kia’s chairman, writing in the company’s annual report said,

In today’s automobile industry, competition is so severe that even the bold at heart,
if well-informed, would be hesitant to confidently predict future victors in the car 
market. Japanese automobile companies are unrelenting in their measures against us,
while latecomers, such as China, are speeding up to catch up with us as far as they 
can. Stagnation and the world economic growth, coupled with exchange-rate risks and
other major threats, present unfavorable economic conditions for any global player.65

In the face of these challenges, the chairman went on to lay out what Kia’s strategy for 
dealing with this intense global competition would be. As he said:

We intend to base future growth on raising our competencies as a global maker in
all areas including production, sales, marketing, branding, as well as before and 
after servicing. We will also concentrate on our global quality management we have 
driven so far. We will first strengthen our basic competitiveness in terms of produc-
tion costs and final products. Second, we will exclude all the unnecessary elements 
from the management through advanced systems to groundwork the base of stable
profit making. Third, we will efficiently invest in new future businesses with our
specialized R&D and global production bases.66

Also in 2006–2007, Kia Motor’s UK subsidiary (Kia UK), which employed about 
2,500 people, faced particularly dire circumstances; these included rapidly falling sales, 
increased financial losses, and low levels of employee engagement. Employee turnover 
was 31%. The direct cost to the company from the 31% turnover alone was estimated at 
about 600,000 British pounds (about $1 million) in 2006 (due to higher than necessary 
recruitment, legal, and employee dismissal costs).67

LEARNING OBJECTIVE 6
Describe how you would 
execute a program 
to improve employee 
engagement.

www.gallup.com
www.towerswatson.com/en-US
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The New Human Resource Management Strategy
Gary Tomlinson, Kia UK’s newly appointed head of HR, believed that Kia UK’s low em-
ployee engagement was probably both a cause and an effect of the unit’s poor performance. 
In fact, a survey of Kia UK employees had identified numerous personnel issues including
possibly poor morale and communications. He knew Kia UK needed a new HR strategy to 
address this. He also knew that this strategy should support the parent company’s strategy 
of basing “future growth on raising our competencies as a global maker in all areas includ-
ing production, sales, marketing, branding, as well as before and after servicing.”

Tomlinson (with the support of Kia UK’s top management) wisely decided to de-
velop, as he put it, “an employee engagement strategy to improve employee morale and 
address the high levels of employee turnover.”68 In brief, the idea was that, by (1) putting
in place new HR policies and practices aimed at improving employee engagement, he 
could (2) change Kia UK employees’ behavior (improve performance and reduce turn-
over, for instance) and thereby (3) support the parent company’s stated strategy of “rais-
ing our competencies as a global maker in all areas.” The accompanying Management 
Skills feature shows what he actually did to boost employee engagement.

Building Your Management Skills:
How to Execute an Employee Engagement Strategy

Actually executing Kia UK’s employee engagement HR strategy involved six steps 
(and these provide a roadmap for any such endeavor). First, Kia UK set measurable 
objectives for the program. These objectives included improving by at least 10% survey 
feedback scores for line managers’ behaviors, in terms of communication, the qual-
ity of appraisal feedback they gave their direct reports, the recognition of work done, 
and the respect between manager and employee.69 Other objectives included reducing em-
ployee turnover employment costs (e.g., recruitment costs) by at least 10% per year.

Second, Kia UK held an extensive leadership development program. For example,t
they sent all managers for training to improve their management skills. They then 
tested the new skills with “360-degree” assessment tools (these basically meant having 
managers’ bosses, peers, and subordinates rate the managers’ new leadership skills).

Third, Kia UK instituted new employee recognition programs. These included,
for instance, giving “Outstanding Awards” to selected employees quarterly, and “Kia
thank you” cards for jobs well done.70

Fourth, Kia UK improved internal communications. For example, they insti-
tuted quarterly employee briefings, more extensive use of performance appraisals, 
and launched a new corporate intranet called Kia Vision (this provided key business
information and other useful communiqués to all employees). Based on employee 
feedback, Kia UK also decided, as part of the enhanced communications, to institute 
an employee forum. This consisted of one representative from each department; the 
forum in effect empowered and involved employees by enabling them to express 
opinions, suggestions, and concerns about their jobs.

Fifth, they instituted a new employee development program. This involved using 
the company’s appraisal process to identify employees’ training needs. Kia then cre-
ated training plans for each employee. They based these plans on Kia’s needs and on 
the employee’s stated career aspirations.

Sixth, Kia UK made a number of changes to its compensation and other policies. 
For instance, they eliminated bonuses and substituted fixed-rate percentage-based
salary increases. They also rewrote the entire employee handbook and all HR policies 
and procedures “to ensure they were aligned with [Kia UK’s new] cultural values.”71

The Results
The results of the new employee engagement program were impressive. Employee 
surveys of employee engagement and of line managers’ communications and 
other behaviors improved markedly; employee turnover fell from 31% in 2006 to
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Review

SUMMARY

1. Strategic planning is important to all managers. All 
managers’ personnel and other decisions should be
consistent with the goals that cascade down from 
the firm’s overall strategic plan. Those goals form a 
hierarchy, starting with the president’s overall strate-
gic goals (such as double sales revenue to $16 million) 
and filtering down to what each individual manager
needs to do in order to support that overall company 
goal. The management planning process includes set-
ting an objective, making forecasts, determining what 
your alternatives are, evaluating your alternatives, and
implementing and evaluating your plan.

2. Each function or department in the business needs 
its own functional strategy, and strategic human 
resource management means formulating and ex-
ecuting human resource policies and practices that
produce the employee competencies and behaviors
the company needs to achieve its strategic aims. 
Human resource strategies are the specific human 
resource management policies and practices manag-
ers use to support their strategic aims. Important and 
popular strategic human resource management tools 
include the strategy map, the HR scorecard, and 
digital dashboards.

3. The manager will want to gather and analyze data 
prior to making decisions. A high-performance
work system is a set of human resource management
policies and practices that promote organizational 

effectiveness. Human resource metrics (quantita-
tive measures of some human resource management
activities such as employee turnover) are critical in
creating high-performance human resource policies 
and practices.

4. A high-performance work system is a set of human
resource management policies and practices that
together produce superior employee performance.

5. Employee engagement is important because it drives 
performance and productivity. For example, based 
on a Gallup survey, business units with the highest
levels of employee engagement have an 83% chance
of performing above the company median; those 
with the lowest employee engagement have only a 
17% chance.

6. Actually executing Kia UK’s employee engagement
HR strategy involved six steps. These were: set mea-
surable objectives for the program; provide leader-
ship development, for example, send all managers for
training to improve their management skills; institute 
new employee recognition programs, for instance, 
giving “Outstanding Awards” to selected employ-
ees quarterly; institute a new employee development 
program, for instance, using the company’s appraisal
process to identify employees’ training needs and to
create training plans for each employee; and change
the compensation and other policies to ensure they are
aligned with the new cultural values.

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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15% in 2007, to 5% in 2008, and to below 2% by the end of 2009; and recruitment
and turnover costs fell by more than 400,000 British pounds within two years, a 
71% reduction.72

Earlier we said that strategic human resource management means putting in placet
the HR policies and practices that will produce the employee competencies and behav-
iors that the company needs to achieve its strategic goals. Kia UK’s employee engage-
ment program illustrates how one company actually did this. (Do you think Angelo,
from the chapter opener, could apply any of this to improve his service? What should 
he do?)
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 Try It
How would you apply the concepts and skills you learned in this chapter? If your 
professor has chosen to assign this, go to www.mymanagementlab.com and 
complete the strategic management simulation.

DISCUSSION QUESTIONS

3-1. What is strategic planning? Explain the steps 
involved in a strategic management process.

3-2. Define and give at least two examples of the 
cost leadership competitive strategy and the 
differentiation competitive strategy.

3-3. What are the three main features of the policies 
and practices of a high-performance work 
system?

3-4. Define employee engagement. Explain 
why employee engagement is important to 
organizations.

3-5. Describe Kia UK’s six-step employee engagement 
HR strategy.

3-6. List with examples the main generic types of 
corporate strategies and competitive strategies.

3-7. Define strategic human resource management. 
How are strategic plans associated with the 
strategic HR management process?

INDIVIDUAL AND GROUP ACTIVITIES

3-8. With three or four other students, form a 
strategic management group for your college
or university. Your assignment is to develop
the outline of a strategic plan for the college or
university. This should include such things as 
mission and vision statements; strategic goals; 
and corporate, competitive, and functional 
strategies. In preparing your plan, make sure
to show the main strengths, weaknesses, 
opportunities, and threats the college faces, and 
which prompted you to develop your particular 
strategic plans.

3-9. Using the Internet or library resources, analyze 
the annual reports of five companies. Bring 
to class examples of how those companies say 
they are using their HR processes to help them
achieve their strategic goals.

3-10. Interview an HR manager and write a short 
report entitled “The Strategic Roles of the HR 
Manager at XYZ Company.”

3-11. Using the Internet or library resources, bring to 
class and discuss at least two examples of how 
companies are using an HR scorecard to help
create HR systems that support the company’s 
strategic aims. Do all managers seem to mean the 
same thing when they refer to HR scorecards?
How do they differ?

3-12. Possibly in teams of several students, choose a
company for which you will develop an outline
of a strategic HR plan. What seem to be this 
company’s main strategic aims? What is the 
firm’s competitive strategy? What would the 
strategic map for this company look like? How 
would you summarize your recommended
strategic HR policies for this company?

3-13. The PHR and SPHR Knowledge Base appendix 
at the end of this book (pages 515–523) lists 
the knowledge someone studying for the HRCI 
certification exam needs to have in each area 
of human resource management (such as in

KEY TERMS

strategic plan 87
strategy 89
strategic management 89
vision statement 90
mission statement 90
corporate-level strategy 92
competitive strategy 93
competitive advantage 93
functional strategies 94

strategic human resource management 95
strategy map 96
HR scorecard 97
digital dashboard 98
strategy-based metrics 100
HR audit 102
high-performance work system 104
human resource metric 104
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MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

3-14. What is the difference between a strategy, a vision, and a mission? Give one

example of each.

3-15. Explain how human resource management can be instrumental in helping a 

company create a competitive advantage.

support this, Siemens provides extensive training and de-
velopment. It also ensures that all employees feel they’re 
part of a strong, unifying corporate identity. For example, 
HR uses cross-border, cross-cultural experiences as pre-
requisites for career advances.

3. A climate of mutual respect is the basis of all 
relationships—within the company and with
society. Siemens contends that the wealth of nationali-
ties, cultures, languages, and outlooks represented by its 
employees is one of its most valuable assets. It therefore 
engages in numerous HR activities aimed at building 
openness, transparency, and fairness, and supporting 
diversity.

Questions
3-16. Based on the information in this case, provide

examples for Siemens of at least four strategically 
required organizational outcomes (for example,
customer service), and four required workforce
competencies and behaviors.

3-17. Identify at least four strategically relevant HR 
policies and activities that Siemens has instituted
in order to help human resource management
contribute to achieving Siemens’s strategic goals.

3-18. Provide a brief illustrative outline of a strategy map 
for Siemens.

Siemens is a 150-year-old German company, but it’s not the com-
pany it was even a few years ago. Until recently, Siemens focused 
on producing electrical products. Today, the firm has diversified
into software, engineering, and services. It is also global, with 
more than 400,000 employees working in 190 countries. In other 
words, Siemens became a world leader by pursuing a corporate 
strategy that emphasized diversifying into high-tech products 
and services, and doing so on a global basis.

With a corporate strategy like that, human resource man-
agement plays a big role at Siemens. Sophisticated engineer-
ing and services require more focus on employee selection,
training, and compensation than in the average firm, and
globalization requires delivering these HR services globally. 
Siemens sums up the basic themes of its HR strategy in sev-
eral points. These include:

1. A living company is a learning company. The high-
tech nature of Siemens’s business means that employees 
must be able to learn on a continuing basis. Siemens 
uses its system of combined classroom and hands-on 
apprenticeship training around the world to help facili-
tate this. It also offers employees extensive continuing
education and management development.

2. Global teamwork is the key to developing and using all
the potential of the firm’s human resources. Because
it is so important for employees throughout Siemens to 
feel free to work together and interact, employees have to 
understand the whole process, not just bits and pieces. To

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Siemens Builds a Strategy-Oriented HR System

strategic management, workforce planning, and 
human resource development). In groups of four 
to five students, do four things: (1) review that 
appendix now; (2) identify the material in this 
chapter that relates to the required knowledge 
the appendix lists; (3) write four multiple-choice

exam questions on this material that you believe 
would be suitable for inclusion in the HRCI
exam; and (4) if time permits, have someone 
from your team post your team’s questions in
front of the class, so the students in other teams 
can take each other’s exam questions.
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ENDNOTES

EXPERIENTIAL EXERCISE
Developing an HR Strategy for Starbucks
Several years ago, Starbucks was facing serious chal-
lenges. Sales per store were stagnant or declining, and its
growth rate and profitability were down. Many believed 
that its introduction of breakfast foods had diverted 
its “baristas” from their traditional jobs as coffee-
preparation experts. McDonald’s and Dunkin’ Donuts
were introducing lower-priced but still high-grade cof-ff
fees. Starbucks’s former CEO stepped back into the com-
pany’s top job. You need to help him formulate a new 
direction for his company.

Purpose: The purpose of this exercise is to give you 
experience in developing an HR strategy; in this case,
by developing one for Starbucks.

Required Understanding: You should be thoroughly 
familiar with the material in this chapter.

How to Set Up the Exercise/Instructions: Set up 
groups of three or four students for this exercise. 
You are probably already quite familiar with what 
it’s like to have a cup of coffee or tea in a Starbucks 
coffee shop, but if not, spend some time in one prior
to this exercise. Meet in groups and develop an
outline for an HR strategy for Starbucks Corp. Your
outline should include four basic elements: a basic 
business/competitive strategy for Starbucks; workforce 
requirements (in terms of employee competencies
and behaviors) this strategy requires; specific HR 
policies and the activities necessary to produce these
workforce requirements; and suggestions for metrics 
to measure the success of the HR strategy.

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

The High-Performance Work System

As a recent graduate and as a person who keeps up with 
the business press, Jennifer is familiar with the benefits of 
programs such as total quality management and high-
performance work systems.

Jack has actually installed a total quality program of 
sorts at Carter, and it has been in place for about five years.
This program takes the form of employee meetings. Jack 
holds employee meetings periodically, but particularly when 
there is a serious problem in a store—such as poor-quality 
work or machine breakdowns. When problems like these 
arise, he meets with all the employees in that store. Hourly 
employees get extra pay for these meetings. The meetings 
have been useful in helping Jack to identify and rectify sev-
eral problems. For example, in one store, all the fine white 
blouses were coming out looking dingy. It turned out that 
the cleaner/spotter had been ignoring the company rule that 
required cleaning (“boiling down”) the perchloroethylene
cleaning fluid before washing items like these. As a result, 

these fine white blouses were being washed in cleaning fluid 
that had residue from other, earlier washes.

Jennifer now wonders whether these employee meetings
should be expanded to give the employees a bigger role in 
managing the Carter stores’ quality. “We can’t be everywhere 
watching everything all the time,” she said. “Yes, but these 
people earn only about $8 to $15 per hour. Will they really 
want to act like mini-managers?” Jack replied.

Questions
3-19. Would you recommend that the Carters expand

their quality program? If so, specifically what form
should it take?

3-20. Assume the Carters want to institute a high-
performance work system as a test program in one
of their stores. Write a one-page outline summariz-
ing important HR practices you think they should
focus on.

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company
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PART

2
STAFFING: 
WORKFORCE PLANNING
AND EMPLOYMENT

The concepts and techniques we’ll study here in Part 2 play
a central role in strategic human resource management. 
As the accompanying HR Strategy Model shows, Strategic
Human Resource Management means formulating and 
executing human resource policies and practices that 
produce the employee competencies and behaviors the
company needs to achieve its strategic aims. We will see
here in Part 2 that producing those required employee 
competencies and behaviors starts with putting in place
practices for analyzing what each job entails (job analysis),
and then recruiting high-potential applicants and selecting
the best. Then, in Part 3, we will turn to training and
developing these employees.

Company’s

Strategic Goals

Employee Competencies

and Behaviors Required

for Company to Achieve

These Strategic Goals
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WHERE WE ARE NOW

Part 1, Introduction explained what human 
resource management is, the basic equal 
employment laws that govern personnel 
practices, and the meaning and methods of 
Strategic Human Resource Management. 
Now we turn to actually managing human 
resources. Doing so usually starts with defin-
ing each worker’s job, and then recruiting 
and selecting new employees. In Part 2 
Staffing: Workforce Planning and 
Employment, we will therefore cover

● Chapter 4, Job Analysis and Talent 
Management;

● Chapter 5, Personnel Planning and 
Recruiting; and

● Chapter 6, Selecting Employees.
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OVERVIEW:  
In this chapter, we will cover . . .

■ THE TALENT MANAGEMENT PROCESS

■ THE BASICS OF JOB ANALYSIS

■ METHODS FOR COLLECTING JOB ANALYSIS 
INFORMATION

■ WRITING JOB DESCRIPTIONS

■ WRITING JOB SPECIFICATIONS

■ EMPLOYEE ENGAGEMENT GUIDE FOR MANAGERS

■ USING COMPETENCIES MODELS

Job Analysis and 
Talent Management4

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

1. Define talent management and explain why it is important.
2. Discuss the process of job analysis, including why it is 

important.
3. Explain how to use at least three methods of collecting job 

analysis information, including interviews, questionnaires, 
and observation.

4. Explain how you would write a job description.
5. Explain how to write a job specification.
6. List some human traits and behaviors you would want an 

employee to bring to a job if employee engagement is 
important to doing the job well.

7. Explain how to write competency-based models.

MyManagementLab®

 Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com for 

activities that are applied, personalized, 

and offer immediate feedback.

Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 4 Warm Up.
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INTRODUCTION

Meg was pleased when her boss promoted her to accounting supervisor for 
Andean Research LLC, a 90-person company that solves pollution control prob-
lems. Four people reported to Meg in her new position: an accountant/internal 
auditor; two accounting clerks for accounts payable and for accounts receivable; 
and one payroll clerk. About one month into her new job, Meg discovered that 
the past month’s payroll reports were wrong. Apparently, the clerk who was sup-
posed to compare the actual payroll data to the IRS reports wasn’t doing his job. 
How could the payroll clerk not know he had to do this? “You’d better get your 
people organized,” said the president. We’ll see what she did.

THE TALENT MANAGEMENT PROCESS
For many people, Chapters 4–11 represent the heart of the book, specifically 
recruitment, selection, training, appraisal, career planning, and compensation. 
Managers traditionally view these activities as a series of steps:

LEARNING OBJECTIVE 1 

Define talent management 
and explain why it is 
important.
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talent management
The holistic, integrated and results 
and goal-oriented process of 
planning, recruiting, selecting, 
developing, managing, and 
compensating employees.

1. Decide what positions to fill, through job analysis, personnel planning, and 
forecasting.

2. Build a pool of job applicants, by recruiting internal or external candidates.
3. Obtain application forms and perhaps have initial screening interviews.
4. Use selection tools like tests, interviews, background checks, and physical exams

to identify viable candidates.
5. Decide to whom to make an offer.
6. Orient, train, and develop employees so they have the competencies to do 

their jobs.
7. Appraise employees to assess how they’re doing.
8. Compensate employees to maintain their motivation.

This stepwise view makes sense. For example, the employer needs job candidates before 
selecting whom to hire.

The problem with the stepwise view is twofold. First, the process usually isn’t really 
stepwise. For example, managers do not just train employees (step 6 above) and then
appraise how they’re doing (step 7). Instead (to use our example), the appraisal may 
well also loop back to shape the employee’s subsequent training. So, first, rather than 
view these eight HR activities as stepwise, it is best to view them holistically—because
the steps interactively affect each other and work together. The second problem is that 
focusing just on each step may cause the manager to miss, as it were, the forest for the 
trees. It’s not just each step but the results you obtain by applying them together that’s 
important. So, second, it’s important to remember that each and every step should be 
focused on achieving, in unison, some specific result (such as, say, improving customer 
service).

Recognizing all this, the trend today is to view these eight activities not stepwise but 
as part of a coordinated talent management effort.t 1 We will define talent management as 
the holistic, integrated and results and goal-oriented process of planning, recruiting, select-
ing, developing, managing, and compensating employees.2 What does this mean in prac-
tice? As an example, the manager who takes a talent management approach tends to take
actions such as the following:

1. He or she treats activities such as recruiting and training as interrelated. For
example, the manager knows that having employees with the right skills depends 
as much on recruiting and training as on applicant testing.

2. He or she starts with the results and asks, “What recruiting, testing, training, or pay 
action should I take to produce the employee competencies we need to achieve our 
company’s goals?”

Source: kurhan/Shutterstock.
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3. Because talent management is holistic and integrated, he or she may use the same 
“profile” of required human skills, knowledge, and behaviors (“competencies”) for 
formulating a job’s recruitment plans as for making selection, training, appraisal,
and compensation decisions for it. (For example, suppose “Design complex soft-
ware applications” is one required software engineer skill. The manager may then 
ask interview questions to assess the candidate on this skill; train the new employee
to improve this skill; and then appraise and compensate the person based on his or 
her skill proficiency).

4. Because talent management is holistic, integrated, and goal oriented, the manager 
may segment employees, to more clearly focus on each segment’s needs. For exam-
ple, Accenture recommends identifying the firm’s “mission critical” employees, and 
then managing their selection, development and rewards separately from the firm’s 
other employees.

5. He or she takes steps to actively coordinate/integrate talent management functions 
such as recruiting and training. For example, HR managers meet to make sure they 
are using the same skills profile to recruit as to select, train, and appraise for a 
particular job, or use special talent management software to do so.

Improving Performance through HRIS
Talent Management Software

Many employers use talent management software systems to coordinate their talent-
related activities. For example, Talent Management Solutions’ (www.talentmanagement101
.com) Talent Management Suite includes recruiting, employee performance manage-
ment, a learning management system, and compensation management support. It “en-
sures that all levels of the organization are aligned—all working for the same goals.”3

SilkRoad Technology’s Talent Management Solution includes applicant tracking,
onboarding, performance management, and compensation support. It helps you 
“. . . recruit, manage, and retain your best employees.”4

THE BASICS OF JOB ANALYSIS
Talent management starts with understanding what jobs need to be filled, and the 
human traits and competencies employees need to do those jobs effectively.

What Is Job Analysis?
Organizations consist of positions that have to be staffed. The organization chart (see
Figure 4.1) shows the title of each supervisor’s position and, by means of connecting 
lines, who is accountable to whom, who has authority for each area, and who is expected y
to communicate with whom. Job analysis is the procedure through which you determine
the duties of the company’s positions and the characteristics of the people to hire for 
them.5 Job analysis produces information for writing job descriptions (a list of what the
job entails) and job (or “person”) specifications (what kind of people to hire for the job). 
Virtually every personnel-related action—interviewing applicants, and training and ap-
praising employees, for instance—requires knowing what the job entails and what hu-
man traits one needs to do the job well.6

The supervisor or human resources specialist normally collects one or more of the 
following types of information via the job analysis:

• Work activities. Information about the job’s actual work activities, such as clean-
ing, selling, teaching, or painting. This list may also include how, why, and when 
the worker performs each activity.

• Human behaviors. Information about human behaviors the job requires, like 
sensing, communicating, lifting weights, or walking long distances.

• Machines, tools, equipment, and work aids. For instance tools used, materials
processed, and knowledge applied (such as finance or law).

organization chart
A chart that shows the organization-
wide distribution of work, with 
titles of each position and intercon-
necting lines that show who reports 
to and communicates with whom.

job analysis
The procedure for determining the 
duties and skill requirements of a 
job and the kind of person who 
should be hired for it.

job descriptions
A list of a job’s duties, responsibili-
ties, reporting relationships, work-
ing conditions, and supervisory 
responsibilities—one product of a 
job analysis.

job specifications
A list of a job’s “human require-
ments,” that is, the requisite 
education, skills, personality, and so 
on—another product of a job analysis.

LEARNING OBJECTIVE 2 

Discuss the process of job 
analysis, including why it is 
important.

www.talentmanagement101.com
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• Performance standards. Information about the job’s performance standards
(in terms of quantity or quality levels for each job duty, for instance).

• Job context. Information about such matters as physical working conditions, work 
schedule, incentives, and, for instance, the number of people with whom the 
employee would normally interact.

• Human requirements. Information such as knowledge or skills (education, train-
ing, work experience) and required personal attributes (aptitudes, personality,
interests).

Uses of Job Analysis Information
As summarized in Figure 4.2, the information produced by the job analysis is the 
basis for several interrelated HR activities that managers engage in almost every day.
Specifically:

Recruitment and Selection: The job analysis produces information about what 
duties the job entails and what human characteristics are required to perform
these activities and thus helps managers decide what sort of people to recruit
and hire.

EEO Compliance: For example, to comply with the Americans with Disabilities Act, 
employers should know each job’s essential job functions—which in turn requires a
job analysis.

Training: The job description lists the job’s specific duties and requisite skills—thus 
pinpointing what training the job requires.

Performance Appraisal: A performance appraisal compares each employee’s actual 
performance with his or her duties and performance standards. Managers use job
analysis to learn what these duties and standards are.

Compensation: Compensation levels usually depend on the job’s required skill and 
education level, safety hazards, degree of responsibility, and so on—all factors you
assess through job analysis.

FIGURE 4.1
Organization Chart
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Steps in Job Analysis
The typical job analysis involves six main steps:

Step 1: Identify the use to which the information will be put, since this will deter-
mine how you collect the information. Some data collection techniques—
like interviewing the employee—are good for writing job descriptions. 
Other techniques, like the position analysis questionnaire we describe later,
provide numerical ratings you can use to compare jobs for compensation 
purposes.

Step 2: Review relevant background information about the job, such as organiza-
tion charts and process charts.7 For example, the organization chart showst
where the job fits in the organization. A process chart provides a detailed 
picture of the job’s work flow. In the process chart in Figure 4.3, the qual-
ity control clerk should review components coming from suppliers, check 
components going to the plant managers, and give information regarding 
the components’ quality to these managers. Finally, an existing job descrip-
tion may provide a starting point for revising the job description.

WORKFLOW ANALYSIS Reviewing the organization chart, process chart, and job des-
cription helps the manager understand what a job’s duties and demands are now. 
However, it does not answer questions like “Does how this job relates to other jobs make t
sense?” or “Should this job even exist?” or “Should we redesign how this job is done?” To
answer such questions, the manager may conduct a workflow analysis. Workflow analysis

FIGURE 4.3
Process Chart for
Analyzing a Job’s 
Workflow

Source: Compensation 
Management: Rewarding 
Performance, 6th Edition, by 
Richard J. Henderson. Copyright 
© 1994 by Pearson Education,
Inc. Reprinted and electronically 
reproduced by permission of 
Pearson Education, Inc., Upper 
Saddle River, New Jersey.
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process chart
A workflow chart that shows the 
flow of inputs to and outputs from 
a particular job.

workflow analysis
A detailed study of the flow of 
work from job to job in a work 
process.

FIGURE 4.2
Uses of Job Analysis Information
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is a detailed study of the flow of work from job to job in one identifiable work process.
In turn this analysis may lead to changing or “reengineering” the job. The accompanying 
Profit Center feature illustrates workflow analysis.

HR AS A PROFIT CENTER

Boosting Productivity through Work Redesign

The Atlantic American insurance company conducted a workflow analysis to identify inef-
ficiencies in how it processes insurance claims. As the firm’s HR director said, “We followed 
the life of a claim to where it arrived in the mail and where it eventually ended up” in order 
to find ways to improve the process.8

The workflow analysis prompted several performance-boosting redesigns of the insur-
ance claim jobs. The firm reduced from four to one the number of people opening mail, 
replacing three people with a machine that does it automatically. A new date stamping 
machine lets staff stamp 20 pages at a time rather than 1. A new software program adds 
bar codes to each claim automatically, rather than manually. The new system lowered costs.

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following questions. Based on your experience, what would the workflow 
look like for the process a dry-cleaning store uses to accept and chronicle a new order of
clothes from a customer? How might this process be improved?

To aid in conducting a workflow analysis, the manager may use a flow process chart; this 
lists each step of the process. The manager may convert this step-by-step flow process 
chart into a diagrammatic process chart. This shows, with arrows and circles, each step 
in the process.

BUSINESS PROCESS REENGINEERING The workflow analysis at American Atlantic led to a 
reengineering of its claims processing operation. Business process reengineering means g
redesigning business processes, usually by combining steps so that small multifunction
teams using information technology do the jobs formerly done by a sequence of 
departments. The basic reengineering process is to

1. identify a business process to be redesigned (such as processing an insurance 
claim);

2. measure the performance of the existing processes;
3. identify opportunities to improve these processes;
4. redesign and implement a new way of doing the work;
5. assign ownership of sets of formerly separate tasks to an individual or a team who 

use computers to support the new arrangement.

As at Atlantic American, reengineering usually requires redesigning individual jobs.g
For example, Atlantic’s “date stamping” workers must now learn the new date-stamping
machine. In turn, job redesign may lead to job enlargement, rotation, or enrichment.

Job enlargement means assigning workers additional same-level activities. Thus,
the worker who previously only bolted the seat to the legs might attach the back too.
Job rotation means systematically moving workers from one job to another.

Psychologist Frederick Herzberg argued that the best way to motivate workers is
through job enrichment. Job enrichment means redesigning jobs in a way that increases
the opportunities for the worker to experience feelings of responsibility, achievement, 
growth, and recognition—and therefore more motivation. At Atlantic American, man-
agers enriched jobs by, for instance, putting a team in charge of processing an entire
claim.9 This assumedly empowers the workers—for instance, by giving them the skills 
and authority to inspect the work, instead of having supervisors do that. Herzberg said 
empowered employees would do their jobs well because they wanted to, and quality and 

business process 
reengineering
Redesigning business processes, 
usually by combining steps, so that 
small multifunction process teams 
using information technology do 
the jobs formerly done by a 
sequence of departments.

job enlargement
Assigning workers additional 
same-level activities.

job rotation
Systematically moving workers 
from one job to another.

job enrichment
Redesigning jobs in a way that 
increases the opportunities for 
the worker to experience feelings 
of responsibility, achievement, 
growth, and recognition.

www.mymanagementlab.com
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productivity would rise. That philosophy, in one form or another, is the theoretical basis
for the team-based self-managing jobs in many companies around the world today.

Step 3: The next step in job analysis is to select representative positions to focus 
on. For example, to analyze an assembler’s job, it is probably unnecessary 
to analyze the jobs of all the firm’s 200 assembly workers; instead a sample 
of 10 jobs will do.

Step 4: Analyze the job. The manager then turns to actually analyzing the job,
using one or more of the methods we describe in the next section.

Step 5: After compiling the information on the job, verify the information with 
the worker and with his or her immediate supervisor. The aims here are 
to confirm that the information (for instance on the job’s duties) is factu-
ally correct and complete, and to help gain the worker’s and supervisor’s
acceptance.

Step 6: Develop a job description and job specification. The job description lists
the duties, activities, and responsibilities of the job, as well as its important 
features, such as working conditions. The job specification summarizes the
personal qualities, traits, skills, and background required for getting the
job done.

METHODS FOR COLLECTING  
JOB ANALYSIS INFORMATION
There are various methods (interviews or questionnaires, for instance) for actually col-
lecting job information, and you should use those that best fit your purpose. For ex-
ample, an interview might be best for creating a list of job duties, while the “position 
analysis questionnaire” is better for quantifying each job’s worth for pay purposes.

In larger firms, the job analysis should be a joint effort by the human resource man-
ager, worker, and worker’s supervisor. The human resource manager might observe the
worker doing the job, and have both the supervisor and worker fill out job question-
naires. Then he or she lists the job’s duties and required human traits. The supervisor and 
worker then verify the HR manager’s list of job duties.

Actually collecting the job analysis information is straightforward: greet each worker; 
briefly explain the job analysis process and the participants’ roles in this process; spend 
about 15 minutes interviewing the employee to get agreement on a basic summary of the 
job; identify the job’s broad areas of responsibility, such as “calling on potential clients”; 
and then identify specific duties/tasks within each area using one of the following standard
job analysis methods.10 Make sure the worker understands the questions and the process.

The Interview
Managers may conduct individual interviews with each employee,l group interviews
with groups of employees who have the same job, and/or supervisor interviews with one r
or more supervisors who know the job. Use group interviews when a large number of 
employees are performing similar or identical work, since this can be a quick and inex-
pensive way to gather information. As a rule, the workers’ immediate supervisor attends 
the group session; if not, you can interview him or her separately.

The worker should understand the reason for the interview. There’s a tendency for
workers to view such interviews as “efficiency evaluations” and to hesitate to describe
their jobs accurately.

Typical Questions

Typical interview questions include the following:

What is the job being performed?

What exactly are the major duties of your position?

What physical locations do you work in?

LEARNING OBJECTIVE 3 
Explain how to use at 
least three methods of 
collecting job analysis 
information, including 
interviews, questionnaires, 
and observation.
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Building Your Management Skills: Interviewing Guidelines

There are several things to keep in mind when conducting a job analysis interview. 
First, the job analyst and supervisor should work together. Identify workers who 
know the most about the job, and who might be expected to be the most objective in
describing their duties and responsibilities.

Second, establish rapport quickly with the interviewee; know the person’s name; 
speak in easily understood language; briefly review the purpose of the interview;
and explain how the person was chosen for the interview. Distortion of information 
can be a problem.12 Job analysis often precedes changing a job’s pay rate. Employees
therefore may exaggerate some responsibilities.

Third, if possible, follow a structured guide or checklist, one that lists questions 
and provides space for answers. This ensures that you’ll identify crucial questions

What are the education, experience, skill, and (where applicable) certification and 
licensing requirements?

In what activities do you participate?

What are the job’s responsibilities and duties?

What are the basic accountabilities or performance standards that typify your work?

What are your responsibilities?

What are the environmental and working conditions involved?

What are the job’s physical demands? The emotional and mental demands?

Are you exposed to any hazards or unusual working conditions?

Structured Interviews

Many managers use questionnaires to structure and guide the interview, as in Figure 4.4. 
These include questions regarding matters like the general purpose of the job; supervi-
sory responsibilities; job duties; and education, experience, and skills required.

Such structured lists are not just for interviews. Job analysts who collect information
by personally observing the work or by using questionnaires—two methods explained
later—can also use structured lists.11

Job analysts may conduct 
individual interviews withl
each employee, group
interviews with groups 
of employees, and/or 
supervisor interviewsr
with one or more 
supervisors who know 
the job.
Source: E1/Getty Images.

(continued)
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ahead of time, and that all interviewers cover the same ground. However, also ask, 
“Was there anything we didn’t cover with our questions?”

Fourth, when duties are not performed in a regular manner—for instance, when
the worker doesn’t perform the same job repeatedly—you should ask the worker 
to list his or her duties in order of importance and frequency of occurrence. This 
will ensure that crucial activities that occur infrequently—like a nurse’s occasional 
emergency-room duties—aren’t overlooked.

Finally, review and verify the data with the worker and his or her supervisor.

Questionnaires
Having employees fill out questionnaires to describe their job duties and responsibilities 
is another good way to obtain job analysis information.

Some questionnaires are structured checklists. Here each employee gets an inven-
tory of perhaps hundreds of specific tasks (such as “change and splice wire”). He or she
must indicate if he or she performs each task and, if so, how much time is spent on each. 
At the other extreme, the questionnaire may simply ask, “Describe the major duties of 
your job.”

In practice, the best questionnaires fall in between. As in Figure 4.4, a typical job 
analysis questionnaire might include several open-ended questions (such as “What is 
the job’s overall purpose?”) as well as structured questions (concerning, for instance, 
education required).

A questionnaire is a quick and efficient way to obtain information from a large num-
ber of employees; it’s less costly than interviewing hundreds of workers, for instance. 
However, developing the questionnaire and testing it (perhaps by making sure the work-
ers understand the questions) can be time consuming. And, as with interviews, employ-
ees may distort their answers.

Observation
Direct observation is especially useful when jobs consist mainly of observable physical 
activities—assembly-line worker and accounting clerk are examples. However, observa-
tion is usually not appropriate when the job entails a lot of mental activity (lawyer, design 
engineer). Nor is it useful if the employee only occasionally engages in important activi-
ties, such as a nurse who handles emergencies. Reactivity—the worker’s changing what 
he or she normally does because you are watching—is another problem.

Managers often use direct observation and interviewing together. One approach is 
to observe the worker on the job during a complete work cycle. (The cycle is the time it
takes to complete the job; it could be a minute for an assembly-line worker or an hour,
a day, or longer for complex jobs.) Here you take notes of all the job activities. Then, 
ask the person to clarify open points and to explain any unobserved activities he or she 
performs.

Participant Diary/Logs
Another method is to ask workers to keep a diary/log; here, for every activity engaged in,
the employee records the activity (along with the time) in a log.

Some firms give employees pocket dictating machines and pagers. Then randomly 
during the day they page the workers, who dictate what they are doing at that time.

Quantitative Job Analysis Techniques:  
The Position Analysis Questionnaire (PAQ)
Qualitative methods like interviews and questionnaires are not always suitable. For
example, if your aim is to compare jobs for pay purposes, a mere listing of duties may not 
suffice. You may need to say that, in effect, “Job A is twice as challenging as Job B, and so
is worth twice the pay.” For this, quantitative job ratings are useful.

diary/log
Daily listings made by workers of 
every activity in which they engage 
along with the time each activity 
takes.
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FIGURE 4.4
Job Analysis 
Questionnaire 
for Developing 
Job Descriptions

Sources: Adapted from: www
.tsu.edu/PDFFiles/Human%20
Resources/HR%20Forms/
JAQ%20FORM_rev%20
100809%20a.pdf; www
.delawarepersonnel.com/class/
forms/jaq/jaq.shtml; www
.uh.edu/human-resources/
forms/JAQ.doc; www.tnstate
.edu/hr/documents/.../Job%20
Analysis%20Questionnaire
.doc. All accessed July 24, 2013. 
*Copyright Gary Dessler PhD

JOB ANALYSIS QUESTIONNAIRE*LL

PURPOSE AND INSTRUCTIONS

Because no one knows the job as well as the person doing it, we are asking you to com-

plete this form. The purpose is to obtain current information on your job based on a re-

view of job f duties and responsibilities. We are not asking you about your job perforff mance; 

only what your job requires you to do.

EMPLOYEE DATAAA  (PLEASE PRINT):

Your Name: Today’aa s da’ te

Employee ID:

Location/Department: 

Your Job Title: Job Code: 

How long have you been in your current position: ___________

Work Telephone Number: 

Supervisor’s Name: Supervisor’s Title: 

SUMMARY OF DUTIES/RESPONSIBILITIES RR

Give a brief description of the main functiof n/purpose of yof ur job. This statement should

be a brief summary of the f responsibilities listed in the next section.

Listing of Job Duties

What do you do on your job? Please list your job’s specific ’ duties/responsibilities in the

space below. In doing so: 

Please list the most important duties/responsibilities first. Write a separate staa atement 

for each duty/responsibility.

At the end of each stf atement please indicate aa the approximate percent of yof ur workday aa

(25%, 7%, etc.) you spend on that duty.

Please place an asterisk (*) next to the duties that you consider to be absolutely 

essential to this job.

(Add additional duties as necessary)

Are there duties you are now performing that are not now in your job description? 
If so please list them on back of this page.

(Continued)

www.tsu.edu/PDFFiles/Human%20Resources/HR%20Forms/JAQ%20FORM_rev%20100809%20a.pdf
www.tsu.edu/PDFFiles/Human%20Resources/HR%20Forms/JAQ%20FORM_rev%20100809%20a.pdf
www.tsu.edu/PDFFiles/Human%20Resources/HR%20Forms/JAQ%20FORM_rev%20100809%20a.pdf
www.tsu.edu/PDFFiles/Human%20Resources/HR%20Forms/JAQ%20FORM_rev%20100809%20a.pdf
www.tsu.edu/PDFFiles/Human%20Resources/HR%20Forms/JAQ%20FORM_rev%20100809%20a.pdf
www.delawarepersonnel.com/class/forms/jaq/jaq.shtml
www.delawarepersonnel.com/class/forms/jaq/jaq.shtml
www.delawarepersonnel.com/class/forms/jaq/jaq.shtml
www.uh.edu/human-resources/forms/JAQ.doc
www.uh.edu/human-resources/forms/JAQ.doc
www.uh.edu/human-resources/forms/JAQ.doc
www.tnstate.edu/hr/documents/.../Job%20Analysis%20Questionnaire.doc
www.tnstate.edu/hr/documents/.../Job%20Analysis%20Questionnaire.doc
www.tnstate.edu/hr/documents/.../Job%20Analysis%20Questionnaire.doc
www.tnstate.edu/hr/documents/.../Job%20Analysis%20Questionnaire.doc
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Minimum Level of Education (or Equivalent Experience) This Job Requires

What is the minimum level of edf ucation necessary to perfy orff m your job? Select only one

please:

1. Elementary edy ucation.

2. Some high school.

3. A high school diploma or equivalent (G.E.D.)

4.  A formal vocational training program (approximately one year), an apprenticeship,

or some formal college education.

5. An Associate’s deg’ ree (AA, AS) 

6. A bachelor’s deg’ ree (BA, BS) 

7. A Master’s degree (MA, MS, MBA, MPA) PP .

8. A doctorate degree (Ph.D., MD, JD, EED).

9. Are you required to be licensed or certified to perforff m your work?

[ ] Yes [ ] YY No List type _____________________________

Required Training on JobTT

What is the level of of n-the-job or classroom training someone requires to do your job?

Please select one choice below:

1. No additional training required.

2. A day aa or two.

3. A week

4. A month

5. Several months

6. One year

7. Two years or more

SUPERVISORY RESPONSIBILITIESRR

Do you supervise others as part of yof ur job? If so pleasef briefly desff cribe the nature of your

supervisory responsibilities. 

PHYSICAL JOB DEMANDS 

Please briefly desff cribe this job’s main ph’ ysical demands. hh For example, does it involve: nn

Sitting? WalkinWW g? Standing? Lifting? Detailed repetitive motions? Climbing? Etc.

Working Conditions: Environmental and Safety Job Demands

Please list this job’s working conditions, such as: air-conditioned office work; outdoor or

indoor extreme heat or cold; wet; noise; job hazards; working in elevated conditions; etc. 

EMPLOYEE COMMENTS

Is there any other inforff mation that would be important in understanding your job?  If sof , 

please give us your commenii ts below.

SUPERVISOR’S REVIEW 

Based on your understanding of the job as f it currently exists, please review the employee’s

response and provide your own comments in the space below. Please do not change the 

employee’s resp’ onses.

FIGURE 4.4 (Continued)
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The position analysis questionnaire (PAQ) is one popular quantitative job analy-
sis tool, consisting of a questionnaire containing 194 items (see Figure 4.5 for a sam-
ple).13 The 194 items (such as “written materials”) each represent a basic element that 
may play a role in the job. The items each belong to one of five PAQ basic activities: 
(1) having decision-making/communication/social responsibilities, (2) performing 
skilled activities, (3) being physically active, (4) operating vehicles/equipment, and 
(5) processing information (Figure 4.5 illustrates this last activity). The final PAQ 
“score” shows the job’s rating on each of these five activities. The job analyst decides if 

position analysis 
questionnaire (PAQ)
A questionnaire used to collect 
quantifiable data concerning the 
duties and responsibilities of vari-
ous jobs.

FIGURE 4.5
Portion of a Completed 
Page from the Position 
Analysis Questionnaire

The 194 PAQ elements are
grouped into five activities, 
and this figure illustrates 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.

1 Information Input

1.1.1 Visual Sources of Job Information

1

2

4

2

3 1

4 1

5 2

6 5

7 4

8 3

9 4

10 3

11 2

1.1 Sources of Job Information

Rate each of the following items in terms of

the extent to which it is used by the woy rker as

a source of inff orff mation in perforff ming his job.

Information Input Extent of Use (U)
NA Does not apply
1 Nominal/very infreff quent
2 Occasional 
3 Moderate
4 Considerable
5 VerVV y substantial

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 picture-like materials used as sources of

inforff mation, for example, drawinaa gs, blueprints, diagrams, maps, tracing, photo-

graphic films, x-ray films,aa TV pictures, etc.)

Patterns/related devices (templates, stencils, patterns, etc., used as sources of

inforff mation when observed during use; do not include here materials described

in item 3 above)

Visual displays (dials, gaaa uges, signal lights, radarscopes, speedometers,

clocks, etc.)

Measuring devices (rulers, calipers, tire pressure gauges, scales, thickness 

gauges, pipettes, thermometers, protractors, etc., used to obtain visual inforff ma-

tion about physical measurements; do not include here devices describe in item

5 above)

Mechanical devices (tools, equipment, machinery, and other mechanical

devices which are sources of information when observed during use of

operation)

Materials in process (parts, material, objects, etc., which are sources of inff orff ma-

tion 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 inforff mation 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 inforff mation)

Man-made features of environment (structures, buildings, dams, highways,aa

bridges, docks, railroads, and other “man-made” or altered aspects of the

indoor envinn ronment which are observed or inspected to provide job inforff ma-

tion; do not consider equipment, machines, etc., that an individual uses in his 

work, as covered by item 7)
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each of the 194 items plays a role and, if so, to what extent. In Figure 4.5, for example, 
“written materials” was rated 4. Since the scale ranges from 1 to 5, a 4 suggests that 
written materials (such as books and reports) do play a significant role in this job. The 
analyst can use an online version of the PAQ (see www.paq.com) for each job he or she
is analyzing.

The PAQ’s strength is in assigning jobs to job classes for pay purposes. With ratings 
for each job’s decision making, skilled activity, physical activity, vehicle/equipment op-
eration, and information-processing characteristics, you can quantitatively compare jobs 
relative to one another,14 and then classify jobs for pay purposes.15

Electronic Job Analysis Methods16

Employers increasingly rely on electronic or Web-based job analysis methods. For exam-
ple, the manager or job analyst may use existing information about a job. Second, rather
than collecting information about a job through direct interviews or questionnaires, the 
analyst uses online systems to send job questionnaires to job experts (often job incum-
bents) in remote company locations. Finally, the job analyst may convene, perhaps via 
Skype, the job experts to discuss and finalize the knowledge, skills, abilities, and other
characteristics required for doing the job and its tasks.17

Conducting the job analysis this way is often an obvious choice.18 Most simply, the
human resource department can distribute standardized job analysis questionnaires to 
geographically disbursed employees via their company intranets, with instructions to
complete the forms and return them by a particular date. Ensure the instructions are 
clear, and first test the process.

 Watch It
If the professor has chosen to assign this, go to www.mymanagementlab.com
to see how an actual company uses job analysis, and to watch the video Weather 
Channel: Talent Management and then answer the questions to show what you’dt
do in this situation.

WRITING JOB DESCRIPTIONS
The most important product of job analysis is the job description. A job description is a 
written statement of what the worker actually does, how he or she does it, and what the 
job’s working conditions are. This information is in turn used to write a job specification; 
this lists the knowledge, abilities, and skills required to perform the job satisfactorily.19

There is no standard format for writing a job description. However, most descrip-
tions contain sections that cover:

1. Job identification
2. Job summary
3. Responsibilities and duties
4. Authority of incumbent
5. Standards of performance
6. Working conditions
7. Job specification

Figures 4.6 and 4.7 present two sample forms of job descriptions.

Job Identification
As in Figure 4.6, the job identification section (on top) contains several types of informa-
tion.20 The job title specifies the name of the job, such as supervisor of data processing 
operations, or inventory control clerk. The Fair Labor Standards Act (FLSA) status sec-
tion identifies the job as exempt or nonexempt. (The FLSA exempts certain positions 
from the act’s overtime and minimum wage provisions.) Date is the date the job descrip-
tion was actually approved.

LEARNING OBJECTIVE 4 
Explain how you would 
write a job description.

www.paq.com
www.mymanagementlab.com
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JOB TITLE:  Telesales Representative

SUMMARY (Write a brief summary of job.)

SCOPE AND IMPACT OF JOB
Dollar responsibilities (budget and/or revenue)

The person in this position is responsible for generating approximately $2 million in revenue, for meeting

operating expense budget of approximately $4000, and a sampling budget of approximately 10,000 units.

Prior sales or publishing experience preferred. One year of company experience in a customer service or

marketing function with broad knowledge of company products and services is desirable.

The person in this position is responsible for selling college textbooks, software, and multimedia products to

professors, via incoming and outgoing telephone calls, and to carry out selling strategies to meet sales goals in

assigned territories of smaller colleges and universities. In addition, the individual in this position will be

responsible for generating a designated amount of editorial leads and communicating to the publishing groups

product feedback and market trends observed in the assigned territory.

RECOMMENDED SALARY GRADE:

JOB FAMILY:  Sales

DIVISION:  Higher Education

DEPARTMENT:  In-House Sales

JOB CODE:

EXEMPT/NONEXEMPT STATUS:

EEOC:

REPORTS TO:

LOCATION:

100001

Nonexempt

Sales Workers

District Sales Manager

Boston

DATE: April 2013

p ( g )

Supervisory responsibilities (direct and indirect)

None

p y p ( )

Formal education or equivalent

Bachelor’s degree with strong academic performance or work equivalent experience.

q

Skills

Must have strong organizational and persuasive skills. Must have excellent verbal and written communications

skills and must be PC proficient.

Other

Other

Limited travel required (approx 5%)

REQUIRED KNOWLEDGE AND EXPERIENCE (Knowledge and experience necessary to do job)

Related work experiencep

(Continued)

FIGURE 4.6
Sample Job Description, Pearson Education

Source: Reprinted and electronically reproduced by permission of Pearson Education, Inc., Upper Saddle River, New Jersey.

There may also be a space to indicate who approved the description and for the 
immediate supervisor’s title, and perhaps one showing the job’s location (facility/
division and department). There might also be spaces here for the job’s grade/level 
(programmer II, programmer III, and so on,) and for information on salary and/or 
pay scale.
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Submitted By:   Jim Smith, District Sales Manager Date:   April 10, 2013

Approval: Date:

Human Resources: Date:

Corporate Compensatiaa on: Date:

PRIMARY RESPONSIBILITIES RR (List in order of imf portance and list amount of time spent on task.)

Driving Sales (60%)

Achieve quantitative sales goal for assigned territory of smaller colleges and universf ities.

Determine sales priorities and strategies for territory and develoy p a plan for implementing those strategies.

Conduct 15–20 professoff r interviews per day a during the academic sales year that accomplishes those priorities.

Conduct product presentations (including texts, software, and Web site); effectively articulate author’s central

vision of key tif tles; conduct sales interviews using the PSS model; conduct walk-through of books anf d

technology.

Employ telephone selling techniques and strategaa ies.

Sample products to appropriate faculty, making strayy tegic use of assigned saf mpling budgets.

Close class test adoptions for first edition products.

Negotiate custom publishing and special packaging agreements within company guidelines.

Initiate and conduct in-person faculty presentations and selling trips as appropriate to maximize sales with the

strategic use of trf avel budget. Also use internal resources to support the territory sales goals.y

Plan and execute in-territory special selling eveny ts and book-fairs.nn

Develop and implement in-territory promotional campaigns and targeted email campaigns.

Determine the strategic use of assigned saf mpling budget to most effectively generate sales revenue to exceed

sales goals.

Determine the priority of custf omer and account contacts to achieve maximum sales potential.

Determine where in-person presentations and special selling events would be most effective to generate the most sales.

Publishing (editorial/marketing) 25%

Report, track, and sign editorial projects.o

Gather and communicate significant market feedback and inforff mation to publishing groups.

Territory Management 15%

Track and TT report all pending and closed business in assigned dataaa base.

Maintain records of custf omer sales interviews and adoption situations in assigned database.

Manage operating budget strategically.

Submit territory itineraries, sales plans, and sales forecasts as assigned.

Provide superior customer service and maintain professioff nal bookstore relations in assigned territory.yy

Decision-Making Responsibilities for This Position:

FIGURE 4.6 (Continued)

Job Summary
The job summary should summarize the essence of the job, and include only its major
functions or activities. Thus (in Figure 4.6), the telesales rep “. . . is responsible for selling 
college textbooks. . . .” For the job of mailroom supervisor, “the mailroom supervisor re-
ceives, sorts, and delivers all incoming mail properly, and he or she handles all outgoing 
mail including the accurate and timely posting of such mail.”21

Some experts state unequivocally that “one item frequently found that should never
be included in a job description is a ‘cop-out clause’ like ‘other duties, as assigned,’ ”22

since this leaves open the nature of the job. State in the summary that the employee is 
expected to carry out his or her duties efficiently, attentively, and conscientiously.
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Relationships
There may be a “relationships” statement (not in Figure 4.6) that shows the jobholder’s re-
lationships with others. For example, a human resource manager’s statement might say:23

Reports to: Vice president of employee relations

Supervises: Human resource clerk, test administrator, labor relations director, and
one secretary

Works with: All department managers and executive management

Outside the company: Employment agencies, executive recruiting firms, union
representatives, state and federal employment offices, and various vendors24

Responsibilities and Duties
This is the heart of the job description. It should present a list of the job’s significant responsi-
bilities and duties. As in Figure 4.6, list each of the job’s major duties separately, and describe 
it in a few sentences. In the figure, for instance, the job’s duties include “achieve quantitative 
sales goal . . .” and “determine sales priorities. . . .” Typical duties for other jobs might include 
making accurate postings to accounts payable, maintaining favorable purchase price vari-
ances, and repairing production-line tools and equipment. This section may also define the 
jobholder’s authority limits, such as to approve purchase requests up to $5,000.

Standard Occupational 
Classification (SOC)
Classifies all workers into one of 
23 major groups of jobs that are 
subdivided into minor groups of 
jobs and detailed occupations.

Building Your Management Skills: Determining the Job’s Duties

Of course the crucial question here is, “How do I determine what the job’s duties are 
and should be?” The answer first is, from the job analysis; this should reveal what the 
employees on each job are doing now.

Second, there are governmental sources of standardized job description information. 
For example, the U.S. Department of Labor did much of the early work developing job
analysis.25 It compiled its results in what was for many years the bible of job descriptions, 
the Dictionary of Occupational Titles. This mammoth book contained detailed informa-
tion on virtually every job in America. We’ll see that Internet-based tools such as O*NET
online have largely replaced the Dictionary. (We present an example later in this sec-
tion.) Another option is the government’s Standard Occupational Classification (SOC)
(www.bls.gov/soc/socguide.htm). This classifies all workers into one of 23 major groups
of jobs, such as “Management Occupations” and “Healthcare Occupations.” These in
turn contain 96 minor groups of jobs, which in turn include 821 detailed occupations,
such as the marketing manager description in Figure 4.7. The manager may also use pro-
prietary online sources of job description information, such as www.jobdescription.com.

FIGURE 4.7
Marketing Manager 
Description from DOL
Standard Occupational 
Classification

Source: U.S. Department of 
Labor, Bureau of Labor Statistics.

(continued)

www.bls.gov/soc/socguide.htm
www.jobdescription.com
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Social Media and HR
Sometimes the easiest way to unearth job titles and duties is just to use social media 
like LinkedIn. For example, to paraphrase what someone who recruits for open posi-
tions in his company posted on LinkedIn: I hope some of you IT recruiters out there 
can help me to better understand what I need to put into the job descriptions that I’m 
writing for the O*NET developers and development managers I’m recruiting for. The 
first of many replies listed 12 tasks including: (1) Do technical skills match the desired 
job? (2) What technical problems were solved by the job seeker? and (3) Did job seeker 
know about Cloud Deployment?29

But some of the job titles you’ll find on social media may be more creative than 
usable. Thus, Pinterest calls its designers Pixel Pushers, and its interns Pinterns.30

In any case, writing clear job duties is crucial. For a nurse, for example, one duty 
might be:31

Incorrect: Ensures that patients receive medical attention when needed.

Comment: What the nurse does is ambiguous, and the expected results of the nurse’s
actions aren’t clear.

Correct: Administers minor medical treatments or medication (taking temperatures, 
treating minor cuts and bruises, giving aspirin or cough syrup) to correct or treat
residents’ minor health problems using common first aid supplies and using own 
discretion to determine need following established institutional medical department 
procedures.

KNOW YOUR EMPLOYMENT LAW

Writing Job Descriptions That Comply with the ADA

The list of job duties is crucial to employers’ efforts to comply with the Americans 
with Disabilities Act (ADA). Under the ADA, the individual must have the requisite
skills, educational background, and experience to perform the job’s essential func-
tions. The EEOC says, “Essential functions are the basic job duties that an employee 
must be able to perform, with or without reasonable accommodation.”32 Factors to 
consider include:

• Whether the position exists to perform that function
• The number of other employees available to perform the function
• The degree of expertise or skill required to perform the function
• Whether employees in the position are actually required to perform the function33

• What the degree of expertise or skill required to perform the function is34

One simple solution is just to Google the job description you want, by seeing
online what others are doing. Thus, someone writing job descriptions for jobs such 
as marketing manager would readily find relevant online descriptions as follows:

Go to http://hiring.monster.com. Then click Resource Center, then Recruiting and 
Hiring Advice, then Job descriptions, then Sample job descriptions. Then scroll down
to Marketing and Sales Manager Sample Job Description.26

Go to http://www.careerplanner.com/. Then click Job Descriptions, then scroll 
down to Marketing Manager Job Description.27

As an example, Meg, the accounting supervisor from the chapter opener, couldn’t 
see how her payroll clerk could have missed reconciling the actual payroll with the 
payroll report he sent to the IRS. What duty was missing? How might she make use
of online descriptions such as:

Go to http://www.americasjobexchange.com/. Then click resources, then Browse 
Job Description Then go to Clerical & Administrative, then to Payroll & Timekeeping 
Clerk.28 (Or she could try similar descriptions at careerbuilder.com.)

http://www.careerplanner.com/
http://www.americasjobexchange.com/
http://hiring.monster.com
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The ADA requires that 
employers list a job’s 
essential functions.
Source: G. Baden/Corbis.

As an example, answering calls and directing visitors to the proper offices might be es-
sential functions for a receptionist’s job. The EEOC says it will consider the employer’s
judgment about which functions are essential, and a written job description prepared 
before advertising or interviewing for a job as evidence of essential functions. Other
evidence includes the actual work experience of present or past employees in the job, 
the time spent performing a function, and the consequences of not requiring that an 
employee perform a function. Although the EEOC does not require employers to have 
job descriptions, it is obviously useful here to have one.

If the disabled individual can’t perform the job as currently structured, the em-
ployer is required to make a “reasonable accommodation,” unless doing so would
present an “undue hardship.” According to the EEOC, reasonable accommodation 
may include:

• acquiring or modifying equipment or devices;
• job restructuring;
• part-time or modified work schedules;
• reassignment to a vacant position;
• adjusting or modifying examinations, training materials, or policies;
• providing readers and interpreters; and
• making the workplace readily accessible to and usable by people with disabilities.

Standards of Performance and Working Conditions
A “standards of performance” section lists the standards the company expects the em-
ployee to achieve for each of the job description’s main duties and responsibilities. One 
way to set standards is to finish the statement, “I will be completely satisfied with your 
work when. . . .” This sentence, if completed for each listed duty, should result in a usable 
set of performance standards. For example:

Duty: Accurately Posting Accounts Payable

1. Post all invoices received within the same working day.
2. Route all invoices to the proper department managers for approval no later than 

the day following receipt.
3. Commit an average of no more than three posting errors per month.
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The job description may also list the job’s working conditions, such as noise level, 
hazardous conditions, or heat. The following HR Tools feature shows how to use the Web
to create a job description. 

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

Using O*NET

Without their own job analysts or even HR managers, many small business owners face two
hurdles when doing job analyses. First, most need a more streamlined approach than those
provided by questionnaires like that in Figure 4.4. Second is the concern that, in writing
their job descriptions, they’ll overlook duties that subordinates should be assigned. What 
they need is an encyclopedia listing all the possible positions they might encounter, includ-
ing a list of the duties normally assigned to these positions.

The small business owner has at least three options. The Standard Occupational Clas-
sification, mentioned earlier, provides detailed descriptions of thousands of jobs and their 
human requirements. Websites like www.jobdescription.com provide customizable descrip-
tions by title and industry. And the Department of Labor’s O*NET is a third alternative. We’ll 
focus here on how to write a job description using O*NET (www.onetonline.org/).35

O*NET
The U.S. Department of Labor’s online occupational information network, called O*NET, is 
a popular tool. It enables users (not just managers, but workers and job seekers) to see the
most important characteristics of various occupations, as well as the experience, education, 
and knowledge required to do each job well. Both the Standard Occupational Classifica-
tion and O*NET list the specific duties associated with numerous occupations. O*NET also 
lists skills, including basic skills such as reading and writing, process skills such as critical 
thinking, and transferable skills such as persuasion and negotiation.36 An O*NET job list-
ing also includes information on worker requirements (required knowledge, for instance),
occupation requirements (such as compiling, coding, and categorizing data, for instance), 
and experience requirements (including education and job training). Employers and career 
planners also use O*NET to check the job’s labor market characteristics, such as employ-
ment projections and earnings data.37

The steps in using O*Net to facilitate writing a job description follow.

  Step 1:  Decide on a Plan. Ideally, the jobs you need should flow from your depart-
mental or company plans. Do you plan to enter or exit businesses? What do 
you expect your sales to be in the next few years? What departments will 
have to be expanded or reduced? What new positions will you need?

  Step 2:  Develop an Organization Chart. Start with the organization as it is now. 
Then produce a chart showing how you want it to look in a year or two. 
Microsoft Word includes an organization charting function.38

  Step 3:  Use a Job Analysis Questionnaire. Next, gather information about each job’s
duties. (You can use job analysis questionnaires, such as those shown in 
Figure 4.4 and Figure 4.8).

  Step 4:  Obtain Job Duties from O*NET. The list of job duties you uncovered through the 
job analysis in step 3 may or may not be complete. We’ll therefore use O*NET
to compile a more complete list. (Refer to the A, B, and C examples pictured.)

Start by going to www.onetonline.org/ (A). Here, click on Find Occupa-
tions. Assume you want to create job descriptions for a retail salesperson. Key 
Retail Sales in the Keyword drop-down box. This brings you to the Occupa-
tions matching “retail sales” page (B).

Clicking on the Retail Salespersons summary produces the job summary 
and specific occupational duties for retail salespersons (C). For a small store, 

www.jobdescription.com
www.onetonline.org/
www.onetonline.org/
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you might want to combine the duties of the “retail salesperson” with those 
of “first-line supervisors/managers of retail sales workers.”

Step 5:  List the Job’s Human Requirements from O*NET. Next, return to the 
summary for Retail Salespersons (C). Here, click, for example, Knowledge, 
Skills, and Abilities. Use this information to help develop a job specification 
for your job. Use this information for recruiting, selecting, and training your 
employees.

(A)

(B)

(C)
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FIGURE 4.8
Simple Job Description 
Questionnaire

Background Data
for Job Description

Job Title

Job Number

Today’s Date

Department

Written by

Applicable DOT Codes

I.  Applicable DOT Definition(s):

II.  Job Summary:
    (List the more important or regularly performed tasks)

III.  Reports To:

IV.  Supervises:

V.  Job Duties:
(Briefly describe, for each duty, what employee does and, if possible, how
employee does it. Show in parentheses at end of each duty the approximate
percentage of time devoted to duty.)

A. Daily Duties:

B. Periodic Duties:
   (Indicate whether weekly, monthly, quarterly, etc.)

C. Duties Performed at Irregular Intervals:

Step 6: Finalize the Job Description. Finally, perhaps using Figure 4.8 as a guide, 
write an appropriate job summary for the job. Then use the information 
obtained previously in steps 4 and 5 to create a complete listing of the tasks,
duties, and human requirements of each of the jobs you will need to fill.

LEARNING OBJECTIVE 5 
Explain how to write a job 
specification.

 B A S E

K
N

O

WLED
G

E 

WRITING JOB SPECIFICATIONS
The job specification takes the job description and answers the question, “What human 
traits and experience are required to do this job effectively?” It shows what kind of per-
son to recruit and for what qualities you should test that person. It may be a section of the
job description, or a separate document. Often—as in Figure 4.6 on pages 127–128—it is
part of the job description.39
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Specifications for Trained versus Untrained Personnel
Writing job specifications for trained and experienced employees is relatively straight-
forward. Here job specifications tend to focus on factors such as length of previous 
service, quality of relevant training, and previous job performance.

The problems are more complex when you’re filling jobs with untrained people 
(with the intention of training them on the job). Here you must specify qualities such 
as physical traits, personality, interests, or sensory skills that imply some potential for
performing the job or for trainability. Thus, for a job that requires detailed manipula-
tion, you might want someone with excellent finger dexterity. Employers identify the 
job’s human requirements either through a subjective, judgmental approach or through 
statistical analysis (or both).

Specifications Based on Judgment
Most job specifications simply reflect the educated guesses of people like supervisors
and human resource managers. The basic procedure here is to ask, “What does it take in 
terms of education, intelligence, training, and the like to do this job well?”

How does one make such “educated guesses”? You could simply review the 
job’s duties, and deduce from those what human traits and skills the job requires. 
You can also choose human traits and skills from the competencies listed in Web-
based job descriptions like those at www.jobdescription.com. (For example, a typi-
cal job description there lists competencies like “Generates creative solutions” and 
“Manages difficult or emotional customer situations.”) O*NET online is another 
option. Job listings there include lists of required education and other experience
and skills.

In any case, use common sense. Don’t ignore the behaviors that may apply to 
almost any job but that might not normally surface through a job analysis. Indus-
triousness is an example. Who wants an employee who doesn’t work hard? One re-
searcher collected supervisor ratings and other information from 18,000 employees 
in 42 different hourly entry-level jobs.40 “Generic” work behaviors that he found to 
be important to all jobs included thoroughness, attendance, unruliness, and sched-
ule flexibility (accepts schedule changes when necessary; offers to stay late when 
the store is extremely busy). Similarly, in one study of more than 7,000 executives, 
the researchers found that the behaviors top leaders exemplify included: takes 
initiative, practices self development, displays high integrity, drives for results, and 
develops others.41

Job Specifications Based on Statistical Analysis
Basing job specifications on statistical analysis rather than only judgment is the more
defensible approach, but it’s also more difficult. The aim is to determine statistically 
the relationship between (1) some predictor (human trait such as height, intelligence, r
or finger dexterity), and (2) some indicator or criterion of job effectiveness, such as
performance as rated by the supervisor.

This procedure has five steps: (1) Analyze the job and decide how to measure job 
performance; (2) select personal traits like finger dexterity that you believe should pre-
dict performance; (3) test candidates for these traits; (4) measure these candidates’ subse-
quent job performance; and (5) statistically analyze the relationship between the human 
trait (finger dexterity) and job performance. Your aim is to determine whether the trait 
predicts performance.

This is more defensible than the judgmental approach. First, if the trait does not 
predict performance, why use it? Second, equal rights laws prohibit using traits that you 
can’t prove distinguish between high and low job performers. Hiring standards that dis-
criminate based on sex, race, religion, national origin, or age may have to be shown to
predict job performance, as with the five-step approach just above. Yet in practice, most 
employers rely on judgmental approaches.

www.jobdescription.com
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The Job-Requirements Matrix
Although most employers use job descriptions and specifications to summarize what
their jobs entail, the job-requirements matrix is also popular.x 42 A typical matrix lists the
following information, in five columns:

Column 1: Each of the job’s four or five main job duties

Column 2: The task statements for the main tasks associated with each main job duty

Column 3: The relative importance of each main job duty

Column 4: The time spent on each main job dutyt

Column 5: The knowledge, skills, ability, and other human characteristics (KSAO) r
related to each main job duty43y

The main step in creating a job requirements matrix involves writing the task state-
ments. Each task statement shows what the worker does on each of a job duty’s separate t
job tasks and how the worker does it.w

EMPLOYEE ENGAGEMENT GUIDE  
FOR MANAGERS 
The Employee Engagement Manager’s Job Description
As noted earlier, the manager should not ignore, while writing the job specification,
desirable on-the-job behaviors that apply to almost any job but that might not nor-
mally surface through a job analysis. Employee engagement is one such behavior. Itt
refers to being psychologically involved in, connected to, and committed to getting 
one’s job done.

Job Specifications and Employee Engagement
In terms of the job specification, the question is, what desirable traits should someone
possess to make it more likely that he or she will turn into an engaged employee? The hu-
man resource consulting company Development Dimensions International conducted a
study of 3,800 employees, and identified several personal characteristics that seemed to 
predict the likelihood someone would be engaged.44 These traits included adaptability, 
passion for work, emotional maturity, positive disposition, self-advocacy, and achieve-
ment orientation.

A sensible suggestion is to seek out people who already have track records of being 
engaged employees. Since past behavior is often the best predictor of future behavior, one 
good suggestion is that if you want to hire people who are more likely to become engaged 
employees, “. . . look for examples of engagement in other areas of life”.45 For example,
seek out candidates with a demonstrated commitment to serve others, such as nurses
and veterans, and voluntary first responders.

The Employee Engagement Manager’s Job Description
With the growing importance of employee engagement, many employers today are 
appointing special employee engagement managers, with titles such as Employee
Engagement Manager, or Director of Employee Engagement. The accompanying 
composite job description (Figure 4.9), created from actual help-wanted Employee 
Engagement Manager job descriptions, shows such a manager’s typical duties andr
responsibilities. A careful reading of the composite job description also highlights
three points made in chapters 3 and 4. First, the human resource department’s em-
ployee engagement strategy should support the company’s overall strategic plans.

Second, also as with the company’s other HR efforts, the effects of the employee
engagement strategy should be measurable: ideally, use survey and other employee
feedback to develop the program’s objectives and to monitor employee engagement in
a quantitative way.

job-requirements matrix
A more complete description of 
what the worker does and how 
and why he or she does it; it clari-
fies each task’s purpose and each 
duty’s required knowledge, skills, 
abilities, and other characteristics.

task statement
Written item that shows what the t
worker does on one particular job 
task; how the worker does it; the w
knowledge, skills, and aptitudes 
required to do it; and the d purpose 
of the task.

LEARNING OBJECTIVE 6 
List some human traits and 
behaviors you would want 
an employee to bring 
to a job if employment 
engagement is important 
to doing the job well.
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FIGURE 4.9
Employee Engagement 
Manager Job Description

Source: This composite
job description is based on 
“Employee Engagement 
Manager Position Description,” 
www.mnodn.org/wp-content/
uploads/2012/04/U-of-M-
Employee-Engagement-Manager
.pdf, “Human Resources/
Employee Engagement 
Manager,” www.LinkedIn
.com, and “Job Title: Director of 
Employee Engagement,” www
.hrapply.com/mgmresorts/
AppJobView.jsp?link=17240, all 

accessed April 17, 2014.

JOB DESCRIPTION46

Employee Engagement Manager
Position Summary

The Employee Engagement Manager will work with the Director of Human Resources and

with our company’s other managers to create a companywide employee engagement strategy to

support the company’s strategic plan. The engagement manager will lead the development and

implementation of communication strategies, recognition programs and other programs with 

the aim of supporting and improving employee engagement. The employee engagement man-

ager will also work with the company’s training managers and others responsible for supervisor 

training to integrate engagement concepts into existing and future supervisor training to make

strong supervision a primary means of increasing engagement. The employment engagement

manager will also be responsible for identifying and implementing metrics to measure em-

ployee engagement and for developing action plans and objectives to continuously improve

employee engagement. The employee engagement manager will also be responsible for devel-

oping an employee survey process that enables the company to monitor employee engagement

and for working with other managers to ensure effective administration of the survey.

Key Responsibilities
• Create a comprehensive and sustainable employee engagement strategy
• Work with senior leaders and teams to develop engagement strategies and goals as well as 

demonstrable links between engagement and their strategic goals
• Develop a survey process and metrics that will enable the company to track employee en-

gagement programs at a companywide and division level
• Conduct employee focus groups to complement engagement surveys
• Serve as subject matter expert on the survey results and create reports to monitor prog-

ress and create action plans to drive positive employee engagement
• Develop a train the trainer program to enable all units to analyze their own employee enr -

gagement data and build employee engagement training plans
• Oversee the overall production of internal communications, including events, newsletters, 

e-blast, Facebook, etc., for the purpose of communicating critical information to employees.
• Develop employee recognition strategies to include reviewing, evaluating, and making 

recommendations for departmental recognition programs.
• Develop employee involvement programs, for instance in the form of employee participa-

tion programs and forums.
• Monitor employee retention and retention strategies
• Develop, evaluate, and implement new processes to ensure employees are informed of 

company and all the relevant initiatives, programs, and announcements.
• Work with the other managers to make sure the company’s performance appraisal process

provides an opportunity for the appraisal to be used as a basis for developing training 

plans for employees.
• With the company’s HR and top managers, review all HR policies and procedures and make 

recommendations for modifying any if required to better support the engagement program.
• Help all managers understand the links between engagement and outcomes such as turn-

over, health care cost, grievances, and customer service.

Required Education and Experience
• Masters’ degree in business, psychology, or other related subject.
• Minimum of five years in direct human resource work or in a closely related field
• Minimum two years’ experience managing a staff
• Demonstrated ability to move an agenda or initiative forward

Preferred Experience
• PHR certification
• Experience interacting with all levels of management and the cross organizational levels
• Experience implementing high-impact HR initiatives to support organizational objectives
• Experience working with detailed information and numerical data
• Experience in change management to improve efficiency and effectiveness
• Experience reflecting a demonstrated commitment to serving others

www.mnodn.org/wp-content/uploads/2012/04/U-of-MEmployee-Engagement-Manager.pdf
www.mnodn.org/wp-content/uploads/2012/04/U-of-MEmployee-Engagement-Manager.pdf
www.mnodn.org/wp-content/uploads/2012/04/U-of-MEmployee-Engagement-Manager.pdf
www.mnodn.org/wp-content/uploads/2012/04/U-of-MEmployee-Engagement-Manager.pdf
www.LinkedIn.com
www.LinkedIn.com
www.hrapply.com/mgmresorts/AppJobView.jsp?link=17240
www.hrapply.com/mgmresorts/AppJobView.jsp?link=17240
www.hrapply.com/mgmresorts/AppJobView.jsp?link=17240
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Third, while employee engagement programs may vary from company to company, 
they share several basic elements. Employee engagement program activities include im-
proving supervisory skills through training, providing appraisal-based employee train-
ing plans and training, changing HR policies and procedures to coordinate them with
the engagement effort’s goals, and improving organizational involvement, communica-
tions, and recognition programs.

USING COMPETENCIES MODELS
Many people still think of a job as a set of specific duties someone carries out for 
pay, but the concept of “job” is changing. Companies are flattening their organiza-
tions, squeezing out managers and leaving the remaining workers with more jobs to
do. Others are organizing the work so that teams of workers share jobs to get the work 
done. Reengineered jobs, as at Atlantic American, leave workers with more respon-
sibilities and greater discretion. Workers at Daimler’s new Alabama factory work in 
teams where they share jobs (see the following Global feature). Changes like these tend 
to blur where one job starts and another ends. The bottom line is that in situations 
like these, relying on a list of job duties that itemizes specific things you expect the
worker to do is often impractical.47 While the majority of companies still use job
descriptions, many are therefore moving to a newer approach. Instead of focusing on
defining the job’s list of duties, they are emphasizing, in competency models (or pro-
files), the knowledge and skills someone needs to do the job. Such models or profiles 
(see Figure 4.10) list the knowledge, skills, and behaviors that employees must be able
to exhibit to get their multitask jobs done.48 The assumption is that, if the new team
member has the necessary skills and knowledge, he or she will be able to do whatever 
duties the job requires.

In many situations today, 
workers don’t have single 
jobs but change jobs daily
with their teammates.
Source: Cultura/Getty Images.

LEARNING OBJECTIVE 7 
Explain how to write 
competency-based 
models.

The aim of compiling such models is to summarize what “competencies” 
someone requires for exceptional performance, specifically skills (such as to analyze 
financial statements), behaviors (such as to behave ethically), knowledge (techni-
cal and/or professional), and/or experience (educational and work achievements). 
Figure 4.10 shows one way to present a competency model, as well as illustrative
competencies.
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FIGURE 4.10
Example of Competency Model/Job Profile for Human Resource Manager

ILLUSTRATIVE

HUMAN RESOURCE MANAGER

COMPETENCY MODEL/JOB PROFILE

Areas of Knowledge/Expertise

HR Practices (Recruiting,

Selection, Training, etc.)

Strategic Planning

Employment Law

Finance and Budgeting

General Management

Personal
Competencies 

Interpersonal
Competencies

Foundation Competencies

HR/Business/
Management

• Behave Ethically

• Exercise Good Judgment

     Based on Evidence

• Set and Achieve Goals

• Manage Tasks Effectively

• Develop Personally

• Communicate Effectively

• Exercise Leadership

• Negotiate Effectively

• Motivate Others

• Work Productively with Others

• Institute Effective

     HR Systems

• Analyze Financial Statements

• Craft Strategies

• Manage Vendors

Roles

Line Function

(Within HR)

Staff Function

(Advise, Assist)

Coordinative Function

(Monitor)

Strategic HR Function

(Formulate, Execute)

The competency model or profile then becomes the guidepost for recruiting, se-
lecting, training, evaluating, and developing employees for each job.49 For instance, the 
manager hires new employees using tests that measure the profile’s list of competen-
cies, trains employees with courses aimed to develop these competencies, and appraises
performance by assessing the worker’s competencies.

HR PRACTICES AROUND THE GLOBE

Daimler Alabama Example

Several years ago, Daimler opened a new Alabama Mercedes-Benz factory, built to be a 
high-tech factory.50 The plant emphasizes just-in-time inventory methods, so inventories
stay negligible due to the arrival “just in time” of parts. It also organizes employees into 
work teams, and emphasizes that all employees must dedicate themselves to continuous 
improvement.

Such production operations require certain employee competencies (skills and behav-
iors), such as interpersonal skills and flexibility. 

Competencies-based job analysis helped Daimler staff this factory. Guidelines re-
garding whom to hire and how to train them are based more on the competencies some-
one needs to do the job (such as “ability to work cooperatively on a team”) than on lists of

competency-based job 
analysis 
Describing the job in terms of 
measurable, observable, behavioral 
competencies (knowledge, skills, 
and/or behaviors) that an 
employee doing that job must 
exhibit to do the job well.
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job duties. Because they don’t have to follow detailed job descriptions showing what “my 
job” is, it’s easier for workers to move from job to job within their teams.

Stressing competencies rather than duties also encourages workers to look beyond 
their own jobs to find ways to improve things. For instance, one team redesigned the 
racks that the assembly parts move on, saving assembly workers thousands of steps 
per year.

Now that the new system, including the competencies-based job analysis, has proved 
itself in Alabama, Daimler plants in South Africa, Brazil, and Germany now use it.

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com
to discuss the following questions. Are you surprised that Daimler could implement a 
team-based production system like this in places where the cultures are as disparate as 
Alabama, Germany, and Brazil? Why? What inter-country cultural differences would you 
think might have impeded Daimler’s efforts?

How to Write Competencies Statements
Identifying the job’s required competencies is similar to traditional job analysis. For ex-
ample, you might interview job incumbents and their supervisors and ask open-ended
questions regarding job responsibilities and activities.

But instead of compiling lists of job duties, your aim is to finish the statement,
“In order to perform this job competently, the employee should be able to. . . .” Use your
knowledge of the job to answer this, or the worker’s or supervisor’s insights, or use 
information from a source such as O*NET, or the Department of Labor’s Office of 
Personnel Management (see www.opm.gov). Then, for each competency write a com-
petency statement.

Ideally, the competency statement will include three elements.51 One is the name and 
a brief description of the competency, such as “Project Management—creating accurate 
and effective schedules.” The second is a description of the observable behaviors that rep-
resent proficiency in the competency, such as “personally accountable for the project’s
execution and invested in the success of the project; continuously manage project risks
and dependencies by making timely decisions.” Third are proficiency levels. For example
(for project management):52

• Proficiency Level 1. Identifies project risks and dependencies and communicates
routinely to stakeholders

• Proficiency Level 2. Develops systems to monitor risks and dependencies and
report changes

• Proficiency Level 3. Anticipates changing conditions and impact to risks and 
dependencies and takes preventive action

• Proficiency Level 4. Proactively identifies implications of related internal and 
external business conditions to risks and dependencies

BP Example

British Petroleum’s (BP’s) exploration division executives wanted to shift employees from 
a job duties–oriented “that’s-not-my-job” attitude to one that motivated employees to 
obtain the skills required to accomplish broader responsibilities.53

Their solution was a skills matrix like that in Figure 4.11. They had skills matri-
ces for each job or job family (such as drilling managers). As in Figure 4.11, each ma-
trix listed (1) the types of skills required to do that job such as technical expertise, and 
(2) the minimum skill required for proficiency at each level. The figure’s note shows how 
to actually use the matrix.

www.mymanagementlab.com
www.opm.gov
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FIGURE 4.11
Skills Matrix

This is an example of a skills 
matrix for technical/engineering 
product development employees. 
The light blue boxes show the
level required for each skill for 
these product development em-
ployees. An accompanying key 
would provide specific examples
for each level of each skill, with
difficulty increasing for each skill 
level starting at Level 1. For ex-
ample, Level 1 for Technical
Expertise/Skills might say “has or
is in process of acquiring the basic 
knowledge necessary to do this
type of job,” while Level 6 might 
say, “Capable of conducting and 
supervising highly complex ana-
lytical tasks requiring advanced 
technical know-how and skills.”

Source: Copyright Gary 
Dessler PhD.

Level 6 6 6 6 6

Level 5 5 5 5 5

Level 4 4 4 4 4

Level 3 3 3 3 3

Level 2 2 2 2 2

Level 1 1

6

5

4

3

2

1 1 1 1

Technical
Expertise/Skills

Decision
Making

and Problem
Solving Skills

Interpersonal
Skills

Leadership
Skills

Commercial
Awareness

Skills

BP’s skills matrix approach also supported its talent management efforts. Talent 
management efforts in this unit could now focus on recruiting, hiring, training, ap-
praising, and rewarding employees based on the set of skills employees need to per-
form the job in question.

Review

SUMMARY

1. Employers today often view all the staff–train–reward
activities as part of a single integrated talent manage-
ment process. We defined talent management as the t
goal-oriented and d integrated process of d planning, recruit-tt
ing, developing, managing, and compensating employees.g
When a manager takes a talent management perspec-
tive, he or she should: keep in mind that the talent man-
agement tasks are parts of a single interrelated talent 
management process; make sure talent management 
decisions such as staffing and pay are goal-directed; 
consistently use the same “profile” for formulating 
recruitment plans for a job as you do for making selec-
tion, training, appraisal, and payment decisions for it; 
actively segment and manage employees; and integrate/
coordinate all the talent management functions.

2. All managers need to be familiar with the basics of 
job analysis.
• Job analysis is the procedure through which you

determine the duties of the department’s positions 

and the characteristics of the people to hire for 
them.

• Job descriptions are a list of what the job entails, 
while job specifications identify what kind of 
people to hire for the job.

• The job analysis itself involves collecting information
on matters such as work activities; required human
behaviors; and machines, tools, and equipment used.

• Managers use job analysis information in recruit-
ment and selection, compensation, training, and
performance appraisal.

• The basic steps in job analysis include: deciding 
the use of the job analysis information, reviewing 
relevant background information including or-
ganization charts, analyzing the job, verifying the 
information, and developing job descriptions and 
job specifications.

3. There are various methods for collecting job 
analysis information. These include interviews,

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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questionnaires, observation, participant diary/logs, 
and quantitative techniques such as position analysis 
questionnaires. Employers increasingly collect infor-
mation from employees via the Internet.

4. Managers should be familiar with the process for
writing job descriptions. While there is no standard 
format, most descriptions contain sections that cover
job identification, a job summary, a listing of respon-
sibilities and duties, the job incumbent’s authority, 
and performance standards. The job description may 
also contain information regarding the job’s working 
conditions and the job specifications. Many employ-
ers use Internet sources such as www.jobdescription
.com to facilitate writing job descriptions.

5. In writing job specifications, it’s important to dis-
tinguish between specifications for trained versus
untrained personnel. For trained employees, the pro-
cess is relatively straightforward, because you’re look-
ing primarily for traits like experience. For untrained 
personnel, it’s necessary to identify traits that might 
predict success on the job. Most job specifications
come from the educated guesses of people like super-
visors, and are based mostly on judgment. Some em-
ployers use statistical analyses to identify predictors
or human traits that are related to success on the job.

6. Human traits and behaviors that may predict the job
candidates’ likelihood to be engaged and which the 
manager might therefore want to include in the job 
specification include adaptability, passion for work, 
emotional maturity, positive disposition, self-
advocacy, achievement orientation, and a work 
history that includes a demonstrated commitment 
to serve others.

7. Employers are using models and profiles in talent 
management, particularly creating “profiles” for
each of their jobs. The aim of creating profiles is to
create detailed descriptions of what is required for
exceptional performance in a given role or job in
terms of required competencies, personal attributes,
knowledge, and experience. Each job’s profile then 
becomes the anchor for creating recruitment, selec-
tion, training, and evaluation and development plans 
for each job. Competency-based job analysis means
describing the job in terms of measurable, observ-
able, behavioral competencies (such as specific skills)
that an employee doing the job must exhibit to do
the job well. With the job of, say, a team member 
possibly changing daily, one should identify the skills 
the employee may need to move among jobs. 

KEY TERMS

talent management 115
organization chart 116
job analysis 116
job descriptions 116
job specifications 116
process chart 118
workflow analysis 118
business process reengineering 119
job enlargement 119

job rotation 119
job enrichment 119
diary/log 122
position analysis questionnaire (PAQ) 125
Standard Occupational Classification (SOC) 129
job-requirements matrix 136
task statement 136
competency-based job analysis 139

 Try It
How would you do applying the concepts and skills you learned in this chapter? If 
your professor has chosen to assign this, go to www.mymanagementlab.com
and complete the Teams simulation to find out.

DISCUSSION QUESTIONS

4-1. Why, in summary, should managers think 
of staffing, training, appraising, and paying 
employees as a talent management process?

4-2. Define job analysis. What are the different types 
of information derived from job analysis?

4-3. With the help of examples, explain the different
uses of information produced using job analysis 
tools.

4-4. Briefly describe the typical content included in a
job description.
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4-5. Explain how you would conduct a job analysis.
4-6. Differentiate between competency-based job 

analysis and an analysis that is based on job 
descriptions and specifications. What are the 
benefits of competency-based job analysis?

4-7. Explain how you would create a job 
requirements matrix for a job.

4-8. What is employee engagement? Explain how job 
specifications can be written to include employee
engagement requirements.

INDIVIDUAL AND GROUP ACTIVITIES

4-9. Working individually or in groups, obtain copies of 
job descriptions for clerical positions at the college 
or university where you study, or the firm where 
you work. What types of information do they 
contain? Do they give you enough information 
to explain what the job involves and how to do it? 
How would you improve on the description?

4-10. Working individually or in groups, use O*NET 
to develop a job description for your professor
in this class. Based on that, use your judgment 
to develop a job specification. Compare your 
conclusions with those of other students or 
groups. Were there any significant differences? 
What do you think accounted for the differences?

4-11. The PHR and SPHR Knowledge Base, found 
in Appendix A, lists the knowledge someone

studying for the HRCI certification exam
needs to have in each area of human resource 
management (such as in Strategic Management, 
Workforce Planning, and Human Resource 
Development). In groups of four to five students,
do four things: (1) review Appendix A; 
(2) identify the material in this chapter that 
relates to the required knowledge Appendix A
lists; (3) write four multiple-choice exam
questions on this material that you believe
would be suitable for inclusion in the HRCI
exam; and (4) if time permits, have someone
from your team post your team’s questions in
front of the class, so that students in all teams 
can answer the exam questions created by the
other teams.

MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

4-12. Why, in summary, should managers think of staffing, training, appraising, and 

paying employees as a talent management process?

4-13. Do you think companies can really do without detailed job descriptions? 

Why or why not?

25 people, led by two managers, with 19 tenured employ-
ees. The company also has four outsourced IT technicians. 
Last year, TSS opened the French office; over the next year,
the company plans to open another in Turin, Italy, and then
expand to other European regions where opportunities are
growing.

John’s first task is to write job descriptions for two ge-
neric posts, which will be opened in each new office; the
descriptions are to be written in English.

John graduated from a British university with a degree
in human resource management. It was there that he met 
Marie, a French Erasmus student. Marie had wanted to 
go back home, so John had secured a job in a recruitment 
agency in Marseille, France.

The agency, Talent Spotting Spectrum (TSS), is head-
quartered in Barcelona and Madrid (Spain). It is an HR con-
sulting agency specializing in the recruitment and selection 
of international staff and sales staff. TSS has a workforce of 

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Recruiting in Europe
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•  Advertise job opportunities on the different TSS 
websites and find résumés that have been posted on 
others

Questions
4-14. Referring to the duties listed above, enumerate the

competencies required for each job.

Source: Data collated by Claire Mennessier, Charlotte Morel, and 
Estelle Seban, www.talentsearchpeople.com.

The Jobs
Accounts Manager:

• Analyze new business opportunities
• Deliver formal business presentations
• Manage a team of HR consultants
• Select, interview, and present candidates to clients

HR Consultant:
• Find the right person to match requirements
• Maintain excellent relations with clients

The Job Description

Based on her review of the stores, Jennifer concluded that
one of the first matters she had to attend to involved develop-
ing job descriptions for her store managers.

As Jennifer tells it, her lessons regarding job descriptions
in her basic management and HR management courses were 
insufficient to convince her of the pivotal role job descrip-
tions actually play in the smooth functioning of an enterprise. 
Many times during her first few weeks on the job, Jennifer
found herself asking one of her store managers why he was
violating what she knew to be recommended company poli-
cies and procedures. Repeatedly, the answers were either “Be-
cause I didn’t know it was my job” or “Because I didn’t know 
that was the way we were supposed to do it.” Jennifer knew 
that a job description, along with a set of standards and pro-
cedures that specified what was to be done and how to do it, 
would go a long way toward alleviating this problem.

In general, the store manager is responsible for direct-
ing all store activities in such a way that quality work is 
produced, customer relations and sales are maximized, and
profitability is maintained through effective control of labor, 

supply, and energy costs. In accomplishing that general aim, 
a specific store manager’s duties and responsibilities include
quality control, store appearance and cleanliness, customer 
relations, bookkeeping and cash management, cost control 
and productivity, damage control, pricing, inventory control, 
spotting and cleaning, machine maintenance, purchasing,
employee safety, hazardous waste removal, human resource
administration, and pest control.

The questions that Jennifer had to address follow.

Questions
4-15. What should be the format and final form of the

store manager’s job description?
4-16. Is it practical to specify standards and procedures 

in the body of the job description, or should these
be kept separate?

4-17. How should Jennifer go about collecting the
information required for the standards, procedures,
and job description?

4-18. What, in your opinion, should the store manager’s 
job description look like and contain?

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company

EXPERIENTIAL EXERCISE
The Instructor’s Job Description

Purpose: The purpose of this exercise is to give 
you experience in developing a job description, by 
developing one for your instructor.

Required Understanding: You should understand the
mechanics of job analysis and be thoroughly familiar
with the job analysis questionnaires. (See Figures 4.4
and 4.10.)

How to Set Up the Exercise/Instructions: Set up
groups of four to six students for this exercise. As in all 
exercises in this book, the groups should be separated
and should not converse with each other. Half of the 
groups in the class will develop the job description
using the job analysis questionnaire (Figure 4.4), and
the other half of the groups will develop it using the job 

description questionnaire (Figure 4.8). Each student 
should review his or her questionnaire (as appropriate)
before joining his or her group.

4-19.  Each group should do a job analysis of the 
instructor’s job: Half of the groups will use 
the Figure 4.4 job analysis questionnaire for
this purpose, and half will use the Figure 4.8
job description questionnaire.

4-20.  Based on this information, each group will
develop its own job description and job 
specification for the instructor.

4-21.  Next, each group should choose a partner 
group, one that developed the job descrip-
tion and job specification using the alternate 
method. (A group that used the job analysis 
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questionnaire should be paired with a group
that used the job description questionnaire.)

4-22. Finally, within each of these new combined 
groups, compare and critique each of the two 
sets of job descriptions and job specifica-
tions. Did each job analysis method provide

different types of information? Which seems 
superior? Does one seem more advantageous 
for some types of jobs than others?
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OVERVIEW:  
In this chapter, we will cover . . .

■ WORKFORCE PLANNING AND FORECASTING

■ WHY EFFECTIVE RECRUITING IS IMPORTANT

■ INTERNAL SOURCES OF CANDIDATES

■ EMPLOYEE ENGAGEMENT GUIDE FOR 
MANAGERS: Internal Recruitment and 
Promotion-from-Within

■ OUTSIDE SOURCES OF CANDIDATES

■ RECRUITING A MORE DIVERSE WORKFORCE

■ DEVELOPING AND USING APPLICATION FORMS

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

1. Explain the main techniques used in employment planning 
and forecasting.

2. Answer the question: “Why is effective recruiting important?”
3. Name and describe the main internal sources of candidates.
4. Discuss a workforce planning method you would use to 

improve employee engagement.
5. List and discuss the main sources of outside candidates.
6. Explain how to recruit a more diverse workforce.
7. Discuss the main issues to address in developing 

application forms.
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INTRODUCTION

Marlene was wondering what to do. As sales manager for Epoch Holdings, she
was responsible for leading a sales team to sell real estate and condominium 
apartments. The problem was that most of the salesperson candidates the HR
department sent her simply didn’t fill the bill. How could she get some good 
candidates without violating the company’s HR policies? We’ll see what she did.

Job analysis identifies the duties and human requirements of each of the 
company’s jobs. The next step is to decide which of these jobs you need to fill,
and to recruit and select employees for them.

The recruiting and selecting process can be envisioned as a series of hurdles, 
illustrated in Figure 5.1. Specifically, this process requires:

1. Deciding what positions to fill, through workforce/personnel planning and 
forecasting.

2. Building a pool of candidates for these jobs, by recruiting internal or external 
candidates.

3. Having candidates complete application forms and perhaps undergo initial s
screening interviews.

4. Using selection tools like tests, background investigations, and physical s
exams to screen candidates.

5. Deciding to whom to make an offer, by having the supervisor and perhaps 
others interview the candidates.w

This chapter focuses on personnel planning and on recruiting employees.
Chapter 6 addresses selection tests, background checks, physical exams, and
interviews.

FIGURE 5.1
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Candidates

The recruitment and selection process is a series of hurdles aimed at selecting the best candidate for the job.

Candidate

becomes
employee

LEARNING OBJECTIVE 1 

Explain the main 
techniques used in 
employment planning 
and forecasting.
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workforce (or employment  
or personnel) planning
The process of deciding what 
positions the firm will have to fill, 
and how to fill them.

Source: Andresr/Shutterstock.

WORKFORCE PLANNING  
AND FORECASTING
Workforce (or employment or personnel) planning is the process of deciding what pog -
sitions the firm will have to fill, and how to fill them. Its aim is to identify and address the 
gaps between the employer’s workforce today, and the firm’s projected workforce needs.

Example The consulting firm Towers Watson’s workforce planning system illus-
trates the workforce planning process.1 First, Towers Watson reviews the client’s busi-
ness plan and workforce data (for instance on how sales influences staffing levels). This
helps the parties to project and to better understand how business plan changes may 
influence the client’s headcount and skills requirements. Second, Towers Watson and the
client identify what positions the firm will have to fill and potential workforce gaps. For
instance, they make workforce supply and demand projections; this helps them to better 
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understand what new future positions they’ll have to fill, and what current employees 
may be promotable into those positions with proper training. Third, they develop a 
workforce strategic plan roadmap; here they prioritize key workforce gaps (What posi-
tions will have to be filled, who do we have who can fill them, what outside recruiting 
will we have to do, and what training will the new employees require?) and identify 
specific plans for filling those gaps. Finally, they execute and measure the effects of the
workforce plan, by implementing the changes (for instance, new recruiting and training 
programs), and by using various metrics to monitor the process. Towers Watson clients 
can use its special software (which it calls MAPS) to facilitate their workforce planning 
process. MAPS contains dashboards (see the following four exhibits). The manager uses 
these to monitor key recruitment metrics, to conduct a detailed analysis of the client’s 
current workforce and historical workforce trends, and a workforce projection showing
projected employment and skill levels given the “status quo.”

Workforce planning embraces all future positions, from maintenance clerk to CEO.
However, we’ll see that most firms call the process of deciding how to fill executive jobs
succession planning.2

succession planning
The ongoing process of systemati-
cally identifying, assessing, and 
developing organizational leadership 
to enhance performance.

Strategy and Workforce Planning
As in the Towers Watson example, workforce/employment planning is best thought of 
as an outgrowth of the firm’s strategic and business planning processes (see Figure 5.2). 
For example, plans to enter new businesses, to build new plants, or to reduce activities 
all influence the number of and types of positions to be filled. At the same time decisions
regarding how to fill these positions will have to be integrated with other aspects of the 
firm’s HR plans, for instance, with plans for appraising and training current and new 
employees. For example, with IBM transitioning from supplying hardware to software 
and consulting, many current employees’ skills will be obsolete.3 IBM’s human resource 
executives therefore reviewed with other executives, “What sorts of skills and competen-
cies will we need to execute our strategic plans?”4 They then put in place development 
and recruitment plans to address those needs.

Like any good plans, employment plans are built on forecasts—basic assumptions 
about the future. One fundamental employment planning decision will be whether to 
fill projected openings internally (with current employees) or externally (by bringing in 
new people). Therefore, in planning for employment requirements, you will usually need 
three sets of forecasts: one for personnel needs (demand), one for the supply of inside 
candidates, and one for the supply of outside candidates. Then the manager will identify 
supply–demand gaps, and develop action plans to fill the projected gaps. We will start 
with forecasting personnel needs/demand.

Source: © Towers Watson 2012 Used with permission.
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Forecasting Personnel Needs (Labor Demand)
Managers should consider several factors when forecasting personnel needs. From a 
practical point of view, the demand for your product or service is paramount. Thus, in a 
manufacturing firm, sales are projected first. Then the volume of production needed to 
meet the sales requirements is determined. Finally, the staff needed to maintain this vol-
ume of output is estimated. In addition to production or sales demand, the manager will
also have to consider several factors, such as projected turnover, decisions to upgrade the
quality of products or services, technological changes resulting in increased productivity, 
and the financial resources available to your department.

As an example, when Dan Hilbert joined Valero Energy as its new staffing director, 
he reviewed Valero’s employee demographics, growth plans, and turnover history. He
discovered that projected employment shortfalls were four times what Valero could fill 
with its current recruitment procedures. He formulated new personnel plans for boost-
ing employee retention and recruiting and screening more candidates.5

As at Valero, a company’s staffing needs reflect demand for its products or services, 
adjusted for changes the firm plans to make in its strategic goals and for changes in
its turnover rate and productivity.6 Forecasting workforce demand therefore starts with
estimating what the demand will be for your products or services. Short term, for ex-
ample, retailers track daily sales trends because they know, for instance, that Christmas 
produces a need for additional store staff.7

Longer term, managers will peruse industry publications and economic forecasts, to
try to get a sense for future demand. Such future predictions won’t be precise, but should 
help you address the potential changes in demand.

The basic process for forecasting personnel needs is to forecast revenues first. Then
estimate the size of the staff required to support this sales volume. However, managers 
must also consider strategic factors. These include projected turnover, decisions to up-
grade (or downgrade) products or services, productivity changes, financial resources, 
and (as at IBM) decisions to enter or leave businesses.

The basic tools for projecting personnel needs include trend analysis, ratio analysis, 
and the scatter plot. Trend analysis means studying variations in the firm’s employment
levels over the past few years. For example, compute the number of employees at the end 
of each of the last five years in each subgroup (like sales, production, and administrative) 
to identify trends.

trend analysis
Study of a firm’s past employment 
needs over a period of years to 
predict future needs.

FIGURE 5.2
Linking Employer’s 
Strategy to Personnel 
Plans
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Trend analysis provides an initial rough estimate of future staffing needs. However, 
employment levels rarely depend just on the passage of time. Other factors (like produc-
tivity, for instance), will influence impending workforce needs.

Another simple approach, ratio analysis, means making forecasts based on the his-
torical ratio between (1) some causal factor (like sales volume) and (2) the number of 
employees required (such as number of salespeople). For example, suppose a salesperson 
traditionally generates $500,000 in sales. If the sales revenue to salespeople ratio remains 
the same, you would require six new salespeople next year (each of whom produces an
extra $500,000) to produce a hoped-for extra $3 million in sales.

Like trend analysis, ratio analysis assumes that things like productivity remain about the
same. If sales productivity were to rise or fall, the ratio of sales to salespeople would change.

A scatter plot shows graphically how two variables—such as sales and your firm’s 
staffing levels—are related. If they are, then if you can forecast the business activity (like 
sales), you should also be able to estimate your personnel needs.

For example, suppose a 500-bed hospital expects to expand to 1,200 beds over the 
next five years. The human resource director wants to forecast how many registered
nurses they’ll need. The human resource director realizes she must determine the rela-
tionship between hospital size (in number of beds) and number of nurses required. She 
calls eight hospitals of various sizes and finds this:

Size of Hospital (Number of Beds) Number of Registered Nurses

200 240

300 260

400 470

500 500

600 620

700 660

800 820

900 860

Figure 5.3’s graph compares hospital size and number of nurses. If the two are re-
lated, then the points you plot (from the data above) will tend to fall on a straight line, 
as here. If you carefully draw in a line to minimize the distances between the line and 
each one of the plotted points, you will be able to estimate the number of nurses needed
for each hospital size. Thus, for a 1,200-bed hospital, the human resource director would
assume she needs about 1,210 nurses.

scatter plot
A graphical method used to help 
identify the relationship between 
two variables.

ratio analysis
A forecasting technique for deter-
mining future staff needs by using 
ratios between, for example, sales 
volume and number of employees 
needed.

FIGURE 5.3
Determining the 
Relationship between 
Hospital Size and Number 
of Nurses

Note: After fitting the line, you 
can project how many employees
you’ll need, given your projected 
volume.
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Note that while simple, tools like scatter plots have drawbacks.8

1. Historical sales/personnel relationships assume that the firm’s existing processes 
and skill needs will continue as is.

2. They tend to reward managers for adding employees, irrespective of the
company’s needs.

3. They tend to institutionalize existing ways of doing things, even in the face
of change.

Improving Performance through HRIS
Computerized Personnel Forecasting

Computerized forecasts enable managers to build more variables into their personnel
projections.9 For example, at Chelan County Public Utility District, the development 
manager built a statistical model encompassing such things as employee age, tenure,
turnover rate, and time to train new employees. This helped them identify five occupa-
tional “hotspots” among 33 occupational groups at their company. This prompted them 
to focus more closely on creating plans to retain and hire, for instance, more systems 
operators.10

Computerized systems and Excel spreadsheets quickly translate estimates of pro-
jected productivity and sales levels into forecastable personnel requirements. Many firms 
particularly use computerized employee forecasting systems for estimating short-term 
needs. For example, labor scheduling systems help retailers estimate required staffing 
needs based on weather forecasts and estimated store traffic.11

Managerial Judgment

Few historical trends, ratios, or relationships will continue unchanged into the future.
Judgment is thus needed to modify the forecast. Important factors that may modify your 
initial forecast of personnel requirements include decisions to upgrade quality or enter 
into new markets; technological and administrative changes resulting in increased pro-
ductivity; and financial resources available, for instance a projected budget crunch.

Forecasting the Supply of Inside Candidates
The personnel demand forecast only provides half the staffing equation, by answering
the question: “How many employees in what positions will we need?” Next, the manager 
must forecast the supply of inside and outside candidates.y

Workforce planning 
begins with forecasting 
workforce needs. For 
example, if a hospital 
administrator expects
to expand a 500-bed 
hospital to 1,200 beds 
over the next five years,
forecasting how many 
registered nurses they’ll 
need is critical.
Source: OJO Images/Getty Images.
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Most firms start with possible inside candidates. The main task here is determining 
which current employees are qualified or trainable for the projected openings. Depart-
ment managers or owners of smaller firms can use manual devices to track employee 
qualifications (or will simply know who can do what). For example, you can create your
own personnel skills inventory and development record form.12 For each current employee,
list the person’s skills, education, company-sponsored courses taken, career and develop-
ment interests, languages, desired assignments, and other relevant experiences. Simple
computerized skills inventory systems are also available. Personnel replacement charts
(Figure 5.4) are another option, particularly for the firm’s top positions. They show the 
present performance and promotability for each position’s potential replacement. As an 
alternative, you can develop a position replacement card. For this you create a card for 
each position, showing possible replacements as well as their present performance, pro-
motion potential, and training.

Larger firms obviously can’t track the qualifications of hundreds or thousands of 
employees manually. They therefore computerize this information, using various pack-
aged software systems. These enable employers to collect and compile employee skills 
information in real time via online employee surveys. Such programs help manage-
ment anticipate staffing and skills shortages, and thereby facilitate workforce planning,
recruitment, and training plans.13

The usual process is for the employee, the supervisor, and human resource manager 
to enter information about the employee’s background, experience, and skills via the 
system. Then, when a manager needs a person for a position, he or she uses key words to 
describe the position’s specifications (for instance, in terms of education and skills). The 
computerized system then produces a list of qualified candidates. Computerized skills 
inventory data typically include items like work experience codes, product knowledge, the 
employee’s level of familiarity with the employer’s product lines or services, the person’s y
industry experience, formal education, industry experiences, foreign language skills, relo-
cation limitations, career interests, and r performance appraisals.

As the user of one such system said, it “allows us to track and assess the talent pool 
and promote people within the company. Our latest metrics show that 75% of key open-
ings are fulfilled by internal candidates. The succession module helps us to identify who
the next senior managers could be and build development plans to help them achieve
their potential.”14

personnel replacement charts
Company records showing present 
performance and promotability of
inside candidates for the most 
important positions.

position replacement card
A card prepared for each position 
in a company to show possible 
replacement candidates and their 
qualifications.

FIGURE 5.4
Management 
Replacement Chart 
Showing Development 
Needs of Potential Future 
Divisional Vice Presidents
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The Matter of Privacy

The employer should control the personal data stored in the organization’s data banks, 
and all managers must be vigilant about protecting employees’ privacy, for several rea-
sons.15 First, is the volume of employee information in most employer data banks. Sec-
ond, legislation such as the Health Insurance Portability and Accountability Act gives
employees legal rights regarding who has access to information about them.16 Internet 
access makes it relatively easy for more people to access the firm’s computerized files.17

Pfizer Inc. lost personal data on about 17,000 current and former employees this way.18

Solutions include the need for password-protected folders.19 Figure 5.5 summarizes 
guidelines for keeping employee data safe.

Markov Analysis

Employers also use a mathematical process known as Markov analysis (or “transition 
analysis”) to forecast availability of internal job candidates. Markov analysis involves cre-
ating a matrix that shows the probabilities that employees in the chain of feeder positions 
for a key job (such as from junior engineer, to engineer, to senior engineer, to engineer-
ing supervisor, to director of engineering) will move from position to position and there-
fore be available to fill the key position.

Forecasting the Supply of Outside Candidates
If there will not be enough inside candidates to fill anticipated openings (or you want
to go outside for another reason), you will probably focus next on projecting supplies of 
outside candidates—those not currently employed by your organization. This can help
the manager better assess and adjust for the challenges he or she may face in finding 
enough qualified external candidates.

Forecasting what the workforce availability will be depends first on the manager’s
own sense of what’s happening in his or her industry and locale. For example, falling 
unemployment rates recently suggested that finding good candidates might be getting
tougher.20 The manager then supplements such observations with formal economic pro-
jections, for instance, from the U.S. Congressional Budget Office (www.cbo.gov/) and 
the Bureau of Labor Statistics (www.bls.gov/news.release/ecopro.toc.htm). Your plan-
ning may also require forecasting specific occupations. O*NET (discussed in Chapter 4) 
reports projections for most occupations. The U.S. Bureau of Labor Statistics publishes 
annual occupational projections, as at www.bls.gov/emp/ep_pub_occ_projections.htm.

With more jobs technology-based, many applicants will lack the necessary skills 
such as in math and teamwork; the manager will therefore have to factor such things as 
training and development into the workforce plan.21

Predictive Workforce and Talent Management
Recall that Valero Energy almost lacked sufficient time to implement a plan to address
replacing employees who would soon retire. Best talent management practice therefore 
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FIGURE 5.5

Keeping Data Safe

Source: Taken from an interview 
with Linda Foley, co-founder 
of the ITRC. Published in 
“Safeguarding HR Information” 
by Dan Caterinicchia, in HR 
Magazine, November 2005.
Copyright © 2005 by the 
Society for Human Resource
Management, Alexandria, VA.

Since intruders can strike from outside an organization or from within, HR departments 

can help screen out potential identity thieves by following four basic rules:

•  Perform background checks on anyone who is going to have access to personal

      information. 

•   If someone with access to personal information is out sick or on leave, don’t hire

    a temporary employee to replace him or her. Instead, bring in a trusted worker

    from another department.

•    Perform random background checks such as random drug tests. Just because 

      someone passed 5 years ago doesn’t mean their current situation is the same.

•    Limit access to information such as SSNs, health information, and other 

     sensitive data to HR managers who require it to do their jobs.

www.cbo.gov/
www.bls.gov/news.release/ecopro.toc.htm
www.bls.gov/emp/ep_pub_occ_projections.htm
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requires paying continuous attention to workforce planning issues. Managers call this 
predictive workforce monitoring. For example, Intel Corporation conducts semiannual 
“Organization Capability Assessments.” The staffing department works with the firm’s 
business heads twice a year to assess workforce needs—both immediate and up to two 
years in the future.22 Amerada Hess has an Organizational Capability (OC) group to 
monitor and predict workforce attrition (such as retirement age, experience, education, 
etc.) and likely talent requirements. The group “considers how each line of business 
is evolving, examines what jobs at Hess will look like in the future, identifies sources 
for procuring the best talent, and assists in developing current and newly hired em-
ployees.”23 The accompanying HR Practices around the Globe feature shows another
example. Then the Management Skills feature provides some practical advice.

Building Your Management Skills: Developing an Action Plan
to Match Projected Labor Supply and Labor Demand

Workforce planning should logically culminate in a workforce plan. This lays
out the employer’s projected workforce skills gaps, as well as plans for filling
these gaps.

Such a plan contains several elements. It should summarize what positions 
and skills you will need (workforce demand), based on your workforce demand
analysis. Then summarize the workforce supply, including internal candidates 
for the new positions. Then for each projected position (or group of positions)
itemize the personnel and skills gaps, and then your plans for eliminating those 
gaps and filling the positions. At a minimum your plan should therefore identify 
positions to be filled; potential internal and external sources for these positions;
personnel replacement charts and/or position replacement cards for these posi-
tions; the training, development, and promotions moving people into the posi-
tions will entail; and the resources that implementing the plan will require, for 
instance in recruiter fees, estimated training costs, relocation costs, and inter-
view expenses.25

The manager will find illustrative workforce plans on the Web (type sample 
workforce plan into the Google search box). One typical plan contains workforce 
projections, discussions of how to close skills gaps, and then presents actual specific 
recruiting and other workforce plans on pages.26

Managers use the narrower term staffing plan to specify the personnel required
to staff a specific project (such as constructing a new building).27

HR PRACTICES AROUND THE GLOBE

Predicting Labor Needs

Valero Energy created a “labor supply chain” for improving
the efficiency of its workforce planning, recruiting, and hiring
process. It includes a statistical tool that predicts Valero’s la-
bor needs based on past trends. And, it includes computer 
screen “dashboards” that show how components in the staff-
ing chain, such as ads placed on job boards, are performing 

according to cost, speed, and quality. Before implementing the
labor supply chain system, it took 41 pieces of paper to bring 
on board an employee and more than 120 days to fill a posi-
tion; each hire cost about $12,000. The new system eliminated 
most of the paper forms needed to hire an employee, time-to-
fill fell below 40 days, and cost per hire dropped to $2,300.24

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following: Explain how 
Valero might use the Towers Watson workforce planning process on pages 147–148.

www.mymanagementlab.com
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WHY EFFECTIVE RECRUITING IS IMPORTANT
Assuming the company authorizes the manager to fill a position, the next step is to build, 
through recruiting, an applicant pool. Employee recruiting means finding and/or atg -
tracting applicants for the employer’s open positions.

Recruiting is important. If only two candidates apply for two openings, you may 
have little choice but to hire them. But if 10 or 20 applicants appear, you can use tech-
niques like interviews and tests to screen out all but the best.

Even when unemployment rates were very high recently, two-thirds of the manu-
facturers in one survey faced a “moderate to severe shortage of skilled labor.”28 A Lloyd’s
of London risk index listed “talent and skill shortages” as the number 2 risk facing busi-
nesses today (“loss of customers” was number 1).29 With manufacturing jobs increasingly 
high-tech, the available jobs require more math and science than most applicants pos-
sess.30 The head of media at a Web-design company with 85 employees in New York said
he had 10 openings because he couldn’t find enough qualified applicants.31 He ended up
hiring virtual independent contractors, who worked, for instance, from Greece.

Effective recruiting is not easy. First, some recruiting methods are superior to others,
depending on the job. Second, recruiting depends on nonrecruitment issues such as pay 
scales.32 Third, employment law prescribes what you can do.33 See the accompanying
Know Your Employment Law  feature.

The Recruiting Yield Pyramid
Filling even a few positions might require recruiting dozens or hundreds of candidates. 
Managers therefore use a recruiting yield pyramid, as shown in Figure 5.6, to gauge the
magnitude of the staffing issues it needs to address. In Figure 5.6, the company knows it 
needs 50 new entry-level accountants next year. From experience, the firm also knows
the following:

• The ratio of offers made to actual new hires is 2 to 1.

• The ratio of candidates interviewed to offers made is 3 to 2.

• The ratio of candidates invited for interviews to candidates interviewed is about 4 to 3.

• Finally, the firm knows that of six leads that come in from all its recruiting sources, 
it typically invites only one applicant for an interview—a 6-to-1 ratio.

Therefore, the firm must generate about 1,200 leads to be able to invite in 200 viable 
candidates of which it interviews about 150, and so on.

However, it is not just recruiting but effective recruiting that is important. For ex-
ample, consider the results of one study of college recruiter effectiveness.34 Subjects were 
41 graduating students from a northeastern university. The students were questioned 

 Watch It
How does a company actually do workforce planning? If your professor has 
chosen to assign this, go to www.mymanagementlab.com to watch the 
video Gawker Media: Personnel Planning and Recruiting and then answer the 
questions to show what you’d do in this situation.

LEARNING OBJECTIVE 2 

Answer the question: 
“Why is effective 
recruiting important?”

FIGURE 5.6
Recruiting Yield Pyramid

200

150

100

50

Leads generated (6:1)
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New hires

1,200

employee recruiting
Finding and/or attracting applicants 
for the employer’s open positions.

recruiting yield pyramid
The historical arithmetic relation-
ships between recruitment leads and 
invitees, invitees and interviews, in-
terviews and offers made, and offers 
made and offers accepted.

www.mymanagementlab.com


156   PART 2 • STAFFING: WORKPLACE PLANNING AND EMPLOYMENT 

twice during their spring semester, once just after they’d had their first round of inter-
views with employers, and once after their second round of interviews.

The quality of the firm’s recruiting process had a big impact on what candidates 
thought of the firm. For example, when asked after the initial job interview why they 
thought a particular company might be a good fit, all 41 mentioned the nature of the job; 
however, 12 also mentioned the impression made by the recruiters themselves. Unfor-
tunately, the reverse was also true. When asked why they judged some firms as bad fits,
39 mentioned the nature of the job, but 23 said they had been turned off by recruiters.
For example, some were dressed sloppily; others were “barely literate”; some were rude; 
and some made offensive comments. All these recruiters, needless to say, were ineffectual
recruiters for the firms.

Developing the Brand
Similarly, the employer should build its brand or reputation amongst potential appli-
cants. Most obviously, it is futile to recruit if the employer’s reputation is that it’s an awful 
place to work.

How does the employer want others to see it as a place to work? The branding often 
focuses on what it’s like to work at the company, including company values, and the work 
environment the employer fosters.35 GE for instance stresses innovation (hiring “bright,
interesting people working together on new and exciting projects”).36 Others stress that 
they are environmentally or socially responsible: “People who desire to have a positive and 
significant impact through their work are much more possibly influenced by recruitment 
messages communicating strong [social and environmental responsibility] values.”37

KNOW YOUR EMPLOYMENT LAW

Preemployment Activities

As we explained in Chapter 2, numerous federal, state, and local laws and court decisions 
restrict what employers can and cannot do when recruiting job applicants. For example, 
employers can’t rely on word-of-mouth dissemination of information about job oppor-
tunities when its workforce is substantially all white or all members of some other class 
such as all female or all Hispanic. It is unlawful to give false or misleading information 
to members of any group, or to fail or to refuse to advise them of work opportunities and 
the procedures for obtaining them.

In practice, “the key question in all recruitment procedures is whether the method limits 
qualified applicants from applying.”38 So, for example, gender-specific ads that call for “bus-
boy” or “firemen” would obviously raise red flags.39 The bottom line: avoid limiting recruit-
ment efforts to just one recruitment method; use multiple sources to reach out as widely as 
possible; and don’t do anything to illegally limit classes of people from applying. ■
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The Supervisor’s Role

Line and staff cooperation in recruitment is essential. The human resource manager 
charged with filling an open position is seldom very familiar with the job itself. He or she 
will therefore work with the supervisor to ascertain what the job really entails and its job 
specifications, as well as informal things like how the team gets along.

INTERNAL SOURCES OF CANDIDATES
Although recruiting may bring to mind LinkedIn, employment agencies, and classified g
ads, internal sources—in other words, current employees or “hiring from within”—are
often the best source of candidates. Internal recruiting is increasingly popular. For ex-
ample, Cisco Systems uses its proprietary Talent Connection program to seek qualified 
internal Cisco employees who may not be actively seeking jobs.40

Filling open positions with inside candidates has several advantages. First, there is 
really no substitute for already knowing a candidate’s strengths and weaknesses. Current 
employees may also be more committed to the company. d Morale and engagement may 

LEARNING OBJECTIVE 3
Name and describe the 
main internal sources 
of candidates.

 B A S E

K
N

O

WLED
G

E 

 B A S E

K
N

O

WLED
G

E 



CHAPTER 5 • PERSONNEL PLANNING AND RECRUITING     157

rise if employees see their colleagues promoted for loyalty and competence. And inside
candidates should require less orientation and (perhaps) training than outsiders.

Yet promotion from within can also backfire. Employees who apply for jobs and 
don’t get that may become discontented; informing unsuccessful applicants as to why 
they were rejected and what remedial actions they might take to be more successful
in the future is thus essential. Similarly, many employers require managers to post job 
openings and interview all inside candidates. Yet the manager often knows ahead of time
exactly whom he or she wants to hire; requiring someone to interview a stream of often 
unsuspecting inside candidates is therefore a waste of time for all concerned. Inbreeding
is another potential drawback, if new perspectives are required.

Finding Internal Candidates
In a perfect world, the employer will adhere to formal internal-recruitment policies and 
procedures. These typically rely heavily on job posting and on the firm’s skills inventories.
Job posting means publicizing the open job to employees (usually by literally posting it g
on company intranets or bulletin boards). These postings list the job’s attributes, such as
qualifications, supervisor, work schedule, and pay rate. Qualifications skills inventories 
may reveal employees who have potential for further training, or who have the right 
background for the open job. An examination of personnel records (including applica-
tion forms) and skills inventories may uncover employees who are working in jobs below 
their educational or skill levels. It may also reveal persons who have potential for further 
training and those who already have the right background for the open jobs in question.

EMPLOYEE ENGAGEMENT GUIDE  
FOR MANAGERS
Internal Recruitment and Promotion-from-Within
It seems reasonable to assume that employees will tend to be more committed to and 
engaged in companies that actively advance the employees’ career aspirations. Therefore, 
for example, plans to develop and retain employees and promote-from-within should
tend to foster engagement, while contrary policies may erode it. Thus, as IBM shifted
from hardware to consulting, it assessed its skills gaps and instituted workforce plans 
to train current employees for new jobs; this assumedly fostered employee engagement.
Similarly, International Paper appointed a single person “to provide support to all [busi-
ness units], Staff Groups and Regions for Workforce Planning and Engagement.”41 Other 
employers, faced with strategic shifts, simply dismiss employees who don’t “fit”.

FedEx has had strong internal recruiting and promotion-from-within policies 
almost from its inception. FedEx’s commitment to promotion-from-within grew out of 
founder Frederick Smith’s belief that “when people are placed first they will provide the 
highest possible service, and profits will follow” (go to fedex.com, then to United States, 
about FedEx, FedEx overview, and then corporate philosophy).42 FedEx weaves to-
gether promotion-from-within with other policies—including annual employee attitude
surveys, employee recognition and reward programs, a leadership evaluation process, ex-
tensive employee communication, and an employee appeals process—to foster employee 
commitment and engagement. FedEx’s approach underscores the need to take an in-
tegrated approach to fostering employee engagement. For example, as we will discuss
further in Chapter 8 (Careers), effective promotion-from-within programs also require
providing the training employees need to develop their promotion potential. It also g
requires career-oriented appraisals. Here the supervisor and employee jointly link the
latter’s past performance, career preferences, and developmental needs in a formal
career plan.

Finally, as at FedEx, effective promotion-from-within requires a system for accessing 
career records and posting job openings, one that guarantees eligible employees are in-
formed of openings and considered for them. Federal Express calls its job posting system
JCATS (Job Change Applicant Tracking System). Announcements of new job openings

job posting
Publicizing an open job to employ-
ees (often by literally posting it on 
bulletin boards) and listing its attri-
butes, like qualifications, supervisor, 
working schedule, and pay rate.

LEARNING OBJECTIVE 4
Discuss a workforce 
planning method you 
would use to improve 
employee engagement.
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via this online system usually take place each Friday. All employees applying for the posi-
tion get numerical scores based on job performance and length of service. They are then
advised as to whether they were chosen as candidates.

For the manager interested in fostering his or her employees’ engagement, we can 
draw several useful guidelines from FedEx’s successful promotion-from-within system: 
show a genuine interest in your employees’ career aspirations; provide career-oriented 
appraisals; see that your employees have access to the training they need to develop 
themselves; and balance your desire to keep good employees with the benefits of helping 
them learn of and apply for other positions in your company.

OUTSIDE SOURCES OF CANDIDATES
Employers can’t always get all the employees they need from their current staff, and 
sometimes they just don’t want to. If so, they turn to outside candidates.

Informal Recruiting and the Hidden Job Market
Many (or most) job openings aren’t publicized at all; jobs are created and become avail-
able when employers serendipitously come across the right candidates. The author of 
Unlock the Hidden Job Market estimates that perhaps half of all positions are filled int -
formally (without formal recruiting).43 Similarly, one survey found that 28% of those 
surveyed found their most recent job through word-of-mouth.44

Recruiting via the Internet 45

Most employers recruit through their own websites, or use job boards (see Figure 5.7).
For example the CareerBuilder.com iPhone application lets someone search nearly 

FIGURE 5.7

Some Top Online 
Recruiting Job Boards

Source: www.quintcareers.com/
top_10_sites.html, accessed 
September 9, 2014. Used with 
permission of QuintCareers.com.

LEARNING OBJECTIVE 5
List and discuss the 
main sources of outside 
candidates.
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2 million jobs on CareerBuilder.com, the largest U.S. job site.46 Users may search for
jobs by key word, read job descriptions and salaries, save jobs to a list of favorites, and
e-mail job links to anyone on their contact list. Users may direct it to search only for jobs 
near where they are located. Increasingly, employers are using niche job boards such as 
jobsinsports.com and vetjobs.com.47

Online recruiting is getting more sophisticated.48 In China, accountants Deloitte 
Touche Tohmatsu Limited posted a virtual office tour on Weibo (similar to Twitter’s 
messaging service).49 People visiting the site can virtually enter each of the company’s of-ff
fices in Asia, walking through meeting rooms and talking virtually with local employees,
to get a feel for what working in that office is like.

Intelligent automated résumé screening is another trend. Employers have long used g
online applicant tracking software to identify likely candidates based on résumé key 
words or phrases. But basic key word screens like these won’t necessarily zero in on can-
didates who best fit the hiring employer and job. Rather than just trying to find a match
based on key words, monster.com’s new 6Sense résumé search tool aims to better “under-
stand” the applicant’s job preferences (based on things like the person’s job history) so as
to better match the applicant with the available job. Other services, such as Jobfox, have
applicants and employers complete detailed questionnaires so that (as with online dating
sites) there’s hopefully a better match.

Social Media and HR
Recruiting is also shifting from online job boards to social networking sites. In one sur-
vey, almost 90% of responding human resource and recruiting professionals planned to
use social media recruiting tools for recruiting managers and professionals.50 The prob-
lem they aim to address is that many job applications received via job boards don’t meet
the job’s qualifications. As one recruiter said, “Recruiters had to put in all this extra time 
to read applications but we didn’t get benefit from it.” Instead, this company now hires re-
cruiters who dig through social websites and competitors’ publications to find applicants 
who may not even be looking for jobs.51

Recruiters are also seeking passive candidates (people not actively looking for jobs) by 
using social networking sites such as LinkedIn Recruiter to browse members’ résumés andr
to find such passive candidates.52 One Massachusetts staffing firm uses its Facebook and 
LinkedIn pages to announce openings. Other firms use Twitter to announce job openings 
to jobseekers who subscribe to their Twitter feeds.53 Theladders.com’s Pipeline™ network-
ing tool lets recruiters maintain a dialogue with prospective job seekers even before they’re
interested in seeking a job. TalentBin searches sites such as Pinterest to find qualified tech 
workers.54 Employers such as the Mayo Clinic have social media strategies and career 
pages that establish an online presence highlighting the benefits of working for them.55

Other Online Recruiting Practices

There are many other such online tools. ResumePal (see www.jobfox.com/) is one re-
cruiting innovation. ResumePal is an online standard universal job application. Jobseek-
ers submit it to participating employers, who can then use the standardized application’s 
key words to identify viable candidates more easily.56 McDonald’s Corp. posted a series
of employee testimonials on social networking sites like Second Life to attract appli-
cants.57 Other employers simply screen through job boards’ résumé listings.58

Accountants Deloitte & Touche asked employees to make short videos describing 
their experiences with Deloitte, and put the best on YouTube.59 Monster helps employers
integrate streaming video into their job postings.60 Many employers use their Facebook 
networking site for recruiting.61 At one diversity conference, Hewitt Associates asked at-
tendees to text hewdiversity to a specific 5-digit number. Anyone texting joined Hewitt’s y
“mobile recruiting network,” periodically receiving text messages regarding Hewitt 
openings.62 The dot-jobs domain gives job seekers a one-click conduit for finding jobs
at the employers who register at www.goto.jobs. For example, applicants seeking a job at 
Disneyland can go to www.Disney.jobs, which takes them to Disney’s recruiting website. 
HireVue “lets candidates create video interviews on the fly and send them to employers 
to review, share, and compare with other applicants.”63

www.jobfox.com/
www.goto.jobs
www.goto.jobs


160   PART 2 • STAFFING: WORKPLACE PLANNING AND EMPLOYMENT 

applicant tracking systems
Online systems that help employers 
attract, gather, screen, compile, and 
manage applicants.

Virtual (fully online) job fairs are another option. Here online visitors see a similar 
setup to a regular job fair. They can listen to presentations, visit booths, leave résumés 
and business cards, participate in live chats, and get contact information from recruiters 
and even hiring managers.64 Specialist virtual fair websites include Milicruit (for former
military personnel) and Unicruit (for college students).

Pros and Cons

Online recruiting generates more responses quicker and for a longer time at less cost 
than just about any other method. But, it has two potential problems.

First, older people and some minorities are still less likely to use the Internet, so 
online recruiting may inadvertently exclude disproportionate numbers of older appli-
cants (and certain minorities). To prove they’ve complied with EEO laws, employers 
should keep track of each applicant’s race, sex, and ethnic group. The EEO says that, to
be an “applicant,” he or she must express interest in employment; the employer must have 
taken steps to fill a specific job; and the individual must have followed the employer’s 
standard application procedure.65

The second problem is that employers end up deluged with résumés. Self-screening 
helps: The Cheesecake Factory posts detailed job duties listings, so those not interested
needn’t apply. Another approach is to have job seekers complete a short online pre-
screening questionnaire, then use these to identify those who may proceed in the hiring 
process.66

Improving Performance through HRIS
Using Applicant Tracking

A deluge of applications means that just about all Fortune 500 companies and many 
others now use applicant tracking software to screen applications.67 Applicant tracking 
systems (ATS) are online systems that help employers attract, gather, screen, com-
pile, and manage applicants.68 They also provide other services, including requisi-
tions management (for monitoring the firm’s open jobs), applicant data collection 
(for scanning applicants’ data into the system), and reporting (to create various 
recruiting-related reports such as cost per hire and hire by source).69 Most systems
are from application service providers (ASPs). These basically redirect applicants from 
the employers to the ASP’s site where, for instance, they may fill out forms and take
tests.70 Major suppliers of such e-recruiting services include Automatic Data Process-
ing (ADP.com), HRSmart (hrsmart.com), Silkroad Technology (silkroad.com), and
Monster (monster.com).71

As one example, a bank uses its ATS to bump applicants who don’t meet the basic job 
requirements. It then uses phone interviews or automated interview systems to whittle 
down the applicant pool. Then its recruiters interview and send the remaining through 
the final selection process.72 One Ohio-based nursing care and assisted living facility 
company arranged to have the recruiting dashboard vendor jobs2Web integrate its 
dashboard with the employer’s applicant tracking system. The recruiting manager now 
uses the dashboard to monitor recruitment data trends on things like which recruiting 
sources are attracting the best applicants.73

Improving Online Recruiting Effectiveness

Employers can easily improve their online recruiting results. For example, most firms 
place employment information one click away from their home pages.74 Applicants can
submit their résumés online at almost all Fortune 500 firms’ websites. Fewer companies
give job seekers the option of completing online applications, although that’s what most
applicants prefer.75

Furthermore, the best Web ads don’t just transfer newspaper ads to the Web. As one 
specialist put it, “getting recruiters out of the ‘shrunken want ad mentality’ is a big prob-
lem.” The ineffective Web ad in Figure 5.8 has needless abbreviations, and doesn’t say 
much about why the job seeker should want that job.76

Now look at the effective Web ad in Figure 5.8. It provides good reasons to work 
for this company. It starts with an attention-grabbing heading and uses the extra space 
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to provide more specific job information. Many employers often include the entire job 
description.77 Ideally, the ad should provide a way (such as a checklist of the job’s human 
requirements) for potential applicants to gauge if the job is a good fit.78

Advertising
While Web-based recruiting is replacing traditional help wanted ads, print ads are still 
popular. Here employers should address two issues: the advertising medium and the ad’s 
construction.

The best medium—the local paper, The Wall Street Journal, The Economist, for
instance—depends on the positions for which you’re recruiting. For example the local
newspaper can be a good source for local blue-collar help, clerical employees, and lower-
level administrative employees. On the other hand, if recruiting for workers with special 
skills, such as furniture finishers, you’d probably want to advertise in places with many 
furniture manufacturers, such as the Carolinas. The point is to target your ads where
they’ll reach your prospective employees.

For specialized employees, advertise in trade and professional journals like American 
Psychologist, Sales Management, Chemical Engineering, and Women’s Wear Daily. Help
wanted ads in The Wall Street Journal can be good sources of middle- or senior-l
management personnel. Most of these print outlets now include online ads with the pur-
chase of print help wanted ads.

Technology lets companies be creative.79 For example, Electronic Arts (EA) includes
information about its internship program on the back of its video game manuals, helping 
it create a database of more than 200,000 potential job candidates.

Constructing (Writing) the Ad

Experienced advertisers use the guide AIDA (attention, interest, desire, action) to con-
struct ads. First, you must attract attention to the ad. Why does the ad in Figure 5.9 at-
tract attention? The phrase “next key player” helps.

Next, develop interest. For instance, “are you looking to make an impact?”
Create desire by spotlighting words such as travel orl challenge. As an example, hav-

ing a graduate school nearby may appeal to engineers and professional people.
Finally, the ad should prompt action, such as “call today.”
Job applicants view ads with more specific job information as more attractive and

more credible.80 If the job has big drawbacks, consider a realistic ad. When the New York 
City Children’s Services Administration was having problems with employee retention, it
began using these ads: “Wanted: men and women willing to walk into strange buildings 
in dangerous neighborhoods, [and] be screamed at by unhinged individuals. . . .” Real-
ism reduces applicants, but improves employee retention.81 Finally, the ad should comply 
with equal employment laws, avoiding features like “man wanted.”

FIGURE 5.8
Ineffective and Effective
Web Ads

Ineffective Ad, Recycled
from Magazine to the Web

Effective Web Ad
(Space Not an Issue)

Process Engineer Pay:

$65k–$85k/year

Immediate Need in Florida

for a Wastewater Treatment

Process Engineer. Must have

a min. 4–7 years Industrial 

Wastewater exp. Reply 

KimGD@ WatersCleanX.com

Do you want to help us make this a better world?

We are one of the top wastewater treatment companies

in the world, with installations from Miami to London

to Beijing. We are growing fast and looking for an

experienced process engineer to join our team. If you

have at least 4–7 years’ experience designing processes

for wastewater treatment facilities and a dedication to

make this a better world, we would like to hear from

you. Pay range depending on experience is $65,000–

$85,000. Please reply in confidence to KimGD@

WatersCleanX.com
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FIGURE 5.9
Help Wanted Ad That 
Draws Attention

Source: Giombetti Associates, 
Hampden, MA. Reprinted with
permission.

Are You Our Next Key Player?
PLANT CONTROLLER Northern New Jersey

Are you looking to make an impact? Can you be a strategic business partner
and team player, versus a classic, “bean counter”? Our client, a growing
Northern New Jersey manufacturer with two locations, needs a high-y energy,
self-initiating, technically competent Plant Controller. Your organizational skills
and strong understanding of general, cost, and manufacturing accounting are
a must. We are not looking for a delegator, this is a hands-on position. If you
have a positive can-do attitude and have what it takes to drive our accounting
function, read oh!

• Monthly closings, management reporting, product costing, and
annual budget.

• Accurate inventory valuations, year-end physical inventory, and
internal controls.

• 4-year Accounting degree, with 5–8 years experience in a
  manufacturing environment.

• Must be proficient in Microsoft Excel and have general computer skills
  and aptitude.

• Must be analytical and technically competent, with the leadership abilitytt
to influence people, situations, and circumstances.

If you have what it takes to be our next key player, tell us in your cover letter r,
“Beyond the beans, what is the role of a Plant Controller?” Only cover
letters addressing that question will be considered. Please indicate
your general salary requirements in your cover letter and email or fax
your resume and cover letter to:
Ross Giombetti
Giombetti Associates
2 Allen Street, P.O. Box 720PP
Hampden, MA 01036
Email: Rossgiombetti@giombettiassoc.com
Fax: (413) 566-2009

Responsibilities and Qualifications:

Employment Agencies
There are three main types of employment agencies: (1) public agencies operated by 
federal, state, or local governments; (2) agencies associated with nonprofit organizations; 
and (3) privately owned agencies.

Every state has a public, state-run employment service agency. The U.S. Department 
of Labor supports these agencies, through grants and through other assistance such as 
a nationwide job bank. The National Job Bank enables agency counselors to advise ap-
plicants about available jobs in other states as well.

Some employers have mixed experiences with public agencies. For one thing, appli-
cants for unemployment insurance are required to register and to make themselves avail-
able for job interviews. Some of these people are not interested in returning to work, so 
employers can end up with applicants who have little desire for immediate employment.
And fairly or not, employers probably view some of these local agencies as lethargic in 
their efforts to fill area employers’ jobs.

Yet these agencies are useful. Beyond just filling jobs, counselors will visit an em-
ployer’s work site, review the employer’s job requirements, and even assist the employer 
in writing job descriptions. Most states have turned their local state employment service
agencies into “one-stop” shops—neighborhood training/employment/career assessment
centers.82 At Oregon State’s centers, job seekers can use “iMatch” skills assessment soft-
ware, while employers can get up-to-date local economic news and use the center’s on-
line recruitment tools.83

Most (nonprofit) professional and technical societies, such as the Institute for Elec-
trical and Electronic Engineers (IEEE), have units that help members find jobs. Public
agencies place people such as those who are disabled.

Private employment agencies are important sources of clerical, white-collar, and
managerial personnel. They charge fees (set by state law and posted in their offices) for 

mailto:Rossgiombetti@giombettiassoc.com
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each applicant they place. Most are “fee-paid” jobs, in which the employer pays the fee. 
Use one if:

1. Your firm doesn’t have its own human resources department and feels it can’t do a
good job recruiting and screening.

2. You must fill a job quickly.
3. There is a perceived need to attract more minority or female applicants.
4. You want to reach currently employed individuals, who might feel more comfort-

able dealing with intermediaries.
5. You want to reduce the time you’re devoting to recruiting.84

Yet using employment agencies requires avoiding the potential pitfalls. For example, 
the employment agency’s screening may let poor applicants go directly to the supervisors 
responsible for hiring, who may in turn naively hire them. Conversely, improper screen-
ing at the agency could block potentially successful applicants.

To help avoid problems:

1. Give the agency an accurate and complete job description.
2. Make sure tests, application blanks, and interviews are part of the agency’s selection

process.
3. Periodically review EEOC data on candidates accepted or rejected by your firm, 

and by the agency.
4. Screen the agency. Check with other managers to find out which agencies have been 

the most effective at filling the sorts of positions you need filled. Review the Internet 
and classified ads to discover the agencies that handle the positions you seek to fill.

5. Supplement the agency’s reference checking by checking at least the final candi-
date’s references yourself.

Temporary Workers and Alternative Staffing
Employers increasingly supplement their permanent workforces with contingent or tem-
porary workers. In the recent recession, about 26% of all jobs that private-sector employ-
ers added were temporary positions, two to three times the comparable figures for the 
last two recessions. The contingent workforce isn’t limited to clerical or maintenance 
staff. It includes engineering, science, and management support occupations, such as 
temporary chief financial officers and chief executive officers.85

Every state has a public, 
state-run employment 
service agency.
Source: Mark Buckner/Newscom.
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Several things contribute to the trend toward using more temps. One is continu-
ing weak economic confidence among employers. Flexibility is a related concern, with 
more employers wanting to reduce employment levels quickly if the economic turn-
around proves short-lived.86 Another factor is the trend toward outsourcing work for 
short-term projects. For example, Makino outsources the installation of large machines
to contract firms, who in turn hire temps for the installations. Other employers use
temp agency-supplied workers to “try out” the workers before formally hiring them.

Employers can hire temp workers either through direct hires or through temporary 
staff agencies. Direct hiring involves simply hiring workers and placing them on the job. 
The employer usually pays these people directly, as it does all its employees, but classi-
fies them separately, as casual, seasonal, or temporary employees, and often pays few if 
any benefits.87 The other approach is to have a temp agency supply the employees. The 
agency handles the temp’s recruiting, screening, and payroll administration. Thus, Nike 
hired Kelly Services to manage Nike’s temp needs.

Employers have long used “temps” to fill in for employees who were out sick or on 
vacation. But they have other advantages. Their output per hour paid is higher, since 
temps usually don’t get paid days off. If the economy sags, it’s easier to let temps go. Many 
firms also use temporary hiring to try out prospective employees.88 However, temps of-ff
ten cost employers more per hour than comparable permanent workers, since the agency 
gets a fee. And some feel abused.89

To make temporary relationships successful, those supervising temps should under-
stand their concerns. In one survey, temporary workers said they were:

1. Treated in a dehumanizing and ultimately discouraging way.
2. Insecure about their employment and pessimistic about the future.
3. Worried about their lack of insurance and pension benefits.
4. Misled about their job assignments and in particular about whether temporary 

assignments were likely to become full-time.
5. “Underemployed” (particularly those trying to return to the full-time labor 

market).90

When working with temporary agencies, understand their policies. For example, 
once the supervisor signs the time sheet, it’s usually an agreement to pay the agency’s 
fees. What is the policy if the client wants to hire one of the agency’s temps as a perma-
nent employee? How does the agency plan to recruit employees? Checking a temporary 
agency’s references and listing with the Better Business Bureau is advisable.91

KNOW YOUR EMPLOYMENT LAW

Contract Employees

Several years ago, federal agents rounded up about 250 illegal “contract” cleaning work-
ers in 60 Walmart stores. The raid underscores the need to understand the status of the
contract employees who work on your premises handling activities like security or after-
hours store cleaning.92 The fact that they actually work for a temp agency is no excuse.
Generally, with certain limited exceptions, employees of temporary staffing firms work-
ing in an employer’s workplace are considered employees both of the agency and of the 
employer.93

The employer’s liability depends on the degree to which its supervisors control the 
temp employee’s activities, so the more the agency does the better. For example, have the
staffing agency handle training, and negotiate and set pay rates with the temp.

Employers can take other steps. The employer should require the staffing agency to
follow the employer’s background checking process, and to assume the legal risks if the 
employer and agency are jointly responsible. Carefully track how many temporary em-
ployees the employer has. Supervise temporary employees with care if they may have ac-
cess to your firm’s intellectual property and computer systems.94 Do not treat temporary 
workers as “employees”, for instance in terms of business cards, employee handbooks, or 
employee ID badges.95 ■
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Temporary employees are examples of alternative staffing—basically, the use of 
nontraditional recruitment sources. Other alternative staffing arrangements include “in-
house temporary employees” (people employed directly by the company, but on an ex-
plicit short-term basis) and “contract technical employees” (highly skilled workers like 
engineers, who are supplied for long-term projects under contract from an outside tech-
nical services firm).

Offshoring and Outsourcing Jobs
Rather than bringing people in to do the company’s jobs, outsourcing and offshoring 
send the jobs out. Outsourcing means having outside vendors supply services (such as g
benefits management or manufacturing) that the company’s own employees previously 
did in-house. Offshoring means having outside vendors or employeesg abroad supply serd -
vices that the company’s own employees previously did in-house.

Employees, unions, legislators, and even many business owners feel that “shipping 
jobs out” (particularly overseas) is ill-advised. That notwithstanding, employers are 
sending jobs out, and not just blue-collar jobs. For example, GE’s transportation division 
shifted some mid-level drafting jobs from Pennsylvania to India.96

But doing so creates special personnel challenges. One is the likelihood of cultural 
misunderstandings (such as between your home-based customers and the employees
abroad). Others are security and information privacy concerns; the need to deal with
foreign contract, liability, and legal systems issues; and the fact that the offshore em-
ployees need special training (for instance, in using pseudonyms like “Jim” without 
discomfort).

Rising wages in Asia, coupled with reputational issues and a desire to invest more 
in local communities, is prompting employers to bring jobs back. Many U.S. employers
including Apple and Microsoft are now shifting jobs back to the United States.97

Executive Recruiters
Executive recruiters (also known as headhunters) are special employment agencies 
employers retain to seek out top-management talent for their clients. The percent-
age of your firm’s positions filled by these services might be small. However, these 
jobs include key executive and top technical positions. The employer always pays 
the fees.

There are contingent and retained executive recruiters. Members of the As-
sociation of Executive Search Consultants usually focus on executive positions 
paying $150,000 or more, and on “retained executive search.” They are paid regard-
less of whether the employer hires the executive through the search firm’s efforts. 
Contingency-based recruiters tend to handle junior- to middle-level management
job searches in the $80,000 to $160,000 range. Top recruiters (all retained) include 
Heidrick and Struggles, Egon Zehnder International, Russell Reynolds, and Spencer 
Stuart. Today, recruiter fees are dropping from the usual 30% or more of the execu-
tive’s first-year pay.

The challenge has always been finding potential candidates. Internet-based data-
bases speed up such searches. Executive recruiters are also creating specialized units 
aimed at specialized functions (such as sales) or industries (such as oil products).

Recruiters have many contacts and are relatively adept at finding qualified can-
didates who aren’t actively looking to change jobs. They can keep your firm’s name 
confidential, and can save top management’s time by building an applicant pool. The 
recruiter’s fee might actually turn out to be small when you compare it to the executive 
time saved.

The big issue is ensuring that the recruiter really understands your needs and 
then delivers properly vetted candidates. It is essential to explain completely what 
sort of candidate is required. Some recruiters also may be more interested in per-
suading you to hire a candidate than in finding one who will really do the job. Some 
“final candidates” may actually be fillers to make the recruiter’s one “real” candidate 
look better. The Management Skills feature provides some suggestions.

alternative staffing
The use of nontraditional 
recruitment sources.
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Building Your Management Skills: Working with Recruiters

Hiring and working with executive recruiters requires some caution. Guidelines 
include:98

1. Make sure the firm can conduct a thorough search. Under their ethics code, a 
recruiter can’t approach the executive talent of a former client for two years after 
completing a search for that client. Therefore, the recruiter must search from a
constantly diminishing pool.99

2. Meet the individual who will actually handle your assignment.
3. Make sure to ask how much the search firm charges. Get the agreement in

writing.100

4. Make sure the recruiter and you agree on what sort of person to hire for the 
position.

5. Ask if the recruiter has vetted the final candidates. Do not be surprised if the 
answer is, “No, I just get candidates—we don’t really screen them.”

6. Therefore never rely on any recruiter to do all the reference checking. Let themr
check the candidates’ references, but get notes of these references in writing 
from the recruiter (if possible). Recheck at least the final candidate’s references 
yourself.

7. Preferably use a recruiter who has a special expertise in your specific industry—
he or she may have the best grasp of who’s available.

Internal Recruiting

More employers today do their own management recruiting.101 They still call on execu-
tive recruiters to conduct top officer (CEO and president) and board member place-
ments, and for confidential searches. But employers ranging from General Electric to 
PepsiCo now have their own internal recruiting offices handling most of their own man-
agement recruiting. (GE reports an internal recruiting staff of about 500 people.) Time 
Warner reported saving millions of dollars per year using internal recruiting teams.102

The accompanying HR Tools feature explains what small businesses can do.

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

Recruiting 101

There comes a time in the life of most small businesses when it dawns on the owner that
new blood is needed to take the company to the next level. Should the owner personally 
recruit this person?

While most large firms don’t think twice about hiring executive search firms, small-firm 
owners will understandably hesitate before committing to a fee that could reach $40,000 
or more for a $120,000 marketing manager.

However, engaging in a search like this is not like seeking data entry clerks. There’s 
a good chance your ideal candidate isn’t reading the want ads. Many applicants may be
capable, but you will have to uncover the gem by assessing them. Chances are, you won’t
know where to place or how to write the ads; or where to search, whom to contact, or how 
to screen out the laggards who may seem like viable candidates. Even if you do, it will be 
time-consuming and will divert your attention from other duties.

If you decide to do the job yourself, consider retaining an industrial psychologist to 
spend 4 or 5 hours assessing the problem-solving ability, personality, interests, and energy
level of the two or three candidates in whom you are most interested.

Exercise special care when recruiting applicants from competing companies. Always
check to see if applicants are bound by noncompete or nondisclosure agreements. And
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Referrals and Walk-Ins
Employee referral campaigns are an essential recruiting option. Here the employer postsl
openings and requests for referrals on its website and bulletin boards. It may offer prizes 
for successful referrals. For example, at Kaiser Permanente, referring someone for one of 
its “award-eligible positions” can produce bonuses of $3,000 or more.104 The Container 
Store trains employees to recruit candidates from among the firm’s customers.

Referral’s big advantage is that it tends to generate “more applicants, more hires, and
a higher yield ratio (hires/applicants).”105 Current employees tend to provide accurate
information about their referrals because they’re putting their own reputations on the 
line. A SHRM survey found that of 586 employers, 69% said referral programs are more 
cost-effective than other recruiting practices and 80% specifically said they are more 
cost-effective than employment agencies.106

If morale is low, address that prior to soliciting referrals. Remember that relying on 
referrals may be discriminatory where a workforce is already homogeneous. And if you 
don’t hire someone’s referral, explain the reason to your employee/referrer.

Particularly for hourly workers, walk-ins—direct applications made at your office—
are a big source of applicants. Sometimes, posting a “Help Wanted” sign outside the door
may be the most cost-effective way of attracting good local applicants. Treat walk-ins 

(especially when recruiting other firms’ higher-level employees) perhaps check with an 
attorney before asking certain questions—regarding patents or potential antitrust issues, 
for instance.103

If you’re a manager with an open position to fill in a Fortune 500 company, even you 
may find you have a dilemma. You may find that your local HR office will do little recruit-
ing, other than, perhaps, placing an ad on an online job board. On the other hand, you
probably can’t place your own help wanted ads (a problem Marlene faced in this chapter’s
opening scenario). Instead, contact your colleagues in other firms: use word of mouth to
“advertise” your open position within and outside your company.

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following questions. You own a small chemical engineering company and 
want to hire a new president. Based on what you read in this chapter, how would you
go about doing so, and why?

The Container Store 
trains its employees to 
recruit new employees 
from among the firm’s
customers.
Source: David Paul Morris/Getty Images, Inc.

http://www.mymanagementlab.com
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courteously, for both the employer’s community reputation and the applicant’s self-
esteem. Many employers give every walk-in a brief interview, even if it is only to get 
information on the applicant in case a position should be open in the future. There will 
also be unsolicited applications from professional and white-collar applicants; answer all
inquiries promptly.

On-Demand Recruiting Services
On-demand recruiting services (ODRS) are recruiters who are paid by the hour or proj-
ect, instead of a percentage fee, to support a specific project. For example, when the 
human resource manager for a biotech firm had to hire several dozen people with scien-
tific degrees and experience in pharmaceuticals, she used an ODRS firm. A traditional 
recruiting firm might charge 20% to 30% of each hire’s salary. The ODRS firm charged 
by time, rather than per hire. It handled recruiting and prescreening, and left the client 
with a short list of qualified candidates.107

College Recruiting
College recruiting—sending an employer’s representatives to college campuses to pre-
screen applicants and create an applicant pool from the graduating class—is an impor-
tant source of management trainees and professional and technical employees. One study 
several years ago concluded that new college graduates filled about 38% of all externally 
filled jobs requiring a college degree.108

Good campus recruiting isn’t easy. Schedules must be set, company brochures 
printed, interviews held, and much time spent on campus. And some recruiters are un-
prepared, show little interest in the candidate, and act superior. Many don’t screen can-
didates effectively.

Employers should train recruiters in how to interview candidates, how to explain 
what the company has to offer, and how to put candidates at ease. The recruiter should 
be personable and have a record of attracting good candidates.109 GE hires 800 to 
1,000 students each year from about 40 schools, and uses teams of employees and
interns to build GE’s brand at each school. Similarly, IBM has 10 people who focus on
on-campus recruiting.110 Shell Oil reduced the list of schools its recruiters visit, using

on-demand recruiting 
services (ODRS)
Services that provide short-term spe-
cialized recruiting to support specific 
projects without the expense of 
retaining traditional search firms.

college recruiting
Sending an employer’s representatives 
to college campuses to prescreen 
applicants and create an applicant 
pool from the graduating class.

The campus recruiter
has two main goals. 
One is to determine if a
candidate is worthy of 
further consideration. The 
other is to attract good 
candidates.
Source: Klaus Vedfelt/Getty Images.
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criteria such as quality of academic program, number of students enrolled, and diver-
sity of the student body.111

The campus recruiter has two main goals. One is to determine if a candidate is 
worthy of further consideration. Usual traits to assess include communication skills,
education, experience, and technical and interpersonal skills. The other aim is to at-
tract candidates. A sincere and informal attitude, respect for the applicant, and prompt 
follow-up letters can help sell the employer to the interviewee. And employers who build 
relationships with opinion leaders such as career counselors and professors have better
recruiting results.112

Employers generally invite good candidates for an on-site visit. The invitation should 
be warm but businesslike, and provide a choice of dates. A package containing the ap-
plicant’s schedule as well as other information—such as annual reports and employee 
benefits—should be waiting for the applicant at the hotel.

Plan the interviews and adhere to the schedule. Avoid interruptions; give the candi-
date the undivided attention of each person with whom he or she interviews. Make any 
offer as soon as possible, preferably at the visit. Frequent follow-ups to “find out how the 
decision’s going” may help to tilt the applicant in your favor.

A study of 96 graduating students provides some insights. Fifty-three percent said
“on-site visit opportunities to meet with people in positions similar to those applied 
for, or with higher-ranking persons” had a positive effect. Fifty-one percent mentioned, 
“Impressive hotel/dinner arrangements and having well-organized site arrangements.” 
“Disorganized, unprepared interviewer behavior, or uninformed, useless answers” 
turned off 41%.113

Internships

Internships can be win–win situations. They can help the student hone business skills, 
learn more about the employer, and discover career preferences. And employers can use 
the interns to make useful contributions while evaluating them as possible full-time em-
ployees. About 60% of internships turn into job offers.114

Other internships are nightmares. Many interns, particularly in industries like high-
fashion and media, report long unpaid days doing menial work. The New York Times
recently quoted one company’s manager as saying “we need to hire a 22—22—22,” a 
22-year-old willing to work 22 hour days for $22,000 a year.115

Telecommuters
Telecommuters do all or most of their work remotely, often from home, using infor-
mation technology. As one example, JetBlue uses at-home agents to handle its reser-
vation needs. These “crewmembers” live around Salt Lake City and work from their 
homes. They use JetBlue-supplied computers and technology, and receive JetBlue 
training.116

Military Personnel
Returning and discharged U.S. military personnel provide an excellent source of trained
and disciplined recruits. The military has programs to facilitate soldiers finding jobs. 
The U.S. Army’s Partnership for Youth Success enables someone entering the Army to 
select a post-army corporate partner as a way to help soldiers find a job after leaving 
the Army.117

Misconceptions about veterans (for instance, that stress disorders influence job per-
formance) are generally not valid.118 The U.S. Army’s Warrior Transition Command 
website (www.wtc.army.mil/) discusses such misconceptions. Walmart has a five-year 
program guaranteeing any honorably discharged veteran who left the service in the past 
year a job.119 The website www.helmetstohardhats.org/ puts vets together with building
trades employers. The Management Skills feature provides additional recruiting guidance.

http://www.wtc.army.mil/
http://www.helmetstohardhats.org/
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Building Your Management Skills: How to Improve 
the Recruitment Effort

Recruitment costs add up fast, so managers should control recruitment costs. For 
example, Should we use this employment agency or that one?120 Is it more cost-
effective to advertise on the Web or in Sunday’s paper?

The manager can’t control what he or she can’t measure.121 Of course the most
obvious metric is, “How many applicants did we generate through each recruitment 
source?”122 However, that’s not the whole issue: the manager wants qualified, hirable
applicants; an Internet ad may generate thousands of nonviable applicants. How 
good are the applicants each source produces? Things to measure include new hire 
job performance, new hire failure rate, new hire turnover, and training success.123

(The accompanying HR as a Profit Center illustrates how one company does this.) 
A good applicant tracking system should also help compare recruiting sources, as 
we said.124

Beyond that, research reveals guidelines to improve a manager’s recruitment 
effectiveness. Specifically,125

Use sources (particularly referrals from current employees) that yield
applicants less likely to leave and more likely to be better performers.126

Provide in the ad copious information (when feasible) on the job, such as 
salary, location, and job demands.

First impressions are important. Carefully review your ads, website,
brochure, on-campus recruiting, and so on.

Provide applicants with a realistic picture of the job and organization, not 
just the positives.

Choose recruiters with strong interpersonal skills.
Again, provide specific and complete information in recruitment materials.

HR AS A PROFIT CENTER

Cutting Recruitment Costs

GE Medical hires about 500 technical workers a year to design sophisticated medi-
cal devices such as CT scanners. It has cut its hiring costs by 17%, reduced time to fill 
the positions by 20% to 30%, and cut in half the percentage of new hires who don’t
work out.127

GE Medical’s HR team accomplished this in part by applying its purchasing tech-
niques to its dealings with recruiters. For example, it told 20 recruiters that it would 
work with only the 10 best. To measure “best,” GE created measures inspired by manu-
facturing techniques, such as “percentage of résumés that result in interviews” and 
“percentage of interviews that lead to offers.” Similarly, GE Medical discovered that 
it interviews just 1% of applicants whose résumés it receives, while 10% of employee 
referrals result in actual hires. So GE Medical took steps to double the number of em-
ployee referrals. It simplified the referral forms, streamlined submission procedures, and 
added a small reward like a gift certificate for referring a qualified candidate. GE also 
upped the incentive—$2,000 if someone referred is hired, and $3,000 if he or she is a 
software engineer.

GE is also using more recruitment process outsourcers. Recruitment process outsourc-
ers are special vendors that handle all or most of an employer’s recruiting needs. They
usually sign short-term contracts with the employer, and receive a monthly fee that varies 
with the amount of actual recruiting the employer needs done. This makes it easier for an
employer to ramp up or ramp down its recruiting expenses, as compared with paying the 
relatively fixed costs of an in-house recruitment office.128 Large RPO providers include Man-
power Group Solutions, IBM, and Randstad Sourceright.129



CHAPTER 5 • PERSONNEL PLANNING AND RECRUITING     171

RECRUITING A MORE DIVERSE WORKFORCE
We saw in Chapter 2 that recruiting a diverse workforce isn’t just socially responsible. 
Given the rapid rise in minority, older worker, and women candidates, it is a necessity. 
The recruiting tools we described to this point are certainly useful for minority and other 
applicants, too. However, diversity recruiting requires some special steps.130

Recruiting Women
Given the progress women have made in excelling in professional, managerial, and mili-
tary occupations, one might assume that employers need no special recruitment efforts to 
recruit women, but that’s not necessarily the case. For example, women still face headwinds 
in certain occupations such as engineering. They also fill proportionately fewer high-level 
managerial posts, and still earn only about 70% of what men earn for similar jobs.

The most effective remedy is top management driven.131 Here the employer empha-
sizes the importance of recruiting women (as well as men), identifies gaps in the recruit-
ment and retention of women, and puts in place a comprehensive plan to attract women 
applicants. The overall aim is to show that the employer is the sort of place in which 
women want to work. For example, particularly for “nontraditional” jobs (like engineer-
ing), use the company website to highlight women now doing those jobs. Emphasize the 
employer’s mentoring program. Offer real workplace flexibility; for example, offer the 
option of staying on a partner track even while working part-time. Focus a portion of 
the recruiting effort on women’s organizations, women’s employment websites, and ca-
reer fairs at women’s colleges. Make sure benefits cover matters such as family planning
and prenatal care. Maintain a zero-tolerance sexual harassment policy.

Recruiting Single Parents
Recently, there were almost 10 million single parent families with children under 18 
maintained by the mother, about two-thirds of whom were employed. There were about 
1.25 million such families maintained by the father. Being a single parent isn’t easy, and 
recruiting and keeping them requires understanding the problems they face.132 (Of 
course many of these issues also apply to families in which both parents are struggling to 
make ends meet.) In one survey,

Many described falling into bed exhausted at midnight without even minimal time
for themselves. . . . They often needed personal sick time or excused days off to care
for sick children. As one mother noted, “I don’t have enough sick days to get sick.”133

Given such concerns, the first step in attracting and keeping single parents is to make 
the workplace user friendly.134 Surveys suggest that a supportive supervisor can go far to-
ward making the single parent’s work–home balancing act more bearable.135 Many firms
have flextime programs that provide some schedule flexibility (such as 1-hour windows 
at the beginning or end of the day). Unfortunately, for many single parents this may not
be enough. CNN even offered a “Work/Life Balance Calculator” (go to www.cnn.com and 
type balance.calculator into the search box; then choose worklife balance calculator to as-
sess how out of balance one’s life may be.136 We’ll discuss other options in Chapter 11: Pay 
for Performance and Employee Benefits.

Older Workers
When it comes to hiring older workers, employers don’t have much choice.137 The fastest-
growing labor force segment is those from 45 to 64 years old. Firms like Home Depot

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. What other tools described in this chapter could GE 
Medical use to improve recruiting efficiency?

LEARNING OBJECTIVE 6
Explain how to create a 
more diverse workforce.

http://www.mymanagementlab.com
http://www.cnn.com
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capitalize on this by hiring older employees, who “serve as a powerful draw to baby 
boomer shoppers by mirroring their knowledge and perspective.”138

It therefore makes sense for employers to encourage older workers to stay (or to 
come to work at the company). The big draw is probably to provide opportunities for 
flexible (and often shorter) work schedules.139 At one company, workers over 65 can 
progressively shorten their work schedules; another company uses “mini shifts” to ac-
commodate those interested in working less than full time. Other suggestions include 
the following:

• Phased retirement that allows workers to ease out of the workforce.

• Portable jobs for “snowbirds” who wish to live in warmer climates in the winter.

• Part-time projects for retirees.

• Full benefits for part-timers.140

As always in recruiting, projecting the right image is crucial. For example, writing 
the ad so that it sends the message “we’re older-worker friendly” is important. The most
effective ads emphasize schedule flexibility, and accentuate the firm’s equal opportunity 
employment statement, not “giving retirees opportunities to transfer their knowledge” to 
the new work setting.141

Diversity Counts
Older workers are good workers. A recent study focused on the six stereotypes about 
older workers: They are less motivated, less willing to participate in training and career 
development, more resistant to change, less trusting, less healthy, and more vulner-
able to work–family imbalance.142 They found not a negative but a weakly positive
relationship between age and motivation and job involvement (suggesting that as age 
goes up motivation actually rises). They did find a weak negative relationship between 
age and trainability. Age was weakly but positively related to willingness to change,
and to being more trusting. Older workers were no more likely than younger ones to 
have psychological problems or day-to-day physical health problems, but were more
likely to have heightened blood pressure and cholesterol levels. Older workers did not 
experience more work–family imbalance. So there was little support for the common
age stereotypes.

What should employers do? First, raise employees’, managers’, and recruiters’ con-
sciousness about incorrect age stereotypes. And provide opportunities for more contacts
with older people and for information flows between younger and older workers.143

Recruiting Minorities
Similar prescriptions apply to recruiting minorities.144 First, understand the barriers that
prevent minorities from applying. For example, some minority applicants won’t meet the
job’s educational or experience standards. After recognizing the impediments, one turns
to formulating plans for remedying them and to attracting and retaining minorities and 
women. This may include, for instance, remedial training, flexible work options, role
models, and redesigned jobs.

Finally, implement these plans. Many job seekers check with friends or relatives
when job hunting, so encouraging your minority employees to assist in your recruitment 
efforts makes sense. Diversity recruitment specialists include www.diversity.com, and 
www.2trabajo.com.

Other firms collaborate with specialist professional organizations. These include
the National Black MBA Association (www.nbmbaa.org)145, the National Society of 
Hispanic MBAs (www.nshmba.org/), and the Organization of Chinese Americans
(www.ocanational.org/).

Some employers have difficulty hiring and assimilating people previously on welfare.
Applicants sometimes lack basic work skills, such as reporting for work on time, work-
ing in teams, and taking orders. The key to welfare-to-work seems to be the employer’s
pretraining program. Here, participants get counseling and basic skills training over 
several weeks.146

http://www.diversity.com
http://www.2trabajo.com
http://www.nbmbaa.org
http://www.nshmba.org/
http://www.ocanational.org/
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The Disabled
The research is quite persuasive regarding the fact that in terms of virtually all work 
criteria, employees with disabilities are capable workers. Thousands of employers in the 
United States and elsewhere have found that disabled employees provide an excellent 
and largely untapped source of competent, efficient labor for jobs ranging from informa-
tion technology to creative advertising to receptionist.147

Employers can do several things to tap this huge potential workforce. The U.S. De-
partment of Labor’s Office of Disability Employment Policy offers several programs, in-
cluding one that helps link disabled college undergraduates who are looking for summer 
internships with potential employers.148 All states have local agencies (such as “Corpo-
rate Connections” in Tennessee) that provide placement services and other recruitment 
and training tools and information for employers seeking to hire the disabled. Employers 
also must use common sense. For example, employers who only post job openings in the 
paper may miss potential employees who are visually impaired.149

DEVELOPING AND USING  
APPLICATION FORMS
Purpose of Application Forms
With a pool of applicants, the prescreening process can begin. The application form—a 
form used by employers to compile information regarding an applicant’s identity and 
educational, military, and work history—is usually the first step in this process (some 
firms first require a brief, prescreening interview or online test).

A filled-in application provides four types of information. First, you can make judg-
ments on substantive matters, such as whether the applicant has the education and ex-
perience to do the job. Second, you can draw conclusions about the applicant’s previous 
progress and growth, especially important for management candidates. Third, you can
draw tentative conclusions about the applicant’s stability based on previous work record y
(although years of downsizing suggest the need for caution here). Fourth, you may be
able to use the data in the application to predict which candidates will succeed on the job.t

The Management Skills feature addresses practical guidelines.

application form
A form used by employers to com-
pile information regarding an ap-
plicant’s identity and educational, 
military, and work history.

Building Your Management Skills: HR Tools for Line Managers
and Entrepreneurs

Application Guidelines
Ineffective use of the application form can cost the manager dearly. Managers should 
keep several practical guidelines in mind. In the “Employment History” section, 
request detailed information on each prior employer, including supervisor’s name 
and e-mail address or phone; this is essential for reference checking. In signing the 
application, the applicant should certify that falsified statements may be cause for 
dismissal, that investigation of credit and employment and driving record is autho-
rized, that a medical examination and drug screening tests may be required, and that 
employment is for no definite period.

Estimates of how many applicants exaggerate their qualifications (particularly 
education or experience) range from 40% to 70%.150 A majority of graduating se-
niors reportedly believe that employers expect a degree of exaggeration on résumés. 
Much of this exaggeration occurs on résumés, but may occur on application forms 
too. Therefore, make sure applicants sign a statement indicating the information is 
true. The court will almost always support a discharge for falsifying information 
when applying for work.151

Finally, doing a less-than-complete job of filling in the form may reflect poor 
work habits or subterfuge. Some applicants scribble, “see résumé attached.” This is 

LEARNING OBJECTIVE 7
Discuss the main issues 
to address in developing 
application forms.

(continued)
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Most employers need several application forms. One for technical and managerial
personnel may require detailed answers to questions about education and training. One
form for factory workers might focus on tools and equipment. Figure 5.10 illustrates one 
employment application.

not acceptable. You need the signed, completed form. Some firms no longer ask ap-
plicants for résumés at all, but instead request and then peruse Web presence links, 
such as Twitter or LinkedIn accounts.152

 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com
to discuss the following question. Review several employers’ online applications. Do 
they conform to the guidelines in this feature?

FIGURE 5.10
FBI Employment 
Application

Source: FBI Preliminary 
Application for Honors
Internship Program.

http://www.mymanagementlab.com
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KNOW YOUR EMPLOYMENT LAW

Application Forms and EEO Law

The application form should comply with equal employment laws. Questions concern-
ing race, religion, age, sex, or national origin are generally not illegal per se under federal 
laws, but are under certain state laws. However, they are viewed with disfavor by the 
EEOC, and the burden of proof will always be on the employer to prove the potentially 
discriminatory items are both related to success or failure on the job and not unfairly 
discriminatory. Items to be aware of include:

Education: A question on the dates of attendance and graduation from various 
schools is one potential violation, insofar as it may reflect the applicant’s age.

Arrest record: The courts have usually held that employers violate Title VII by disquali-
fying applicants from employment because of an arrest. This item has an adverse impact 
on minorities, and employers usually can’t show it’s required as a business necessity.

Notify in case of emergency: It is generally legal to require the name, address, and
phone number of a person to notify in case of emergency. However, asking the rela-
tionship of this person could indicate the applicant’s marital status or lineage.

Membership in organizations: Some forms ask the applicant to list memberships
in clubs, organizations, or societies. Employers should include instructions not to 
include organizations that would reveal race, religion, physical handicaps, marital 
status, or ancestry.

Physical handicaps: It is usually illegal to require the listing of an applicant’s physi-
cal handicaps or past illnesses unless the application blank specifically asks only for 
those that “may interfere with your job performance.” Similarly, it is generally illegal
to ask whether the applicant has ever received workers’ compensation.

Marital status: In general, the application should not ask whether an applicant is sin-
gle, married, divorced, separated, or living with anyone, or the names, occupations, 
and ages of the applicant’s spouse or children.

Housing: Asking whether an applicant owns, rents, or leases a house may also be
discriminatory. It can adversely affect minority groups and is difficult to justify on 
business necessity.

Video résumés: More candidates are submitting video résumés, a practice replete with
benefits and threats. About half of employers in one survey thought video résumés
might give employers a better feel for the candidate. The danger is that a video résumé
makes it more likely that rejected candidates may claim discrimination.153 To facilitate 
using video résumés, several websites compile multimedia résumés for applicants.154 ■

As noted, some employers use statistical methods to analyze application information 
(“biodata”) to predict employee tenure and performance. In one study, the researchers t
found that applicants who had longer tenure with previous employers were less likely to 
quit, and also had higher performance within six months after hire.155 Examples of pre-
dictive biodata items might include “quit a job without giving notice,” “graduated from 
college,” and “traveled considerably growing up.”156

Choose biodata items with care. Equal employment law limits the items you’ll want 
to use (avoid age, race, or gender, for instance). And, some applicants will fake biodata
answers in an effort to impress the employer.157
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KNOW YOUR EMPLOYMENT LAW

Mandatory Arbitration

Many employers, aware of the high costs of employment litigation, require applicants to 
agree on their applications to mandatory arbitration should a dispute arise.

Different federal courts have taken different positions on the enforceability of such 
“mandatory alternative dispute resolution” clauses. They are generally enforceable, with 
some caveats.
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First, it must be a fair process.158 For example, the agreement should be a signed and
dated separate agreement. Use simple wording. Provide for reconsideration and judicial
appeal if there is an error of law.159 The employer must absorb most of the cost of the
arbitration process. The process should be reasonably swift. Employees should be eligible 
to receive the full remedies that they would have had they if had access to the courts.

Mandatory arbitration clauses turn some candidates off. In one study, 389 MBA 
students read simulated employment brochures. Mandatory employment arbitration
had a significantly negative impact on the attractiveness of the company as a place 
to work.160 ■

Review

SUMMARY

1. Recruitment and selection starts with workforce 
planning and forecasting. Workforce planning is the
process of deciding what positions the firm will
have to fill, and how to fill them. This often starts 
by forecasting personnel needs, perhaps using trend
analysis, ratio analysis, scatter plots, or computerized 
software packages. The other side of the equation is 
forecasting the supply of inside candidates. Here em-
ployers use manual systems and replacement charts,
and computerized skills inventories. Forecasting the
supply of outside candidates is important, particu-
larly when unemployment is low and good candi-
dates are more difficult to come by.

2. All managers need to understand why effective re-
cruiting is important. Without enough candidates, 
employers cannot effectively screen the candidates or
hire the best. Some employers use a recruiting yield 
pyramid to estimate how many applicants they need 
to generate in order to fill predicted job openings.

3. Filling open positions with internal sources of candi-
dates has several advantages. You are familiar with 
their strengths and weaknesses, and they require less
orientation. Finding internal candidates often utilizes 
job posting. For filling the company’s projected top-
level positions, succession planning—the ongoing 
process of systematically identifying, assessing, and
developing organizational leadership to enhance 
performance—is the process of choice.

4. Workforce plans influence employee engagement. For
example, plans to develop and retain employees and
promote-from-within tend to foster engagement, while 
contrary policies may erode it. Recognizing this, at
some companies such as FedEx, internal recruiting and 

promotion-from-within both play central roles in em-
ployee engagement. The promotion from within policy 
includes helping employees identify and develop their 
promotion potential. It also requires career-oriented ap-
praisals. Here the supervisor and employee jointly link 
the latter’s past performance, career preferences, and 
developmental needs in a formal career plan. Finally, 
effective promotion-from-within requires a coordinated
system for accessing career records and posting job 
openings, one that guarantees all eligible employees are 
informed of openings and considered for them.

5. Employers use a variety of outside sources of can-
didates when recruiting applicants. These include
recruiting via the Internet, advertising and employ-
ment agencies (including public and nonprofit
agencies, and private agencies), temporary agencies 
and other alternative staffing methods, executive 
recruiters, college recruiting, referrals and walk-ins, 
and military personnel.

6. Understanding how to recruit a more diverse work-
force is important. Whether the target is the single 
parent, older workers, or minorities, the basic rule is
to understand their special needs and to create a set 
of policies and practices that create a more hospitable 
environment in which they can work.

7. Employers develop and use application forms to collect s
essential background information about the applicant. 
The application should enable you to make judgments
on substantial matters such as the person’s education 
and to identify the person’s job references and supervi-
sors. Of course, it’s important to make sure the applica-
tion complies with equal employment laws, for instance 
with respect to questions regarding physical handicaps.

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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KEY TERMS

workforce (or employment or personnel) 
planning 147

succession planning 148
trend analysis 149
ratio analysis 150
scatter plot 150
personnel replacement charts 152
position replacement card 152

employee recruiting 155
recruiting yield pyramid 155
job posting 157
applicant tracking systems 160
alternative staffing 165
on-demand recruiting services (ODRS) 168
college recruiting 168
application form 173

DISCUSSION QUESTIONS

5-1. What is meant by effective recruitment? Why is 
effective recruitment important?

5-2. What is internal recruitment? Discuss the 
advantages of internal recruitment over external 
recruitment.

5-3. What are the most common external sources of 
recruitment employed by managers?

5-4. What is online recruitment? Discuss the pros
and cons of online recruitment.

5-5. How would you describe the recruiting “brand” 
of your current or previous employer, or your
university? What would you do to revise that brand?

5-6. What metrics would you use to analyze the 
effectiveness of the recruiting efforts of your
current or previous employer? Why did you
choose these?

5-7. Choose two tools HR managers use for 
employment forecasting and explain how to use 
them.

5-8. Briefly describe how you would apply talent
management principles in improving your
employer’s workforce planning processes.

Try It
How would you do applying the concepts and skills you learned in this chapter? If 
your professor has chosen to assign this, go to www.mymanagementlab.com and 
complete the Plans & Planning Tools simulation to find out.

INDIVIDUAL AND GROUP ACTIVITIES

5-9. Bring to class several classified and display ads 
from the Sunday help wanted ads. Analyze the 
effectiveness of these ads using the guidelines 
discussed in this chapter.

5-10. Working individually or in groups, develop a
five-year forecast of occupational supply and
demand for five occupations such as accountant, 
nurse, and engineer.

5-11. Working individually or in groups, visit the
local office of your state employment agency (or 
check out their site online). Come back to class 
prepared to discuss the following questions: What
types of jobs seem to be predominantly available 
through this agency? To what extent do you think 
this particular agency would be a good source 
of professional, technical, and/or managerial 
applicants? What sorts of paperwork are applicants 
to the state agency required to complete before their 
applications are processed by the agency? What 
other services does the office provide? What other
opinions did you form about the state agency?

5-12. Working individually or in groups, find at least
five employment ads, either on the Internet or in 
a local newspaper, that suggest that the company 
is family friendly and should appeal to women,
minorities, older workers, and single parents.
Discuss what they’re doing to be family friendly.

5-13. Working individually or in groups, interview 
a manager between the ages of 25 and 35 at a
local business who manages employees age 40
or older. Ask the manager to describe three or 
four of his or her most challenging experiences
managing older employees.

5-14. The PHR and SPHR Knowledge Base appendix 
at the end of this book (pages 515–523) lists
the knowledge someone studying for the HRCI 
certification exam needs to have in each area 
of human resource management (such as in
strategic management, workforce planning, and 
human resource development). In groups of four
to five students, do four things: (1) review that 
appendix now; (2) identify the material in this 
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chapter that relates to the required knowledge 
the appendix lists; (3) write four multiple-choice
exam questions on this material that you believe 
would be suitable for inclusion in the HRCI

exam; and (4) if time permits, have someone 
from your team post your team’s questions in
front of the class, so the students in other teams 
can take each others’ exam questions.

employees are full-time workers, with some part-time staff 
hired to complement the full-time staff when they go on va-
cation or become ill. The usual operating hours of each out-
let are from 7 A.M. to 11 P.M., and the staff members work 
eight-hour shifts. Each outlet has about 10 staff members 
working each of the two shifts. The emphasis on good at-
titude and character in the selection of outlet staff has helped
Ya Kun build a pool of hardworking and committed employ-
ees. When selecting store managers from among the outlet 
staff, loyalty, honesty, and fairness are considered the most 
important attributes. All of these workplace characteristics 
help keep employees happy and committed to the company, 
which Ya Kun believes has translated into them serving cus-
tomers well.

The main challenge Ya Kun faces is recruiting employees 
with the right attitude, because the technical skills required are 
relatively easy to learn. Some applicants are unwilling to work 
shifts, making it difficult for Ya Kun to hire them; shift work is 
inevitable in the food and beverage retail industry.

Questions
5-17. How would you forecast the manpower needs of 

Ya Kun?
5-18. What are the advantages and disadvantages of 

Ya Kun’s hiring part-time workers?
5-19. A good attitude and commitment are two im-

portant attributes that Ya Kun looks for in its job
applicants. Is a job interview an effective method
to assess these two attributes? What else can Ya
Kun do to get reliable information on these two
attributes?

5-20. What suggestions would you make for Ya Kun to
improve its recruiting processes?

Sources: The information in this case was obtained through online 
interviews with staff from Ya Kun; Ya Kun Kaya Toast, http://yakun
.com.sg/, accessed November 2009.

Ya Kun Kaya Toast, a coffee shop that serves coffee, tea, eggs, 
and toast, was founded in 1944 by Loi Ah Koon. It comprises 
two companies—Ya Kun Singapore and Ya Kun International.  
In 2001, Ya Kun International moved to Singapore, where it 
now has 32 outlets, and Ya Kun has 27 franchise outlets in
other parts of Asia. Its overseas outlets are located in Indone-
sia, Taiwan, Japan, South Korea, Vietnam, and the Philippines.

Ya Kun has a family-style work environment and an es-
tablished promotion-from-within policy. The business puts a 
strong emphasis on teamwork, where helping one another is
the norm, even among employees located across outlets and 
departments. Top management reinforces this teamwork 
culture at Ya Kun. The organization also has a very flat struc-
ture, where the staff members feel comfortable approaching 
their superiors to discuss their problems or suggestions for
improvements.

Job openings for the outlet staff are advertised in Chinese 
and English newspapers, as well as through recruitment no-
tices at Ya Kun outlets. Applicants who respond to the adver-
tisements are invited for interviews. Applicants go through 
two rounds of interviews—one with the senior area man-
ager and one with the operations manager. Job applicants
are screened primarily for their level of commitment and 
willingness to work shifts. Although prior experience in the
food and beverage industry is not essential, desirable quali-
ties include integrity, diligence, and honesty. The organiza-
tion believes that if an applicant is committed and willing 
to learn, the necessary skills to excel in the job can easily be 
taught. Successful applicants go through two weeks of train-
ing and are on probation for three months. Most of Ya Kun 
Singapore’s outlet staff members are more than 30 years of 
age because mature workers generally have better work at-
titudes and exhibit a higher level of job commitment.

A majority of the outlet’s staff are Singaporeans, with 
a small proportion from Malaysia and China. Most of the 

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Ya Kun Kaya International

MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

5-15. Using specific examples, how do equal employment laws affect what 

managers can and cannot do with respect to recruiting employees?

5-16. What human resource management tools would you use to identify 

possible internal candidates for a job opening and to assess the candidates’ 

promotability?

http://yakun
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Getting Better Applicants

If you were to ask Jennifer and her father what the main prob-
lem was in running their firm, their answer would be quick 
and short: hiring good people. Originally begun as a string 
of coin-operated laundromats requiring virtually no skilled 
help, the chain grew to six stores, each heavily dependent on
skilled managers, cleaner/spotters, and pressers. Employees 
generally have no more than a high school education (often 
less), and the market for them is very competitive. Over a
typical weekend, literally dozens of want ads for experienced 
pressers or cleaner/spotters can be found in area newspapers.
All these people usually are paid around $15 per hour, and 
they change jobs frequently. Jennifer and her father thus face 
the continuing task of recruiting and hiring qualified work-
ers out of a pool of individuals they feel are almost nomadic 
in their propensity to move from area to area and job to job.
Turnover in their stores (as in the stores of many of their 
competitors) often approaches 400%. “Don’t talk to me about 
human resources planning and trend analysis,” says Jennifer.

“We’re fighting an economic war and I’m happy just to be 
able to round up enough live applicants to be able to keep my 
trenches fully manned.”

In light of this problem, Jennifer’s father asked her to
answer the questions that follow.

Questions
5-21. First, how would you recommend we go about

reducing the turnover in our stores?
5-22. Provide a detailed list of recommendations con-

cerning how we should go about increasing our
pool of acceptable job applicants so we no longer
face the need to hire almost anyone who walks in
the door. (Your recommendations regarding the
latter should include completely worded online and
hard-copy advertisements and recommendations
regarding any other recruiting strategies you would
suggest we use.)

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company

EXPERIENTIAL EXERCISE
The Nursing Shortage
As of August 2014, U.S. unemployment was still disap-
pointingly high, and employers were still holding back 
on their hiring. However, while many people were un-
employed, that was not the case with nurse professionals. 
Virtually every hospital was aggressively recruiting nurses. 
Many were turning to foreign-trained nurses, for example, 
by recruiting nurses in the Philippines. Experts expected 
nurses to be in very short supply for years to come.

Purpose: The purpose of this exercise is to give you 
experience in creating a recruitment program.

Required understanding: You should be thoroughly 
familiar with the contents of this chapter and with the 
nurse recruitment program of a hospital such as Lenox 
Hill Hospital in New York (see http://lenoxhillhospital
.org/careers_default.aspx).

How to Set Up the Exercise/Instructions: Set up groups
of four to five students for this exercise. The groups 
should work separately and should not converse with 
each other. Each group should address the following
tasks:

5-23. Based on information available on the hospi-
tal’s website, create a hard-copy ad for the hos-
pital to place in the Sunday edition of the New 
York Times. Which (geographic) editions of the 
Times would you use and why?

5-24. Analyze the hospital’s current online nurses’
ad. How would you improve on it?

5-25. Prepare in outline form a complete nurses’ 
recruiting program for this hospital, including
all recruiting sources your group would use.

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

ENDNOTES

http://www.pearsonglobaleditions.com/Dessler
http://lenoxhillhospital.org/careers_default.aspx
http://lenoxhillhospital.org/careers_default.aspx
www.pearsonglobaleditions.com/Dessler
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6
OVERVIEW:  
In this chapter, we will cover . . .

■ THE BASICS OF TESTING AND SELECTING EMPLOYEES

■ TYPES OF TESTS

■ INTERVIEWING CANDIDATES

■ USING OTHER SELECTION TECHNIQUES

■ EMPLOYEE ENGAGEMENT GUIDE FOR MANAGERS

Selecting Employees

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

1. Define basic testing concepts, including validity 
and reliability.

2. Discuss at least four basic types of personnel tests.
3. Explain the factors and problems that can undermine 

an interview’s usefulness, and the techniques for 
eliminating them.

4. Explain how to do background checks on job candidates.
5. Discuss how to use employee selection methods to raise 

the level of a company’s employee engagement.

  Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 6 Warm Up.
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THE BASICS OF TESTING  
AND SELECTING EMPLOYEES
Once you have a pool of applicants, the next step is to select the best person for the
job. This usually means whittling down the applicant pool by using employee selec-
tion tools including tests, interviews, and background checks. The aim of employee 
selection is to achieve person-job fit. Person-job fit means matching the knowledge, t
skills, abilities, and competencies (KSACs) that are required for performing the 
job (based on the job analysis) with the applicant’s knowledge, skills, abilities, and 
competencies.

Why Careful Selection Is Important
Effective employee selection is important for at least five reasons. First, it should 
lead to improved employee and organizational performance. Furthermore, your own
performance always depends partly on your subordinates. Hire employees who lack 
the necessary skills or who are obstructionist and your own performance, not just
the firm’s, will suffer. Third, screening helps reduce dysfunctional behaviors at work. 
By one account, about 30% of all employees say they’ve stolen from their employers; 
about 41% are managers.1 The time to screen these people out is before they’re hired. 
Fourth, it is costly to recruit and hire employees. Hiring and training even a clerk can 
cost $10,000 in fees and supervisory time. That’s money wasted if the person doesn’t 
work out.

Legal Implications and Negligent Hiring

Finally, effective screening is important because of two big legal implications of inept
selection. Violating discrimination laws is one potential legal problem, as we saw in 
Chapter 2.

Negligent hiring is the second potential problem. Courts will find employers liable g
when employees with criminal records or other problems use their access to custom-
ers’ homes or similar opportunities to commit crimes. Hiring workers with such back-
grounds without proper safeguards is negligent hiring. For example, lawyers sued one 
large retailer alleging that several of its employees with criminal convictions for sexually 
related offenses had assaulted young girls at work.2 Courts may also find the employer 
negligent if a dangerous employee harms another employee.3 To protect against negli-
gent hiring claims:

• Carefully scrutinize all information supplied by the applicant on his or her employ-
ment application, such as unexplained gaps in employment.

• Get the applicant’s written authorization for reference checks, and carefully check 
references.

INTRODUCTION

John manages a 12-person restaurant for an 
absentee owner who lives about an hour away. 
Among other things, John is supposed to hire 
the wait staff, a job that sounds easier than it is. 
Last month he hired a fellow who looked good 
but who proceeded to scream at a customer 
who complained that his order was wrong. 
John decides he needs a more organized way 
to interview prospective waiters. (The owner 
doesn’t want John using selection tests.) 
We’ll see what he did.

Source: CandyBox Images/Shutterstock.

negligent hiring
Hiring workers with criminal records 
or other such problems without 
proper safeguards.

LEARNING OBJECTIVE  1
Define basic testing 
concepts, including 
validity and reliability.
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• Save all records and information you obtain about the applicant.

• Reject applicants who make false statements of material facts or who have 
conviction records for offenses directly related and important to the job in 
question.

• Take immediate disciplinary action if problems arise.4

Reliability
In this chapter we will discuss the main employee selection tests and tools. Any test or
screening tool has two important characteristics: reliability and y validity. We’ll start with 
the former.

Reliability refers to the test’s consistency. It is “the consistency of scores obtained by y
the same person when retested with the identical tests or with an equivalent form of a 
test.”5 Test reliability is essential: If a person scored 90 on an intelligence test on Monday 
and 130 when retested on Tuesday, you wouldn’t have much faith in the test.

You can measure reliability in several ways. One is to administer a test to a group of 
people one day, readminister the same test several days later to the same group, and then 
correlate the first set of scores with the second (test-retest reliability estimates).6 Or you
could administer a test and then administer what experts believe to be an equivalent test 
later; this would be an equivalent or alternate form estimate. The Scholastic Assessment 
Test (SAT) is an example. Or, compare the test taker’s answers to multiple questions on
the same test aimed at measuring the same thing. For example, a psychologist includes 
10 items on a test believing that they all measure interest in working outdoors. You ad-
minister the test and then statistically analyze the degree to which responses to these
10 items vary together. This is an internal comparison estimate.

Many things cause a test to be unreliable. These include physical conditions (quiet 
test conditions one day, noisy the next day); differences in the test taker (healthy one 
day, sick the next); and differences in the person administering the test (courteous 
one day, curt the next). Or perhaps the questions do a poor job of sampling the ma-
terial; test 1 focuses on Chapters 1, 3, 7, while test 2 focuses on Chapters 2, 4, and 8.

Because measuring reliability generally involves comparing two measures that assess 
the same thing (such as test 1 and test 2), it is typical to judge a test’s reliability in terms
of a correlation coefficient (in this case, a reliability coefficient). This coefficient shows 
the degree to which the two measures (say, test score one day and test score next day) 
are related.

Figure 6.1 illustrates correlation. In both the left and the right scatter plots, the 
psychologist compared each applicant’s test score (on the x-axis) with his or her sub-
sequent performance (on the y-axis). On the left, the scatter plot points (each point
showing one applicant’s test score and subsequent performance) are dispersed. There
seems to be no correlation between test scores and performance. On the right, the
psychologist tried a new test. Here, the resulting points fall in a predictable pattern.
This suggests that the applicants’ test scores correlate closely with their previous
scores.

Validity
Reliability, while indispensable, only tells you that the test is measuring something con-
sistently. Validity tells you whether the test is measuring what you think it’s supposed toy

reliability
The characteristic that refers to the 
consistency of scores obtained by 
the same person when retested with 
the identical or equivalent tests.

 B A S E

K
N

O

WLED
G

E 

FIGURE 6.1
Correlation Examples
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be measuring. Test validity answers the question “Does thisy
test measure what it’s supposed to measure?” Stated differ-
ently, “Validity refers to the confidence one has in the meaning
attached to the scores.”7 With respect to employee selection
tests, the term validity often refers to evidence that the test is y
job related—in other words, that performance on the test is a 
valid predictor of subsequent performance on the job. A selecr -
tion test must be valid because, without proof of its validity, 
there is no logical or legally permissible reason to continue 
using it to screen job applicants.

Any test is a sample of a person’s behavior, but some tests
more clearly reflect the behavior you’re sampling. For example, 
a typing test clearly corresponds to an on-the-job behavior—
typing. At the other extreme, in the Rorschach test item shown 

in the accompanying figure, the psychologist asks the person to explain how he or she
interprets the somewhat eerie picture. Here it is harder to “prove” that the tests are 
measuring what they are purported to measure—that they are valid.

In employment testing, there are two main ways to demonstrate a test’s validity:
criterion validity and content validity. Criterion validity involves demonstrating stay -
tistically a relationship between (1) scores on a selection procedure and (2) job per-
formance of a sample of workers (for example, that those who do well on the test also 
do well on the job, and that those who do poorly on the test do poorly on the job). In
psychological measurement, a predictor is the measurement (in this case, the test score)
that you are trying to relate to a criterion, such as job performance (perhaps as measured 
by performance appraisals). The term criterion validity comes from that terminology.y

Content validity is a demonstration that the content of a selection procedure is y
representative of important aspects of performance on the job. For example, employers 
demonstrate the content validity of a test by showing that the test constitutes a fair sampley
of the job’s content. In selecting students for dental school, many schools give applicants
chunks of chalk, and ask them to carve something that looks like a tooth. If the content
you choose for the test is a representative sample of what the person needs to know for 
the job, then the test is probably content valid. Clumsy dental students need not apply.

Construct validity is another possible approach. It means demonstrating two things: y
that a selection procedure measures a construct (something believed to be an underlying 
human trait or characteristic, such as honesty); and that the construct is important for 
successful job performance.

How to Validate a Test
What makes a test such as the Graduate Record Examination (GRE) useful for graduate
school admissions directors? What makes a mechanical comprehension test useful for
managers hiring machinists? The answer to both questions is usually that people’s scores 
on these tests are predictive of how people perform, for instance in graduate school. For
example, the employer would use statistical means to determine the degree of correlation
between mechanical comprehension scores and machinists’ performance. The validation
process (which we outline in Figure 6.2) usually requires the expertise of an industrial
psychologist.

For many employers, particularly smaller ones, it’s not always cost-effective to con-
duct validity studies for the selection tools they use. These employers must identify tests
and other screening tools that have been shown to be valid in other settings (companies),
and then bring them in-house in the hopes that they’ll be valid there, too.8

If the test is valid in one company, to what extent can we generalize those validity 
findings to our own company? Validity generalization “refers to the degree to which 
evidence of a measure’s validity obtained in one situation can be generalized to another 
situation without further study.”9 Being able to use the test without your own valida-
tion study is, of course, the key. Factors to consider include existing validation evidence
regarding using the test for various specific purposes, the similarity of the subjects on 

criterion validity
A type of validity based on showing 
that scores on the test (predictors) 
are related to job performance 
(criterion).

content validity
A test that is content valid is one in d
which the test contains a fair sample 
of the tasks and skills actually 
needed for the job in question.

construct validity
A test that is construct valid is one d
that demonstrates that a selection 
procedure measures a construct and 
that construct is important for suc-
cessful job performance.

validity generalization
The degree to which evidence of a 
measure’s validity obtained in one 
situation can be generalized to 
another situation without further 
study.
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A slide from the
Rorschach test.
What do you see in 
the slide?
Source: Fotolia LLC.

test validity
The accuracy with which a test, 
interview, and so on measures what 
it purports to measure or fulfills the 
function it was designed to fill.
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FIGURE 6.2
How to Validate a Test

Step 1: Analyze the Job. First, analyze the job descriptii ions and specifications. Specify ff

the human traits and skills you believe are required for adequate job perforff mance. For

example, must an applicant be aggressive? Must the person be able to assemble small, 

detailed components? These requirements become your predictors. They are the human 

traits and skills you believe to be predictive of success on the job.

In this first step, you must also define what you mean by “success on the job” because

it is this success for which you want predictors. The standards of success arf e called crite-

ria. You could focus on production-related criteria (quantity, quality, and so on), person-

nel data (absena teeism, length of sef rvice, and so on), or judgments (of worker perforff mance 

by persy ons such as supervisors). For an assembler’s job, predictorsrr  to use when testing 

applicants might include manual dexterity and patience. Criteria that you would hope

to predict with your test might then include quantity produced per hour and number of

rejects e produced per hour.rr

Step 2: Choose the Tests. Next, choose tests that you think measure the attributes

(predictors) important for job success. This choice is usually based on experience,

previous research, and best guesses, and you usually won’t start off wiff th just one test. 

Instead, you choose several tests, covv mbining them into a test battery aimed at measuring 

a variety of possible f predictors, such as aggressiveness, extroversion, and numeric ability.

Step 3: Administer Tests. Administer the selected test(s) to employmm ees. Predictive

validation is the most dependable way to validaaa te a test. The test is administered to

applicants before they are hired. Then these applicants are hired using only existing

selection techniques, not the results of the new test you are developing. After they haveaa

been on the job for some time, you measure their perforff mance and compare it to their 

perforff mance on the earlier test. You can then determine whether their perforff mance on

the test could have aa been used to predict their subsequent job perforff mance.

Step 4: Relateaa Scores and Criteria. Next, determine whether there is a significanrr t 

relatiaa onship between scores (the predictor) and perforff mance (the criterion). The usual

way to do this is to determine the staa atistical relatiaa onship between scores on the test and 

perforff mance through correlation analysis, which shows the degree of stf atistical relatiaa onship.

Step 5: Cross-ValidaVV te and Revalidate. Before putting the test into use, you may waaa nt

to check it by cry oss-validating, by again perfy orff ming steps 3 and 4 on a new sample of

employees. At a minimum, an expert should validate aa the test periodically.ll

utility analysis
The degree to which use of a selec-
tion measure improves the quality of 
individuals selected over what would 
have happened if the measure had 
not been used.

whom the test was validated with those in your organization, and the similarity of the
jobs involved.10

It may turn out that the testing is so expensive that it costs more than you save by 
hiring better employees. Answering the question, “Does it pay to use the test?” requires 
utility analysis. Two selection experts say, “Using dollar and cents terms, [utility analysis]
shows the degree to which use of a selection measure improves the quality of individuals 
selected over what would have happened if the measure had not been used.”11 In practice,
whether it “pays” to use the test depends on the validity of the selection measure, a dollar
measure of job performance, applicants’ average test scores, cost of testing an applicant,
and the number of applicants tested.12 The accompanying HR as a Profit Center feature 
provides an example.

HR AS A PROFIT CENTER

Reducing Turnover at KeyBank

Financial services firm KeyBank needed a better way to screen and select tellers and call-
center employees.13 Analysts calculated it cost KeyBank about $10,000 to select and bring 
onboard an employee, but they were losing 13% of new tellers and call-center employees
in the first 90 days. That turnover number dropped to 4% after KeyBank implemented a
virtual job tryout candidate-assessment screening tool. “We calculated a $1.7 million cost 
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KNOW YOUR EMPLOYMENT LAW

Testing and Equal Employment Opportunity

We’ve seen that various federal, state, and local laws bar discrimination with respect to 
race, color, age, religion, sex, disability, and national origin. Now, assume that you’ve 
used a test and that a rejected minority candidate has demonstrated adverse impact. How 
might the person have done this? One way is to show that the selection rate (for, say, the 
applicant’s racial group) was less than four-fifths of that for the group with the highest 
selection rate. Thus, if 90% of white applicants passed the test but only 60% of blacks 
passed, then (since 60% is less than four-fifths of 90%) adverse impact exists.

The employer would then have at least two alternatives with respect to its testing 
program. One is to institute a different, valid selection procedure that does not have an 
adverse impact. The second is to show that the test is valid—in other words, that it is 
a valid predictor of performance on the job. Ideally, you would do this by conducting
your own validation study. In that event, the plaintiff would then have to prove that your 
explanation for using the test is inadequate.

The employer cannot avoid EEO laws by not using tests. The same burden of proving 
job relatedness falls on interviews and other techniques (including performance apprais-
als) that fall on tests. ■
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Building Your Management Skills: Protecting Employees’
Individual Rights and Test Privacy

The manager will often find himself or herself in possession of an applicant’s test 
results. If so, exercise great caution in using that information. Various federal laws 
restrict promulgating information such as test results for many types of employees,
(most notably federal and other government employees). The common law of torts 
also provides limited protection against disclosing information about employees. 
The most well-known application here involves defamation (either libel or slander). 
For example, if your employer or former employer discloses information that is false 
and defamatory and that causes the employee serious injury, he or she may be able to
sue for defamation. And under the American Psychological Association’s standard 
for educational and psychological tests (which guide professional psychologists but
are not legally enforceable), test takers have the right to the confidentiality of the test 
results and the right to informed consent regarding the use of these results. They 
have the right to expect that only people qualified to interpret the scores will have 
access to them or that sufficient information will accompany the scores to ensure 
their appropriate interpretation. They have the right to expect that the test is secure; 
no person taking the test should have prior information concerning the questions or 
answers. Morally, if not legally, managers should abide by such restrictions.

Also note that even in the best cases, the test score usually accounts for only 
about 25% of the variation in the measure of performance. Therefore, it is best not 
to use tests as your only selection technique; instead, use them to supplement other
techniques such as interviews and background checks.

savings in teller turnover in one year, simply by making better hiring decisions, reducing
training costs, and increasing quality of hires,” said the firm’s human resources director.

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Choose a position with which you are familiar, such as a coun-
terperson at a McDonald’s restaurant, and describe how you would create a selection 
process for it similar to those in this feature.

http://www.mymanagementlab.com


186   PART 2 • STAFFING: WORKPLACE PLANNING AND EMPLOYMENT 

TYPES OF TESTS
Testing is popular at work. For example, Outback Steakhouse wants employees who are
social, meticulous, sympathetic, and adaptable. It uses a personality assessment test as 
part of its preemployment process. Applicants take the test, and the company then com-
pares the results to the profile for Outback Steakhouse employees. Two managers inter-
view those who score high.14 Take the test in Figure 6.3 to see how prone you might be 
to on-the-job accidents.

We can conveniently classify a test according to whether it measures cognitive 
(mental) abilities, motor and physical abilities, personality and interests, or achievement. 
We’ll look at these, and at special tests such as assessment centers.15

LEARNING OBJECTIVE  2
Discuss at least four basic 
types of personnel tests.
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Outback Steakhouse has 
used preemployment 
testing since just after
the company started.
Source: Jeff Greenberg/Alamy.

Analysis: According to John Kamp, an industrial psychologist, applicants who answered 
no, yes, yes, no, no to questions 1, 2, 3, 4, and 5 are statistically likely to be absent less 
often, to have fewer on-the-job injuries, and, if the job involves driving, to have fewer 
on-the-job driving accidents. Actual scores on the test are based on answers to 130
questions.

CHECK YES OR NO YES NO

1. You like a lot of excitement in your life.

2. An employee who takes it easy at work is cheating on the employer.

4.  In the past three years you have found yourself in a shouting match at school or work.

5.  You like to drive fast just for fun.

3. You are a cautious person.

FIGURE 6.3
Sample Selection Test

Source: Based on a sample
selection test from The New 
York Times.
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FIGURE 6.4
Type of Question 
Applicant Might Expect 
on a Test of Mechanical 
Comprehension

DRIVER

A B

Which gear will turn the
same way as the driver?

Tests of Cognitive Abilities
Employers often want to assess a candidate’s cognitive or mental abilities. For example, 
you may want to know if a supervisory candidate has the intelligence to do the job’s 
paperwork or a bookkeeper candidate has numeric aptitude.

Intelligence tests, such as IQ tests, are tests of general intellectual abilities. They 
measure not a single intelligence trait, but rather a range of abilities, including memory, 
vocabulary, and numeric ability. Psychologists often measure intelligence with individu-
ally administered tests such as the Stanford-Binet test or the Wechsler Adult Intelligence 
Scale. Employers use tests such as the Wonderlic Personnel Test as quick measures of 
IQ for both individuals and groups of people.

There are also measures of specific mental abilities. Psychologists often call tests in
this category aptitude tests. For example, since Figure 6.4 tests applicants’ mechanical 
aptitude, it may reflect a person’s fit for jobs, such as engineer.

Tests of Motor and Physical Abilities
There are many motor or physical abilities you might want to measure, such as finger
dexterity, strength, and manual dexterity. The Stromberg Dexterity Test is an example. It 
measures the speed and accuracy of simple judgment as well as the speed of finger, hand, 
and arm movements.

Measuring Personality
A person’s mental and physical abilities alone seldom explain his or her job performance. 
Other factors, such as motivation and interpersonal skills, are important, too. As one con-
sultant put it, most people are hired based on qualifications, but most are fired for non-
performance. And nonperformance (or e performance) “is usually the result of personal 
characteristics, such as attitude, motivation, and especially, temperament.”16 Employers
such as Outback Steakhouse use personality and interests tests (or “inventories”) to measure 
and predict such intangibles. Thus Acxiom Corporation uses the Birkman Method (www
.birkman.com/) personality assessment to help new employees better understand which
tasks they perform best.17 Figure 6.5 shows a sample from one online personality inventory.

Personality tests measure basic aspects of an applicant’s personality, such as introver-
sion, stability, and motivation. A sample personality inventory item is:

It does not make sense to work hard on something if no one will notice.

a. Definitely true
b. Somewhat true
c. Neither true nor false
d. Somewhat false
e. Definitely false18

Of course, personality testing isn’t limited to employment settings. Online dating 
services such as eHarmony.com reject those its software judges are unmatchable.

Many personality tests are projective, meaning the person taking the test must inter-
pret an ambiguous stimulus such as an inkblot or a clouded picture. The person suppos-
edly projects into the picture his or her own emotions. Thus, a security-oriented person
might describe the exhibit on page 183 as “a giant bug coming to get me.” Other projective 
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FIGURE 6.5
Sample Online Personality 
Test Questions

Source: “Selection Assessment 
Methods: A guide to implementing 
formal assessments to build
a high-quality workforce” by 
Elaine Pulakos, from SHRM 
Foundation’s Effective Practice 
Guidelines. Copyright © 2005
by SHRM Foundation. Reprinted
with permission, all rights 
reserved.

techniques include Make a Picture Story (MAPS), and the Forer Structured Sentence Com-
pletion Test. Some personality tests are self-reported: applicants fill them out themselves.
For example, the Minnesota Multiphasic Personality Inventory (MMPI) taps traits like
hypochondria and paranoia. Available online,19 the Myers-Briggs test provides a personal-
ity type classification useful for decisions such as career selection and planning. Its DiSC 
Profile learning instrument enables the user to gain insight into his or her behavioral style.20

Personality tests—particularly projective ones—are difficult to evaluate and use. An
expert must analyze the test taker’s interpretations and reactions and infer from them his
or her personality.21 The usefulness of such tests for selection then assumes that you find 
a relationship between a measurable personality trait (such as extroversion) and success
on the job. Because they are personal in nature, employers should use personality tests 
with caution. Rejected candidates may (legitimately) claim that the results are false, or 
that they violate the Americans with Disabilities Act (ADA).
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Interest inventories compare one’s interests with those of people in various occu-
pations. Thus, when a person takes the Strong-Campbell Interest Inventory, he or she 
receives a report comparing his or her interests to those of people already in particular 
occupations.22

Personality Test Effectiveness

Despite their potential for being difficult to evaluate and use, personality tests can help
employers hire effective workers. Industrial psychologists often focus on the “big five” 
personality dimensions: extroversion, emotional stability, agreeableness, conscientious-
ness, and openness to experience.23

Neuroticism represents a tendency to exhibit poor emotional adjustment and 
experience negative effects, such as anxiety, insecurity, and hostility. Extro-
version represents a tendency to be sociable, assertive, active, and to expe-
rience positive effects, such as energy and zeal. Openness to experience is
the disposition to be imaginative, nonconforming, unconventional, and au-
tonomous. Agreeableness is the tendency to be trusting, compliant, caring, 
and gentle. Conscientiousness comprises two related facets: achievement and
dependability24

For example, in one study of professionals, police officers, managers, sales workers, and 
skilled/semiskilled workers, conscientiousness showed a consistent relationship with all 
job performance criteria for all the occupations. Extroversion predicted performance 
for managers and sales employees. Openness to experience and extroversion predicted
training proficiency for all occupations.25

Industrial psychologists have raised the question of whether self-report personality t
tests (which applicants fill out themselves) predict performance at all.26 However, over-
all, the evidence suggests that personality measures do help predict job performance. 
People can and will give fake responses to personality and integrity tests, but employers 
can reduce test faking by warning that it may reduce the chance of being hired.27 But the
most important thing is to make sure that any personality tests you use—particularly 
self-report tests—actually do predict performance.28

Achievement Tests
An achievement test is a measure of what someone has learned. Most tests in school are t
achievement tests. They measure knowledge in areas such as economics, marketing, or
accounting. In addition to job knowledge, achievement tests can measure applicants’ 
abilities; a typing test is one example.29 The Global Issues in HR feature addresses testing 
for assignments abroad.

interest inventories
Tests that compare one’s interests 
with those of people in various 
occupations.
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HR PRACTICES AROUND THE GLOBE

Testing for Assignments Abroad

Living and working abroad requires some special talents. Not everyone can easily adapt to 
having one’s family far away, and to dealing with colleagues with different cultural values.
Doing so requires high levels of adaptability and interpersonal skills.30

Employers often use special inventories such as the Global Competencies Inventory 
(GCI) here. It focuses on three aspects of adaptability.

• The Perception Management Factor assesses people’s tendency to be rigid in their 
view of cultural differences, to be judgmental about those differences, and to deal 
with complexity and uncertainty.

• The Relationship Management Factor assesses a person’s awareness of the impact he or 
she is having on others.

• The Self-Management Factor assesses one’s mental and emotional health.
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Computerized and Online Testing
Most of the tests in this chapter are available in both computerized and paper form and 
studies suggest that paper and computerized version scores are equivalent.31 Test ven-
dors such as PreVisor (www.previsor.com) offer online adaptive personality tests. These 
tests adapt the next question to each test taker’s answers to the previous question. This 
improves validity and makes it less likely candidates can share test questions (since each 
candidate gets what amounts to a customized test).32

Timken Company uses online assessment for hourly position applicants. The online 
tests cover characteristics such as math skills.33 Many employers, before reviewing résu-
més and holding interviews, have applicants first take short Web-based tests. This leaves 
a smaller pool to undergo the more personal and costly aspects of the selection process.34

Vendors are making tests available for applicants to take via their smartphones. For ex-
ample, www.iphonetypingtest.com illustrates an online typing test you can take on an 
iPhone.35

CITY GARAGE COMPUTERIZED TESTING EXAMPLE Texas-based City Garage knew it couldn’t
grow without a dramatic change in how it hired employees.36 Its old hiring process
consisted of a paper-and-pencil application and one interview, followed by a hire/
don’t hire decision. This was unsatisfactory for a fast-growing operation. For one thing, 
local shop managers didn’t have the time, so “if they had been shorthanded too long,
we would hire pretty much anybody who had experience.” Furthermore, City Garage
differentiates itself with an “open garage” arrangement, where customers interact directly 
with technicians, so finding mechanics who react positively to customers is essential.

City Garage purchased the Personality Profile Analysis (PPA) online test from Dallas-
based Thomas International USA. Now, after a quick application and background check,
likely candidates take the 10-minute, 24-question PPA. City Garage staff then enter the 
answers into the PPA Software system and receive test results in about 2 minutes. These
show whether the applicant is high or low in four personality characteristics. It also
produces follow-up questions about areas that might cause problems, such as patience. 
If candidates answer those questions satisfactorily, they’re asked back for all-day inter-
views, after which hiring decisions are made.

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. You are trying to decide if you would be a good can-
didate for a job abroad, but you don’t want to take any formal tests. Discuss another
indicator you would use to answer the question, “Would I be a good candidate for a 
job abroad?”

Watch It
How does a company actually do testing? If your professor has chosen to as-
sign this, go to www.mymanagementlab.com to watch the video Patagonia 
Employee Testing and Selection and then answer the questions to show what
you’d do in this situation.

Improving Performance through HRIS
Data Analytics

Data analytics is revolutionizing the employee selection process.37 It means using new 
number-crunching software to dig through (“mine”) existing employee data to better 
identify what types of people succeed or fail, and therefore whom to hire. For example, 
department store chain Bon-Ton Stores Inc. had very high turnover among its cosmetics 
sales associates. They chose 450 current cosmetics associates who filled out anonymous 
surveys aimed at identifying employee traits. By using data-mining techniques to analyze 

data analytics
Using new number-crunching soft-
ware to dig through (“mine”) exist-
ing employee data to better identify 
what types of people succeed or fail, 
and therefore whom to hire.

http://www.mymanagementlab.com
http://www.previsor.com
http://www.iphonetypingtest.com
http://www.mymanagementlab.com
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this and other data, the company identified cosmetics associates’ traits that correlated 
with performance and tenure. They assumed that the best associates were friendly and 
enthusiastic about cosmetics. However, the best were actually problem solvers. They take
information about what the customer wants and needs, and solve the problem.38 This
helped Bon Ton formulate better selection tools.

Work Samples and Simulations
Work samples and simulations like the situational judgment tests and assessment centers
we discuss next can be considered tests. However, they differ from most of the tests we’ve 
discussed because they focus on measuring job performance directly. Personality and
interests inventories on the other hand try to predict job performance by measuring 
traits like extroversion or interests.

Situational Judgment Tests
Situational judgment tests are personnel tests “designed to assess an applicant’s judgment
regarding a situation encountered in the workplace.”39 Here’s a sample test question:

You are a sales associate at Best Buy in Miami, Florida. Many of the customers 
check the product’s feel and price with you, and then buy it at Amazon for a lower 
price. As a sales associate, you are responsible for three main things: providing 
exceptional customer service, demonstrating exceptional product knowledge, and 
maximizing sales. You are paid based on a weekly salary, not on incentives. Please 
indicate how you would respond to the following situation (several situations are 
typically presented):

Situation 1: A customer comes to you with a printout for a Samsung Galaxy 
phone from Amazon.com, and proceeds to ask you detailed questions about 
price, battery life, and how to work the phone, while mentioning that “the price at 
Amazon is about 25% less than yours.” You have been with this customer for three 
quarters of an hour now, and there are other customers waiting. You would:

1. Tell the customer to go buy the phone at Amazon.
2. Tell the customer to wait for 20 minutes while you take care of another 

customer.
3.  Tell the customer to go to a nearby Best Buy store where they have in stock a 

similar phone at a lower price.
4.  Explain the advantages of similar phones you have that may better fulfill the 

buyer’s requirements.
5.  Ask your supervisor to try to sell the customer on buying the Galaxy from 

Best Buy.

Situational judgment tests are effective and widely used.

Management Assessment Centers
A management assessment center is a two- to three-day simulation in which 10 to 
12 candidates perform realistic management tasks (like making presentations) under the 
observation of experts who appraise each candidate’s leadership potential.40 The center
itself may be a plain conference room, but it is often a special room with a one-way mir-
ror to facilitate observation. Typical simulated exercises include:

• The in-basket. Here the candidate faces an accumulation of reports, memos, notes 
of incoming phone calls, letters, and other materials. The candidate takes appropri-
ate action on each of these materials.

• The leaderless group discussion. A leaderless group receives a discussion question
and must arrive at a group decision. The raters then evaluate each group member’s
interpersonal skills, acceptance by the group, leadership ability, and individual 
influence.

• Individual presentations. A participant’s communication skills and persuasiveness
are evaluated.

management assessment 
center
A facility in which management can-
didates are asked to make decisions 
in hypothetical situations and are 
scored on their performance.
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Employers use assessment centers for selection, promotion, and development. Su-
pervisor recommendations usually play a big role in choosing participants. Line manag-
ers usually act as assessors and typically arrive at their ratings through consensus.41 In
one study (of 40 police candidates), the researchers concluded: “[A]ssessment center
performance shows a unique and substantial contribution to the prediction of future 
police work success, justifying the usage of such method.”42

Video-Based Situational Testing
Video-based tests present examinees with scenarios representative of the job, each fol-
lowed by a multiple choice question.43 A scenario might depict an employee handling a 
situation on the job. At a critical moment, the scenario ends and the video asks the can-
didate to choose from among several courses of action. Some employers, such as Knack, 
use video games to determine candidates’ creativity and ability to multitask.44

The Miniature Job Training and Evaluation Approach
With Miniature Job Training and Evaluation, the employer trains candidates to per-
form a sample of the job’s tasks, and then evaluates their performance. It assumes that a 
person who demonstrates that he or she can learn and perform the sample of tasks will
be able to learn and perform the job itself. The accompanying HR in Practice feature 
presents an actual example.

When Honda decided to build an auto plant in Lincoln, Alabama, it had to hire thousands
of new employees. Working with an Alabama industrial development training agency,
Honda began running help wanted ads.

Honda and the Alabama agency first screened the applications by eliminating those
who lacked the education or experience, and then gave preference to applicants near the
plant. About 340 applicants per six-week session received special training at a new facility 
about 15 miles south of the plant. It included classroom instruction, watching videos of 
current Honda employees in action, and actually practicing particular jobs. Some candi-
dates who watched the videos simply dropped out when they saw the work’s pace and 
repetitiveness.

The training sessions serve a dual purpose. First, job candidates learn the actual skills 
they’ll need to do the Honda jobs. Second, the training sessions provide an opportunity
for special assessors from the Alabama state agency to scrutinize the trainees’ work and 
to rate them. They then invite those who graduate to apply for jobs at the plants. Honda 
teams, consisting of employees from HR and departmental representatives, do the final
screening.45

HR IN PRACTICE

Selecting Employees at Honda’s New Car Plant

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question: What do you think are some of the drawbacks to using 
this approach?

Computerized Multimedia Candidate Assessment Tools
Employers increasingly use computerized multimedia candidate assessment tools. The 
Ford Motor Company uses one for hiring assembly workers. “The company can test 
everything from how people tighten the bolt, to whether they followed a certain proce-
dure correctly . . .”46 The accompanying HR Tools feature shows how line managers can 
devise their own simple employee testing tools.

miniature job training  
and evaluation
A selection procedure in which the 
employer trains candidates to per-
form a sample of the job’s tasks, and 
then evaluates their performance.

http://www.mymanagementlab.com
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INTERVIEWING CANDIDATES
While not all employers use tests, it would be very unusual for a manager not to inter-
view a prospective employee. An interview is a procedure designed to solicit informaw -
tion from a person’s oral responses to oral inquiries. A selection interview is “a selectionw
procedure designed to predict future job performance on the basis of applicants’ oral 
responses to oral inquiries.”47

Types of Selection Interviews
As you may know from your own experience, there are several ways to conduct selection 
interviews.

Structure

First, interviews may vary in the degree to which the interviewer structures or standard-
izes the interview.48 In nonstructured interviews, the interviewer asks questions as they d

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

Employee Testing and Selection

One of the ironies of being a line manager in even a big company is that, when it comes
to screening employees, you’re often on your own. Some large firms’ HR departments
may work with the hiring manager to design and administer screening tools like those we 
discussed. But the fact is that, in many of these firms, the HR departments do little more 
than some preliminary prescreening (for instance, administering typing tests to clerical 
applicants) and then follow up with background checks and drug and physical exams.

What should you do if you are, say, the marketing manager, and want to screen some
of your job applicants more formally? It is possible to devise your own test battery, but cau-
tion is required here. Purchasing and then using packaged tests could be a problem. Doing
so may violate company policy, raise validity questions, and even expose your employer to 
EEO liability.

A preferred approach is to devise and use screening tools, the face validity of which is 
obvious (face validity means the tool simply appears to measure what it is intended to mea-
sure). The simple work sampling test we discussed is one example. It’s not unreasonable, 
for instance, for the marketing manager to ask an advertising applicant to spend an hour 
designing an ad, or to ask a marketing research applicant to spend a half hour outlining
a marketing research program for a hypothetical product. Similarly, a production manager 
might reasonably ask an inventory control applicant to spend a few minutes using a stan-
dard inventory control model to solve an inventory problem.

For small business owners, some tests are so easy to use they are particularly good for 
small firms. One is the Wonderlic Personnel Test; it measures general mental ability in about
15 minutes. The tester reads the instructions, and then keeps time as the candidate works
through the 50 problems on the two inside sheets. The tester scores the test by totaling
the number of correct answers. Comparing the person’s score with the minimum scores 
recommended for various occupations shows whether the person achieved the minimally
acceptable score for the type of job in question. The Predictive Index measures work-related x
personality traits on a two-sided sheet. For example, there is the “social interest” pattern,
for a person who is generally unselfish, congenial, and unassuming. This person would be 
a good personnel interviewer, for instance. A template makes scoring simple.

 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: You own a small ladies’ dress shop in a mall and want to hire a 
salesperson. Create a test for doing so.

LEARNING OBJECTIVE  3
Explain the factors and 
problems that can under-
mine an interview’s useful-
ness, and the techniques 
for eliminating them.
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interview
A procedure designed to solicit 
information from a person’s oral re-
sponses to oral inquiries.

http://www.mymanagementlab.com
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come to mind, generally with no set format. In more structured or directive interviews,
the questions (and perhaps even acceptable answers) are specified in advance, and the 
answers may be rated for appropriateness. Figure 6.6 presents one structured interview 
form. This chapter’s appendix explains how to create such a form.

Types of Questions

Interviewers also ask different types of questions. Situational questions focus on the
candidate’s ability to explain what his or her behavior would be in a given situation.49

For example, “How would you react to a subordinate coming to work late three days
in a row?”

With behavioral questions, you ask interviewees how they behaved in the past in t
some situation. For example, “Did you ever have a situation in which a subordinate 

FIGURE 6.6
Structured Interview
Guide

Source: www.state.gov/
documents/organization
.107843.pdf, and United 
States Office of Personnel
Management. Structured 
Interviews: Interview 
Guide and Evaluation
Materials for Structured 
Interviews. United States 
Department of State.

Competency: Interpersonal Skills

Definition: 

Shows understanding, courtesy, tact, empathy, concern; develops and maintains relationships; may deal with people

who are difficult, hostile, distressed; relates well to people from varied backgrounds and situations; is sensitive to

individual differences.

Instructions:

First, here in step 1, create a structured interview guide like this one (including a competency definition, a lead question,

and benchmark examples and answers, for instance) for each of the job's required competencies:

Lead Questions: 

Describe a situation in which you had to deal with people who were upset about a problem. What specific actions did

you take? What was the outcome or result? 

Benchmark
Level

Level Definition Level Examples

5 Establishes and maintains ongoing working

relationships with management, other

employees, internal or external stakeholders,

or customers. Remains courteous when

discussing information or eliciting highly

sensitive or controversial information from

people who are reluctant to give it. Effectivelff y

handles situations involving a high degree of

tension or discomfort involving people who are

demonstrating a high degree of hostility

or distress. 

Presents controversial findings tactfully to irate 
organization senior management officials regarding 
shortcomings of a newly installed computer system,
software programs, and associated equipment.

4 Mediates disputes concerning system design/
architecture, the nature and capacity of data
management systems, system resources allocations, 
or other equally controversial/sensitive matters.

3 Cooperates and works well with management,

other employees, or customers, on short-term 

assignments. Remains courteous when discussing 

information or eliciting moderately sensitive or

controversial information from people who are 

hesitant to give it. Effectively handles situationsff

involving a moderate degree of tension or

discomfort  involving people who are

demonstrating a moderate degree of hostility

or distress. 

Courteously and tactfully delivers effectivff e

instruction  to frustrated customers. Provides

technical advice  to customers and the public on

various types of IT  such as communication or

security systems, data management procedures

or analysis.

2 Familiarizes new employees with administrative 
procedures and office systems.

1 Cooperates and works well with management, 
other employees, or customers during brief
interactions. Remains courteous when 
discussing information or eliciting non-sensitive 
or non-controversial information from people
who are willing to give it. Effectively handles ff
situations involving little or no tension, 
discomfort, hostility, or distressyy .

Responds courteously to customers’ general

inquiries.

Greets and assists visitors attending a meeting

within own organization.

STEP 1—Create a Structured Interview Guide

(Continued)

www.state.gov/documents/organization.107843.pdf
www.state.gov/documents/organization.107843.pdf
www.state.gov/documents/organization.107843.pdf
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came in late? If so, how did you handle the situation?” When Citizen’s Banking
Corporation in Michigan found that 31 of the 50 people in its call center quit in one 
year, the center’s head switched to behavioral interviews. She no longer tries to predict 
how candidates will act based on asking them if they want to work with angry clients. 
Instead, she asks behavioral questions like, “Tell me about a time you were speaking 
with an irate person, and how you turned the situation around.” Only four people 
left her center in the following year.50 Vanguard uses a behavioral-based interviewing 
technique they call STAR. During the interview, the Vanguard manager is told to ask 
the interviewee about a particular situation (S), or task (T) he or she faced, and to then 
uncover the actions or behaviors (A) the candidate took, and the result (R) of his or 
her actions.51

STEP 2—INDIVIDUAL EVALUATION FORM

Candidate to be assessed: __________________________________________________________________________

Date of Interview:_________________________________________________________________________________

Competency: Problem Solving

Definition: 

Identifies problems; determines accuracy and relevance of information; uses sound judgment to generate and evaluate

alternatives, and to make the recommendations. 

Question: 

Describe a situation in which you identified a problem and evaluated the alternatives to make a recommendation or 

decision. What was the problem and who was affected? 

Supplementary “Probes”:

How did you generate and evaluate your alternatives? What was the outcome?

Describe specific behaviors observed:  (Use back of sheet, if necessary)

Level Examples: 1-Low 2 3–Average 4 5–Outstanding

Uses logic to identify 
alternatives to solve
routine problems. 
Reacts to and 
solves problems by 
gathering and applying 
information from 
standard materials or 
sources that provide 
a limited number of 
alternatives. 

Uses logic to identify 
alternatives to solve 
moderately difficult 
problems. Identifies
and solves problems by
gathering and applying
information from a 
variety of materials or 
sources that provide 
several alternatives.

Uses logic to identify 
alternatives to solve 
complex or sensitive 
problems. Anticipates 
problems and identifies
and evaluates potential 
sources of information 
and generates
alternatives to solve 
problems where 
standards do not exist.

Final Evaluation: Printed Name: Signature:

Instructions:

Next, in step 2, create a form for evaluating each job candidate on each of the job's competencies:

FIGURE 6.6

(Continued)

(Continued)
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Knowledge and background questions probe candidates’ job-related knowledge and d
experience, as in, “What math courses did you take in college?”

“Trick” questions are becoming more prevalent (for example, “Why are tennis balls 
fuzzy?” and “If you could get rid of one state in the U.S., which would it be and why?”52

Google wants people who fit in with its creative, flexible, open-minded culture.53 To find
out if someone is a great fit, Google devised some interesting job interview questions.
For example, “A man pushed his car to a hotel and lost his fortune. What happened?”54

(The answer is at the end of the next paragraph.)

How to Administer

Managers can also administer the interview in several ways. The one-on-one inter-
view is most familiar. Two people meet alone and one interviews the other. In a 

STEP 3—PANEL CONSENSUS EVALUATION FORM

Candidate: _______________________________________________________________________________________

Date:____________________________________________________________________________________________

Panel Consensus Evaluation Form 
Instructions: 

Transfer each individual evaluation for each competency onto this form. If all of the individual competency evaluations r

are within one rating scale point, enter the average of the evaluations in the column labeled Group Evaluation. If more 

than one point separates any two raters, a consensus discussion must occur with each party justifying his/her evaluation. 

The lead interviewer or his/her designee should take notes on the consensus discussion in the space provided. Any 

changes in evaluation should be initialed and a final evaluation entered for each competency.

Competency

 

Final Individual Rater Evaluations Group Evaluation

(1) (2) (3)

Interpersonal Skills

Self-Management

Reasoning

Decision Making

Problem Solving

Oral Communication 

Total Score

Consensus Discussion Notes:

Signature Panel Member 1: ________________________________________________________________________

Signature Panel Member 2: ________________________________________________________________________

Signature Panel Member 3: ________________________________________________________________________

Instructions:

Finally, in step 3, create a panel consensus evaluation form like this one, which the members of the panel who interviewed

the candidate will use to evaluate his or her interview performance.

FIGURE 6.6

(Continued)
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sequential interview several people interview the applicant in sequence before a se-
lection decision is made. In a panel interview the candidate is interviewed simultane-
ously by a group (or panel) of interviewers, rather than sequentially. (He was playing 
Monopoly.)

Some conduct interviews by video or phone. Phone interviews can be more accu-
rate than face-to-face ones for judging things like interpersonal skills. Perhaps because 
neither side need worry about things like clothing or handshakes, the phone interview 
may let both participants focus more on substantive answers. In one study, interview-
ers tended to evaluate applicants more favorably in telephone versus face-to-face inter-
views. The interviewers came to about the same conclusions regarding the interviewees 
whether the interview was face-to-face or by videoconference. Applicants preferred face-
to-face interviews.55

For better or worse, some employers are using a speed-dating interviewing approach. 
One employer sent e-mails to all applicants for an advertised position. Of the 800 appli-
cants contacted, 400 showed up. Over the next few hours, applicants first mingled with 
employees, and then (in a so-called “speed-dating area”) had one-on-one contacts with 
employees for a few minutes. Based on this, the recruiting team chose 68 candidates for 
follow-up interviews.56

Improving Performance through HRIS
Online and Computer-Based Job Interviews

With tablet video functionalities and Skype™, Web-based “in-person” interview use 
is growing; an estimated 18% of candidates took such interviews in one recent year.57

Such interviews of course reduce travel and recruiting expenses.58 InterviewStream, Inc. 
(www.InterviewStream.com) offers employer clients prerecorded and live video inter-
view management systems for prescreening candidates and interviewing remote talent. 
For prerecorded interviews, candidates use a Webcam to record responses to the client’s 
tailored, prerecorded questions, which the client can review at its convenience. Or, the 
client and candidate use InterviewStream’s live video-conference platform for a live in-
terview. With the firm’s InterviewStream 360 Video Practice Interview System, organiza-
tions like college career centers and outplacement firms can have students or jobseekers 
record interviews, both for their own development and to make available to prospective 
employers.59 Other employers including Microsoft and Hewlett-Packard use the online 
virtual community Second Life to conduct job interviews. Job seekers create avatars to 
represent themselves.60

A computerized selection interview is one in which a job candidate’s oral and/or keyed w
replies are obtained in response to computerized oral, visual, or written questions and/or 
situations. Most such interviews present a series of multiple-choice questions regarding 
background, experience, education, skills, knowledge, and work attitudes. Some con-
front candidates with realistic scenarios (such as irate customers) to which they must 
respond, often online.61

Diversity Counts
Bias against Working Mothers

Would you hire someone’s mother? As absurd as that question seems, managers should
be aware of a sad fact: Employers tend to view working mothers negatively.62 Researchers
gave 100 MBA students (34% female, and all of whom worked full time) copies of a job
description summary. The job was assistant vice president of financial affairs. The MBA
students also got a “promotion applicant information form” to evaluate for each “appli-
cant.” These included researcher-created information such as marital status and supervi-
sor comments. Some “applicants” were mothers.

The student evaluators viewed the mothers as less competent, and were less likely 
to recommend them for the job. As the researchers say, this is consistent with evi-
dence that mothers suffer disadvantages in the workplace, a problem they term “the 
maternal wall.”63

http://www.InterviewStream.com
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How Useful Are Interviews?
While most employers use interviews, the statistical evidence regarding their validity 
is mixed.64 The key is that the interview’s usefulness depends on how you conduct the 
interview itself.65 The evidence suggests the following:

• For predicting job performance, situational question interviews yield a higher mean
(average) validity than do behavioral interviews.

• Structured interviews, regardless of content, are more valid and reliable than 
unstructured interviews for predicting job performance.66

• One-on-one interviews tend to be more valid than panel interviews.67

In summary, structured situational interviews (in which you ask the candidates what 
they would do in a particular situation) conducted one-on-one seem to be the most use-
ful for predicting job performance.

How to Avoid Common Interviewing Mistakes
Most people think they’re better interviewers than they really are.68 Actually, several 
common interviewing mistakes often undermine an interview’s usefulness.

Snap Judgments

Interviewers tend to jump to conclusions—make snap judgments—about candidates
during the first few minutes of the interview. In fact, this often occurs before the 
interview begins, based on test scores or résumés. One psychologist interviewed the 
CEOs of 80 top companies. She concluded that most managers size up the candidate 
before he or she even says anything, based on things like posture, handshake, and 
smile.69

The bottom line for interviewees: It’s imperative to start off right. For interviewers: 
Keep an open mind until the interview is over.

Negative Emphasis

Jumping to conclusions is especially troublesome given three interviewing facts: (1) In-
terviews are often mostly searches for negative information; (2) interviewers tend to be 
more influenced by unfavorable than favorable information; and (3) interviewers’ im-
pressions are more likely to change from favorable to unfavorable than from unfavorable 
to favorable.

In one study, the student 
evaluators viewed job 
candidates who were 
supposedly mothers as 
less competent, and were 
less likely to recommend 
them for the job.
Source: Cultura Creative/Alamy.
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Again, as an interviewee, remember that you only have one chance to make a good 
first impression. As an interviewer, the implication is, keep an open mind and con-
sciously guard against unwarranted negative impressions.

Not Knowing the Job

Interviewers who don’t really know what the job entails and what sort of candidate is 
best suited for it usually enter the interview with incorrect stereotypes about the ideal
applicant. They then erroneously match interviewees against these incorrect stereotypes. 
Studies therefore have long shown that more interviewer knowledge about the job trans-
lates into better interviews.70

Pressure to Hire

Being under pressure to hire undermines interview validity. In one study, managers were 
told that they were behind their recruiting quota. A second group was told they were ahead. 
Those behind evaluated the same recruits much more highly than did those ahead.71

Candidate Order (Contrast) Error

Candidate order (or contrast) error means that the order in which you see applicants af-ff
fects how you rate them. In one study, researchers asked managers to evaluate a candidate 
who was “just average” after first evaluating several “unfavorable” candidates. The average 
candidate was evaluated more favorably than he might otherwise have been, because, in 
contrast to the unfavorable candidates, the average one looked better than he actually was.72

Influence of Nonverbal Behavior

Interviewers rate applicants who demonstrate more eye contact, head moving, smiling, 
and similar nonverbal behaviors higher; such behavior can account for over 80% of the 
applicant’s rating.73 In one study, vocal cues (such as the interviewee’s pitch, speech rates, 
and pauses) and visual cues (such as physical attractiveness, smile, and body orientation)
correlated with evaluators’ judgments of interviewee credibility.74 Similarly, candidate
self-promotion is strongly related to the interviewer’s perceptions of candidate-job fit.75

Attractiveness

In general, individuals ascribe more favorable traits and more successful life outcomes 
to attractive people.76 In one study, researchers asked subjects to evaluate candidates 
for promotability based on photographs. Men were perceived to be more suitable for 
hire and more likely to advance to the next executive level than were equally qualified 
women, and more attractive candidates, especially men, were preferred over less attrac-
tive ones.77 These stereotypes are changing. However, women still account for only about
16% of corporate officers and 1% of CEOs at Fortune 500 companies.78

Research Insight

In one study, the researchers manipulated how “candidates” looked, for instance by placing
scarlike marks on the cheeks of some applicants but not on others. Managers who inter-
viewed a facially stigmatized applicant “rated the applicant lower [and] recalled less infor-
mation about the interview” (apparently, staring at the “scars” distracted the interviewers).79

Ingratiation

Interviewees can boost their chances for job offers through self-promotion and ingratia-
tion, for instance by agreeing with the recruiter’s opinions and thus signaling that they 
share similar beliefs. Self-promotion means promoting one’s own skills and abilities to
create the impression of competence.80 Self-promotion is the most effective tactic, but
faking or lying generally backfires.81

Nonverbal Implications

The bottom line is that otherwise inferior candidates who “act right” in interviews often 
get higher ratings than do more competent applicants who lack such skills. Interviewers
should thus look beyond the interviewee’s behavior. Focus on what the interviewee says. 
Furthermore (since attributes such as attractiveness, sex, or race are generally irrelevant 
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to job performance), anticipate the potential impact of such biases and don’t let them 
influence the ratings you give. The Management Skills features shows how to conduct an 
effective interview.

Building Your Management Skills:
How to Conduct an Effective Interview

The reason why interview problems like these are so troublesome is that managers 
tend to conduct interviews informally. They ask questions which may really have 
no relevance to the job (such as “What would you say are your main strengths and 
weaknesses?”), and they make little attempt to standardize how they question each 
job candidate. The following steps present a more useful approach.

Step 1: Design the interview. Before walking into the interview, you should de-
cide what questions to ask, and how you will ask them. Preferably, you 
should standardize (or “structure”) the interview, to ensure consistency 
from applicant to applicant. The chapter appendix presents a precise way 
to do this—to create a structured interview. However, there are also less 
technical ways to increase the interview’s standardization.82 Specifically:
a. First make sure you understand the job and its human requirements.
b. Then compose questions based on actual job duties from the job

description.83 Use mostly job knowledge, situational, or behavioral 
questions. Questions that ask for opinions and attitudes, goals and 
aspirations, and self-descriptions and self-evaluations encourage self-
promotion and let candidates avoid revealing weaknesses. Good ex-
amples include (1) situational questions like “Suppose you were giving l
a sales presentation and a difficult technical question arose that you 
could not answer. What would you do?” (2) past behavior questionsr
like “Can you provide an example of a specific instance where you de-
veloped a sales presentation that was highly effective?” (3) background
questions like “What work experiences, training, or other qualifica-
tions do you have for working in a teamwork environment?” and 
(4) job knowledge questions like “What factors should you consider
when developing a TV advertising campaign?”84

c. Use the same questions with all candidates. This boosts reliability and 
can reduce bias by giving all candidates the same opportunity.

d. If possible, use rating scales. For each question, try to have sample 
ideal, good, fair, and poor answers and a quantitative score for each. 
Then rate each candidate’s answers against this scale.

e. Have several people interview the candidate.
f. If possible, create a structured interview form, as in Figure 6.6.

Step 2: Review the candidate’s background. Before the interview, review the
candidate’s application and résumé, and note any vague areas. Review the 
job specification. Start the interview with a clear picture of an ideal 
candidate’s traits.

Step 3: Establish rapport. The point of the interview is to find out about the 
applicant. Start the interview by putting the person at ease. As a rule, all 
applicants—even drop-ins—should receive friendly, courteous treatment.

Step 4: Ask questions. Try to follow your structured interview form, or questions 
you wrote out ahead of time. You’ll find an additional menu of questions 
(such as “Describe a situation which best illustrates your leadership 
ability”) in Figure 6.7. In asking questions, follow these do’s and don’ts:
• Don’t ask questions that can be answered yes or no.t
• Don’t telegraph the desired answer, for instance, by nodding or smiling t

when the right answer is given.

(continued)
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• Don’t interrogate the applicant as if the person were a criminal.t
• Don’t monopolize the interview by rambling, nor let the applicant t

dominate the interview.
• Do ask open-ended questions.
• Do listen to the candidate to encourage him or her to express thoughts fully.
• Do draw out the applicant’s opinions and feelings by repeating the person’s 

last comment as a question (e.g., “You didn’t like your last job?”).
• Do ask for examples.85 For instance, if the candidate lists specific strengths 

or weaknesses, follow up with, “What are specific examples that demon-
strate each of your strengths?”

Step 5: Close the interview. Leave time to answer any questions the candidate 
may have and, if appropriate, to advocate your firm to the candidate. 
Leave all interviews on a courteous note. Tell the applicant whether there 
is an interest and, if so, what the next step is. Make rejections diplomati-
cally (for instance, “Thank you but there are other candidates whose 
experience is closer to our requirements.”).

Step 6: Review the interview. After the candidate leaves, review your interview 
notes and fill in the structured interview guide (if any, and if you didn’t 
do so during the interview). Then make your decision.

John, the restaurant manager in this chapter’s opening scenario, decides to write
several job knowledge, situational, and behavioral questions to ask prospective wait staff. 
One behavioral question he came up with was, “Tell me about a time when you had to 
deal with a particularly obnoxious person; what did you do and how did it work out?” 
Can you think of other good questions John could ask?

KNOW YOUR EMPLOYMENT LAW

Interviewing Candidates

Recall from Chapter 2 that it’s generally not illegal (although it is unwise) to ask, say, a
female candidate about marital status or an older-looking applicant “How old are you?” 
You can usually ask, as long as you show that the employer does not discriminate or that 
it can defend the question as a BFOQ or business necessity. However, many local laws do 
bar asking them, and the EEOC disapproves of such practices.

The best approach is to avoid having job candidates file charges in the first place. 
Avoid red-flag questions. Show applicants that the interview process is fair, that the in-
terviewer treats the interviewee with respect, and that the interviewer is willing to ex-
plain the interview process and the rationale for the questions.86 Emphasize objective/
job-related questions, standardize the interview process (so it’s the same for all appli-
cants), and use multiple interviewers where possible. ■

Using Competencies Models and Profiles in Employee Interviews
Best talent management practice calls for using the same competencies model/profile 
(set of desirable competencies, traits, knowledge, and experience) for recruiting, select-
ing, training, appraising, and compensating the employee. For example, in its own work-
force planning, IBM identified about 500 possible “roles” employees might fill, such as
analyst. IBM then created profiles or required skill sets for each role. It rates its employ-
ees on these skills, from 0 to 3, and those ratings may then guide promotions, transfers, 
or training, for instance.

For an example of how to use a job’s profile to formulate selection interview ques-
tions, see Table 6.1. It shows illustrative competencies, knowledge, traits, and experi-
ence for a chemical engineer, and related interview questions. The talent management 
team could then also use the same profile (list of competencies, knowledge, traits, and 
experience) for guidance in how to recruit, train, appraise, and pay candidates for this
position.
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FIGURE 6.7
Sample Interview Questions

Source: Figure showing “Sample Interview Questions” from Indiana State University Career Center website. Copyright © 2012 
by Indiana State University. Reprinted with permission of Indiana State University Career Center. All rights reserved.

Organization and Planning Skills

1. Describe a specific situation which illustrates how you set objectives to reach a goal.
2. Tell me about a time when you had to choose between two or more important opportunities. How did you go about deciding 

which was most important to you?
3. Tell me how you normally schedule your time in order to accomplish your day-to-daa ay tasks.y
4. Describe a situii ation where you had a majoa r role in organizing an important event. How did you do it?
5. Think about a lengthy term pay per aa or report that you have aa written. Describe how yooo u organized, researched, and wrote that report.
6. Give an example of hof w you organized notes and other materials in order to study for an important exam.
7. Describe a time when you reorganized something to be more efficient. How did you do it?
8. Think of a time when yof u made important plans that were fouled up. How did you react? What did you do?

Interaction and Leadership

1. Tell me about an event in your past which has greatly inflff uenced the way yoaa u relate to people.
2. Give a specific example that best illustrates your ability to deal with an uncooperative person.
3. Some people have aa the ability to “roll with the punches.” Describe a time when yo. u demonstrated this skill.
4. Tell me when you had to work with someone who had a negative opinion of you. How did you overcome this?
5. Recall a time when you participated on a team. Tell me an important lesson you learned that is useful to you today.
6. Describe an instance when you reversed a negative situation at school, work, or home. How did you do it?
7. Describe a situii ation which best illustrates your leadership ability.
8. Think about someone whose leadership you admire. What qualities impress you?

Assertiveness and Motivatiaa on

1. Describe several work standards that you have saa et for yourself in past jobs. Why are these important to you?
2. Tell me a time when you have experienced a lack of mof tivation. What caused this? What did you do about it?
3. Describe a situii ation where you had to deal with someone whom you felt was dishonest. How did you handle it?
4. Describe a situii ation that made you extremely angry. How did you react?
5. Tell me about a time that best illustrates your ability to “stick things out” in a tough situation.
6. Describe a time when you motivated an unmotivated person to do something you wanted them to do.
7. Give me an example of a time when yof u were affected by organizatiaa onal politics. How did you react?
8. Give me an example of when sof meone tried to take advantage of you. How did you react?

Decision Making and Problem Solving

1. Give an example that illustrates your ability to make a tough decision.
2. Tell me about a decision you made even though you did not have all the facts.
3. Describe a situii ation where you have had to aa “stand up” for a decision you made, even though it was unpopular.
4. Describe a situii ation where you changed your mind, even after you publicly committed to a decision.
5. Describe a situii ation that illustrates your ability to analyze and solve a problem.
6. Tell me about a time where you acted as a mediator to solve a problem between two other people.
7. Describe a problem that seemed almost overwhelming to you. How did you handle it?
8. Tell me about a time where you have usaa ed a creative or unique approach to solve a tough problem.

The following general questions will also help you prepee are for employment interviews:

1. Tell me a little about yourself.ff
2. Why did you attend Indiana State University?
3. What led you to choose your majoa r or career field?
4. What college subjects did you like best/least? What did you like/dislike about them?
5. What has been your greatest challenge in college?
6. Describe your most rewarding college experience.
7. Do you think that your grades are a good indication of yof ur academic abilities?
8. If yof u could change a decision you made while at college, what would you change? Why?
9. What campus involvements did you choose? What did you gain/contribute?

10. What are your plans for continued or graduate study?
11. What interests you about this job? What challenges are you looking for in a position?
12. How have youraa educational and work experiences prepared you for this position?
13. What work experiences have aa been most valuable to you and why?
14. Why are you interested in our organizatioaa n? In what way do yoaa u think you can contribute to our company?
15. How would you describe yourself?
16. What do you consider to be your greatest strengths? Weaknesses? Give examples.
17. If I asked the pef ople who know yow u for one reason why I shhh ouldn’tn  hire you, what would they say?aa
18. What accomplishments haveaa given you the most satisfactioaa n? Why?
19. What are your long-range career objectives? How do you plan to achieve these?
20. How would you describe your ideal job?
21. What two or three things are most important to you in your job?
22. Do you have a geaa ographical preference? Why?
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USING OTHER SELECTION TECHNIQUES
Testing is usually just part of an employer’s selection process. Other tools may include 
background investigations and reference checks, preemployment information services, 
honesty testing, graphology, and substance abuse screening.

Background Investigations and Reference Checks
About 80% of HR managers report checking applicants’ backgrounds and criminal 
convictions, and 35% do credit checks, and for good reason.87 As a government re-
port said of one of the more spectacular hiring fiascos, the background check on NSA 
analyst Edward Snowden “did not present a comprehensive picture of Mr. Snowden.”88

There are two key reasons for checking backgrounds. One is to verify the accuracy 
of facts the applicant provided; the other is to uncover damaging background informa-
tion such as criminal records. (Note that some enterprising entrepreneurs have created
fake job reference services. For a fee, they create fake work histories and references for 
job seekers.)89

Employers sometimes
discover after hiring 
someone that his or her 
background or training 
was not what he or she 
said they were.
Source: Photodisc/Getty Images.

TABLE 6.1 Asking Profile-Oriented Interview Questions

Profile Component Example Sample Interview Question

Competency Able to use computer drafting software Tell me about a time you used CAD Pro computerized 
design software.

Knowledge How extreme heat affects hydrochloric
acid (HCl)

Suppose you have an application where HCl is heated
to 400 degrees Fahrenheit at 2 atmospheres of pressure;
what happens to the HCl?

Trait Willing to travel abroad at least 
four months per year visiting facilities

Suppose you had a big affair that you had to attend next 
week and our company informed you that you had to 
leave for a job abroad immediately, and stay three weeks. 
How would you handle that?

Experience Designed pollution filter for acid-cleaning 
facility

Tell me about a time when you designed a pollution filter 
device for an acid-cleaning facility. How did it work? 
What particular problems did you encounter? How did
you address them?

LEARNING OBJECTIVE  4
Explain how to do 
background checks on job 
candidates.
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What to Verify

The most commonly verified background areas are legal eligibility for employment (to 
comply with immigration laws), dates of prior employment, military service (including
discharge status), education, and identification (including date of birth and address). 
Other items should include county criminal records (current residence, last residence), 
motor vehicle record, credit, licensing verification, Social Security number, and refer-
ence checks.90 Several states, including Massachusetts and Hawaii, prohibit private
employers from asking about criminal records on initial written applications.91

The position determines how deeply you search. For example, a credit and education 
check is more important for hiring an accountant than a groundskeeper. In any case, also 
periodically check credit ratings of employees who have easy access to company assets, 
and driving records of those who use company cars.

Collecting Background Information92

Most employers try to verify directly an applicant’s current position, salary, and employ-
ment dates with his or her current employer by phone (assuming that the candidate has 
cleared doing so). Others call the applicant’s current and previous supervisors to try to
discover more about the person’s motivation, technical competence, and ability to work 
with others.

Many employers use commercial credit rating companies or employment screen-
ing services. These provide information about an applicant’s credit standing, indebted-
ness, reputation, character, lifestyle, and the truthfulness of the person’s application data.
There are also thousands of online databases and sources for obtaining background in-
formation, including sex offender registries; workers compensation histories; nurses aid 
registries; and sources for criminal, employment, and educational histories.93

Checking Social Networking Sites

More employers are checking candidates’ social networking site postings. Some ask for 
applicants’ Facebook or other login information to facilitate checking their sites. One 
employer went to Facebook.com and found that a top candidate described his interests 
as smoking marijuana and shooting people. The student may have been joking but did
not get the offer.94 After conducting informal online reviews, recruiters found that 31% 
of applicants had lied about their qualifications and 19% had posted information about 
their drinking or drug use, according to one survey.95 Similarly, as a Wall Street Journal
article titled “Job references you can’t control” noted, social networking sites can also
help prospective employers identify an applicant’s former colleagues, and thus contact
them.96

SOCIAL MEDIA POLICY Employers’ increasing use of Facebook, LinkedIn, and other social
media injects new legal risks into the screening process. For example, applicants usually 
don’t list race, age, disability, or ethnic origin on their résumés, but their Facebook pages
may well reveal such information, setting the stage for possible EEO claims. Or, an over-
eager supervisor might supplement HR’s efforts by conducting his or her own Facebook 
page “background check” and then make a hiring decision based on discriminatory 
criteria.97 A new Maryland law restricts employer demands for applicant usernames and 
passwords.98

The solution isn’t necessarily to prohibit the legitimate use of social media-based ap-
plicant and employee information (unless perusing such information is illegal under the 
law, as in Maryland). Instead, the employer should formulate and follow intelligent social 
media staffing policies and procedures. For example, inform employees and prospec-
tive employees ahead of time regarding what information the employer plans to review. 
Assign one or two specially trained human resource professionals to search social media 
sites. Prohibit unauthorized employees (such as the prospective supervisor) from access-
ing such information. Also, treat everyone equitably: don’t permit accessing information
on, say, LinkedIn job profiles unless all applicants have such job profiles posted.99 The 
employer should avoid subterfuge, for instance, using a fictitious login name. Applicants 
should obviously consider the likelihood that employers may access their sites.
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Reference Check Effectiveness

Handled correctly, background checks are an inexpensive and straightforward way to 
verify facts (such as current and previous job titles). Unfortunately, getting candid replies 
can be tricky. For one thing, it is not easy for the reference to prove that the bad reference 
was warranted. The rejected applicant thus has various legal remedies, including suing 
the reference for defamation. This can understandably inhibit former employers.100

In one case, a man was awarded $56,000 after being turned down for a job because, 
among other things, a former employer called him a “character.” Furthermore, many 
supervisors don’t want to diminish a former employee’s chances for a job. Others give 
incompetent employees good reviews to get rid of them.

KNOW YOUR EMPLOYMENT LAW

Giving References

Many managers are hesitant to respond candidly to requests for references on former 
employees, and for good reason. Various laws give certain individuals certain rights to
knowing the nature and substance of information, for instance in their credit files and 
files with government agencies.

Furthermore, common law applies to any information the manager supplies. Com-
munication is defamatory if it is false and tends to harm the reputation of another by y
lowering the person in the estimation of the community or by deterring other persons 
from dealing with him or her. Former employees may even hire reference-checking firms
and take legal action for defamatory references.101

Truth is not always a defense. In some states, employees can sue employers for dis-
closing to a large number of people true but embarrassing private facts about the em-
ployee. One case involved a supervisor shouting that the employee’s wife had been having 
sexual relations with certain people. The jury found the employer liable for invasion of 
the couple’s privacy and for the intentional infliction of emotional distress.102

The net result is that most employers and managers restrict who can give references, 
and what they can say. As a rule, only authorized managers should provide information; 
many centralize the task of responding to reference requests. Other suggestions include: 
“Don’t volunteer information,” “Avoid vague statements,” and “Do not answer trap ques-
tions such as, ‘Would you rehire this person?’” In practice, many firms have a policy of 
not providing any information about former employees except for their dates of employ-
ment, last salary, and position titles.103 ■

Building Your Management Skills: How to Obtain More Useful
Reference Information

So what is the prospective supervisor or employer to do? Is there any way to obtain 
better information?

Yes. First, have the candidate sign a release (usually, on the application)
authorizing the background check.104

Second, always obtain two forms of identification.
Third, ensure that the applicant completed the application fully. Always com-

pare the application to the résumé (people tend to be more creative on their résumés 
than on their application forms, where they must certify the information).105 Do not 
accept an application on which the applicant simply says “see résumé”.

Fourth, use a structured reference-checking form as in Figure 6.8. This helps
ensure that you don’t overlook important questions.

Fifth, persistence and sensitivity to potential red flags can improve results. For 
example, if the former employer hesitates or seems to qualify his or her answer when 
you ask, “Would you rehire?” don’t just go on to the next question. Instead, try to

(continued)
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unearth what the applicant did to make the former employer pause. Since phone 
references apparently produce more candid assessments, it’s probably best to rely 
more on them.

Finally, use the references offered by the applicant as merely a source for other 
people who may know of the applicant’s performance. Thus, you might ask each 
reference, “Could you give me the name of another person who might be familiar
with the applicant’s performance?” In that way, you begin getting information from 
references that may be more objective. Try to contact at least two previous superiors,
two peers, and two subordinates. Ask open-ended questions, such as, “How much 
structure does the applicant need in his/her work?” in order to get the references to 
talk more about the candidate.106

Automated online reference checking can also improve results. With a system such
as Pre-hire 360 (go to www.skillsurvey.com, then click products, than pre-hire-360) 
the hiring employer inputs the applicant’s name and e-mail address. Then the person’s
preselected references rate the applicant’s skills anonymously, using a multiquestion 
survey. The system then compiles these references into a report for the employer.107

Social Media and HR
Googling applicants or checking their social networking sites is popular.108 The problem
is that, while Googling is probably safe enough, checking social networking sites raises 
legal issues. For example, it’s probably best to get the candidate’s prior approval for so-
cial networking searches.109 And do not use a pretext or fabricate an identity.110 A new 
Maryland law restricts employer demands for applicant usernames and passwords.111

And while applicants usually don’t list race, age, disability, or ethnic origin on their 
résumés, their Facebook pages may reveal such information, setting the stage for pos-
sible EEOC claims. Or, an over-eager supervisor might conduct his or her own Facebook 
page “background check.”112

The solution isn’t necessarily to prohibit the legitimate use of social media–based 
applicant and employee information (unless it’s illegal, as in Maryland). Instead, the 
employer should formulate and follow intelligent social media staffing policies and 
procedures. For example, inform employees and prospective employees ahead of 
time regarding what information the employer plans to review. Assign one or two 
specially trained human resource professionals to search social media sites. Prohibit 
unauthorized employees (such as the prospective supervisor) from accessing such 
information.113

Using Preemployment Information Services

Numerous services offer prehire screening. Large background checking providers
include ADP, Hireright, LEXIS-NEXIS Screening Solutions, and Employment Back-
ground Investigations.114 They use databases to access workers’ compensation and 
credit histories, and conviction and driving records. For example, retailers use First 
Advantage Corporation to see if their job candidates have been involved in suspected 
retail thefts.115 However, some criminal background information is flawed. Errors in-
clude mismatching the subject of the report with someone having the same or similar
name.116

There are therefore caveats. First, make sure the vendor doesn’t violate EEO laws in
what it does or asks. Second, ensure the vendor gets a signed release authorizing the back-
ground check, complies with the Fair Credit Reporting Act, and uses only legal data sources. 
Third, make sure the vendor is providing accurate and complete information on the 
candidate.117

Honesty Testing
Employers can use various tools to assess candidates’ and employees’ honesty.

http://www.skillsurvey.com
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FIGURE 6.8
Reference Checking Form

Source: Reprinted with
permission from the Society for
Human Resource Management. 
All rights reserved.

Candidate
Name

(VerVV ify thff at thet applicant has provided permission before conducting reference checks.)e

Reference
Name

Company
Name

Dates of Emf ployment
From: To:

Position(s)
Held

Salary
History

Reason for
Leaving

Explain the reason for your call and verify the aby ove inforff mation with the supervisor (including the
reason for leaving)

1. Please describe the type of wof rk for which the candidate was responsible.

2. How would you describe the applicant’s relationships with coworkers, subordinates (if applicable),
and with superiors?

3. Did the candidate have a paa ositive or negative work attitude? Please elaborate.

4. How would you describe the quantity and quality of output generated by the foy rmer employee?

5. What were his/her strengths on the job?

6. What were his/her weaknesses on the job?

7. What is your overall assessment of the candidf ate?

8. Would you recommend him/her for this position? Why or why nohh t?

9. Would this individual be eligible for rehire? Why or why nohh t?

Other comments?
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Polygraph Tests

The polygraph (or “lie detector”) machine measures physiological changes 
such as increased perspiration. The assumption is that such changes re-
flect changes in the emotional stress that accompanies lying.

Complaints about offensiveness as well as doubts about the poly-
graph’s accuracy culminated in the Employee Polygraph Protection
Act of 1988. With few exceptions, the law prohibits most employers 
from conducting polygraph examinations of all applicants and most
employees.

Paper-and-Pencil Honesty Tests

The virtual elimination of the polygraph triggered a burgeoning market 
for written psychological tests designed to predict job applicants’ prone-
ness to dishonesty. Most of these measure attitudes regarding things such
as tolerance of others who steal. (See, for example, http://testyourself
.psychtests.com/testid/2100)

Psychologists have some concerns. For example, the tests may be 
prone to producing a high percentage of false positives, and are sus-
ceptible to coaching.118 However, studies tend to support these tests’
validity. One study was made of 111 employees hired by a major retail
convenience store chain to work at convenience store or gas station
outlet counters.119 The researchers found that scores on an honesty 
test successfully predicted theft, as measured by termination for 
theft. The HR as a Profit Center feature describes another example.120

The following Skills feature outlines how to spot dishonesty.

The polygraph (or “lie detector”) 
machine is a device that measures 
physiological changes such as increased
perspiration.
Source: Tek Image/Photo Researchers, Inc.

Building Your Management Skills: How to Spot Dishonesty

In practice, detecting dishonest candidates involves not just testing but a compre-
hensive screening procedure. Experts suggest these steps:

• Ask blunt questions.121 For example, there is probably nothing wrong with asking, 
“Have you ever stolen anything from an employer?” and “Is any information on 
your application falsified?”

• Listen carefully, rather than talk. Liars will try to answer direct questions somewhat 
evasively. For example, ask them if they’ve ever used drugs and they might say “I don’t 
take drugs.”122

• Watch for telltale body signals. For example, someone who is not telling the truth may 
move his or her body slightly away from you.123 Establish a baseline by seeing how his
or her body is positioned when the person is undoubtedly telling the truth. Know that 
it is not true that adult liars won’t look you in the eye when they’re lying; polished liars t
may actually do so excessively.124

• Include a clause in your application form that gives you the right to background checks, 
including credit checks and motor vehicle reports, and then check all references.

• Consider using an honesty test.
• Devise a drug-testing program and give each applicant a copy of the policy.
• Conduct searches and establish a search-and-seizure policy. The policy should state 

that all lockers, desks, and similar property remain the property of the company and 
may be inspected. Give each applicant a copy of the policy and require a signed copy.

• Make clear to employees that any failure to follow protocols or falsification of records 
will result in disciplinary action.125

• Use caution. Being rejected for dishonesty carries more stigma than does being
rejected for, say, poor mechanical comprehension. Furthermore, some states, such 
as Massachusetts and Rhode Island, limit honesty tests.

http://testyourself.psychtests.com/testid/2100
http://testyourself.psychtests.com/testid/2100
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Graphology
The use of graphology (handwriting analysis) assumes that the writer’s basic personality 
traits will be expressed in his or her handwriting. Handwriting analysis thus has some 
resemblance to projective personality tests.

Although some writers estimate that more than 1,000 U.S. companies use hand-
writing analysis to assess applicants, the validity of handwriting analysis is questionable. 
One reviewer says, “There is essentially no evidence of a direct link between handwrit-
ing analysis and various measures of job performance.”126 Why so many employers use
it is thus a matter of debate. Perhaps it’s because it seems, to many people, to have face
validity.127

HR AS A PROFIT CENTER

Using Integrity Tests

At Hospital Management Corporation, an integrity test is the first step in the hiring process,
and those who fail go no further. It instituted the test after determining that such tests did
weed out applicants with undesirable behaviors. For example, after several months using 
the test, workers’ compensation claims dropped among new hires.128

 Talk About It – 5
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Check online and compile a list of four more examples of how 
employers report saving money by using integrity tests.

Medical Exams
Medical exams are often the next step in the selection process. Such exams can confirm 
that the applicant qualifies for the physical requirements of the position and can unearth 
any medical limitations to take into account in placing the applicant. It can also detect 
communicable diseases. Under the ADA, a person with a disability can’t be rejected for 
the job if he or she is otherwise qualified and if the person could perform the essential 
job functions with reasonable accommodation. According to the ADA, a medical exam 
is permitted during the period between the job offer and the commencement of work, if 
such exams are standard for all applicants for that job.129

Drug Screening
Employers generally conduct drug tests. Employers may use: urine testing to test for any 
illicit drugs; breath alcohol tests to determine amount of alcohol in the blood; blood tests 
to measure alcohol or drug in the blood at the time of the test; hair analyses to reveal 
drug history; saliva tests for substances such as marijuana and cocaine; and skin patches 
to determine drug use.130

The most common practice is to test new applicants just before formally hiring them.
Many firms also test current employees when there is reason to believe an employee has 
been using drugs, such as after a work accident. Some firms administer drug tests on 
a random basis, while others do so when transferring an employee.131 Most employ-
ers that conduct such tests use urine sampling. Numerous vendors provide workplace 
drug-testing services.132

Problems

Drug testing is problematical.133 Breathalyzers (like those police give roadside to inebri-
ated drivers) do correlate closely with impairment levels. However, urine and blood tests
for other drugs only show whether drug residues are present, not impairment, habitua-
tion, or addiction.134 There is also “a swarm of products that promise to help employees
(both male and female) beat [urine analysis] drug tests.”135 Hair follicle testing and newer 
oral fluid samples are less subject to tampering.

http://www.mymanagementlab.com
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Drug testing therefore raises several issues. Without strong evidence linking blood 
or urine drug levels to impairment, some argue that drug testing violates people’s privacy 
and due process rights, and that the procedures themselves are degrading and intrusive.
Others argue that workplace drug testing might identify one’s use of drugs during leisure 
hours, but have little or no relevance to the job.136 It’s also not clear that drug testing im-
proves safety or performance. At least one study concluded that other than alcohol, there 
is no clear evidence that drugs diminish safety or job performance.137

Realistic Job Previews
Sometimes, a dose of realism makes the best screening tool. For example, Walmart found 
that associates who quit within the first 90 days often did so because they preferred to 
work in another geographic area. The firm then began explicitly explaining and asking 
about work schedules and work preferences.138

Tapping Friends and Acquaintances
Tap the opinions of people you trust who have direct personal knowledge of the can-
didate. As a former Continental Airlines CEO said, “[T]he best possible interview is 
miniscule in value compared to somebody who’s got even a couple of months of work 
experience with somebody.”139

Making the Selection Decision
Once you’ve done all your testing and checking, the question arises, How do you com-
bine all this information and make a selection decision? Of course, if you’re only using
one predictor (such as one test score), then the decision is straightforward. For example, 
an applicant for an engineering position should score at least 30 answers correct on the
Wonderlic test in order to be appointable as an engineer. If your applicant scores lower, 
you probably wouldn’t hire him or her, and if it’s higher, you probably would.

But, in reality, things are not so simple. For one thing, you’ll probably not make 
your decision based on a single predictor (in this case, one test score). You’ll also want to
factor in the person’s references, his or her interview and application information (such 
as school attended), and perhaps the results of other tests. Furthermore, you’ll prob-
ably have more than one candidate.140 Will you simply choose the one with the highest
Wonderlic score? Probably not. So again, you’ll need some way to weigh all the sources
of information you have about each candidate.

How do you weigh all the input in reaching a selection decision? You have three 
basic choices. You could use, first, a clinical (or intuitive or judgmental) approach. Here 
you intuitively but consciously weigh all the evidence you have about the candidate, and
make your decision. Second, you could take a statistical or “mechanical” approach. In
its purest sense, the mechanical approach involves quantifying all the information you
collect about the candidate (including, for example, subjective information from refer-
ences). You then combine all this quantified information, perhaps then applying a for-
mula that predicts the candidate’s likely job success. And third, of course, you could
combine the mechanical results you obtained from your formula with judgment. While
it’s ideal to use a mechanical/statistical approach, the judgmental approach is usually 
better than nothing.141

How Useful Are Testing and Selection Devices?
Just how useful is it for a firm to utilize testing and selection devices like those described
previously? The evidence suggests that a well-designed program can improve perfor-
mance and a firm’s bottom line. As one example, a selection program was implemented
at a firm that operates skilled nursing care facilities in Dayton, Ohio.142 The firm faced 
several problems including turnover of 146% per year. Working with a consultant, the 
company devised a nursing assistant test battery. This consisted of three tests: an em-
ployment inventory aimed at identifying people who show conscientious work behav-
ior; a personality survey aimed at identifying candidates who are more people oriented 
and more likely to interact positively with others; and a job preferences inventory that 
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looks for a match between actual job conditions and people’s preferences for those job 
conditions.

The testing program appears to have been successful. Turnover rates dropped to
71% annually one year after instituting the test battery, and to 51% within two years of 
its implementation. It also reports saving more than $300,000 annually due to reduced 
turnover and higher overall employee productivity among nursing assistants.

Any selection program’s effectiveness of course depends on the validity of its com-
ponents. As a rule, tests with high face validity, such as work samples, peer evaluations,
and assessment centers tend to rate highest. Indirect evaluations such as psychological
tests rate lower.143

Complying with Immigration Law
Under the Immigration Reform and Control Act of 1986, prospective employees must 
prove that they are eligible to work in the United States. Someone does not have to be a 
U.S. citizen to be employed under this act. However, employers should ask a candidate
who is about to be hired whether he or she is a U.S. citizen or an alien lawfully authorized 
to work in the United States.

How to Comply

There are two ways prospective employees can show their eligibility for employment.
One is to show a document such as a U.S. passport or alien registration card contain-
ing a photograph that proves both identity and employment eligibility. However, many 
prospective employees do not have either of these documents. Therefore, the other way 
to verify employment eligibility is to see one document that proves the person’s identity,
along with a separate document showing the person’s employment eligibility, such as a
work permit. The applicant fills in the government’s I-9 Employment Eligibility Verifica-
tion form. However, employers run the risk of accepting fraudulent documents. Preem-
ployment screening should therefore include employment verification, criminal record
checks, drug screens, and reference checks. You can verify Social Security cards by call-
ing the Social Security Administration.

Many employers now use automated I-9 verification systems with drop-down
menus to electronically compile and submit applicants’ I-9 data.144 More employers are 
also using the federal government’s voluntary Internet-based employment verification 
program, E-Verify, to confirm U.S. work authorization status.145 E-Verify is mandatory 
for employers with certain federal contracts. There is no charge to use E-Verify.146

The requirement to verify eligibility does not provide any basis to reject an appli-
cant just because he or she is a foreigner, not a U.S. citizen, or an alien residing in the 
United States. But, the applicant must be able to prove his or her identity and employ-
ment eligibility.147 Employers can avoid accusations of discrimination by verifying all 
applicants’ documents, not just those they think are suspicious.148

Improving Performance through HRIS
Comprehensive Applicant Tracking and Screening Systems

The applicant tracking systems we introduced in Chapter 5 do more than track appli-
cants. Most employers also use their applicant tracking systems (ATSs) to prescreen-out 
applicants who do not meet minimum, nonnegotiable job requirements, like holding a 
driver’s license. Most employers also use them to test and screen applicants online. This 
includes Web-based skills tests (in arithmetic, for instance), cognitive tests (such as for 
mechanical comprehension), and even psychological tests.149

Third, the newer systems don’t just screen out candidates but discover “hidden tal-
ents.” The ATS can identify talents in the résumé that lend themselves to job matches at 
the company that even the applicant didn’t know existed.150

Developing and Extending the Job Offer
After selecting the candidate to whom an offer is to be made, the employer develops 
the actual job offer. It will base the offer’s financial and other terms on, for instance, the 

 B A S E

K
N

O

WLED
G

E 



212   PART 2 • STAFFING: WORKPLACE PLANNING AND EMPLOYMENT 

candidate’s attractiveness as a prospective employee, the level of the position, and pay 
rates for similar positions. Next, the employer extends an actual job offer to the candidate 
verbally. Here the employer’s point person (who might be the person to whom the new 
employee will report, or the human resource director, for instance) discusses the offer’s 
main parameters, for instance in terms of pay rates, benefits, and actual job duties. There
may be some negotiations. Then, once agreement is reached, the employer will extend a
written job offer.

There are several issues to consider here. Perhaps most important, understand the 
difference between a job offer letter and a r contract. In a job offer letter, the employer 
lists the offer’s basic information. This typically starts with a welcome sentence. It then 
includes job-specific information (such as details on salary and pay), benefits informa-
tion, paid leave information, and terms of employment (including, for instance, success-
ful completion of job testing and physical exams).151 Crucially, there should be a strong
statement specifying that the employment relationship is “at will.” There is then a closing
statement. This again welcomes the employee, mentions who the employer’s point per-
son should be if any questions arise, and instructs the candidate to sign the letter if it is 
acceptable.152 It is prudent to have an attorney review the offer before extending it.

On the other hand, in hiring for many positions (such as an executive) a contract
might be in order. In contrast to a letter of offer (which should always be “at will”), it 
is not unusual for an employment contract to specify a duration (such as three years). 
Given this, the contract will also describe grounds for termination or resignation and 
severance provisions. The contract will almost always also include terms regarding 
confidentiality, nondisclosure requirements, and covenants not to compete (although 
some job offer letters for positions such as engineer many include such provisions 
as well).153

Depending on the position, the employment contract (and, occasionally, the offer 
letter) may include a relocation provision. This lays out what the employer is willing to
pay the new employee to relocate, for instance in terms of moving expenses. State law 
generally governs enforcement of individual employment contracts. For some letters of 
offer and employment contract samples, see, for example, www.unh.edu, type “letter of 
offer” in the search box, and click “search”;154 or, go to jobsearchtech.about.com/, type
“job offer letter” in the search box, and click “search.”155

EMPLOYEE ENGAGEMENT GUIDE  
FOR MANAGERS
Engagement refers to being psychologically involved in, connected to, and committed tot
getting one’s job done; how do managers determine if a job candidate has the right traits
to become an engaged employee?

Several measurable traits do distinguish such candidates. For example, consultants 
Development Dimensions International concluded that traits including agreeableness, 
emotional stability, openness to experience, achievement orientation, and self-efficacy 
(“I can do this.”) characterized the more highly engaged employees.156 Another study con-
cluded that highly engaged employees were more likely to take control of the events affect-
ing them (“locus of control”), score higher on self-esteem and self-advocacy, and be more 
emotionally well-balanced.157 Factories such as the Toyota assembly plant in Blue Springs, 
Mississippi, depend on engaged and committed employees working in self-managing
teams to produce high quality automobiles in an atmosphere of continuous improvement.
Here one top manager says, “We like to hire a diversified workforce which combines a
strong work ethic with a can-do attitude and problem-solving ability.”158 From observa-
tions like these, a picture of the engaged employee emerges. He or she (most likely) is 
agreeable, emotionally stable, open to new experiences, achievement oriented, confident 
about his or her abilities, more “in control” of the events affecting him or her, high on self-
esteem and self-advocacy, with a strong work ethic and a can-do attitude.

Given this, what can the line manager do to identify such traits in job candidates? The 
simplest is probably just to ask the right questions. Before the job interview, formulate 

LEARNING OBJECTIVE 5
Discuss how to use 
employee selection 
methods to raise the level 
of a company’s employee 
engagement.
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several behavioral and/or situational questions, such as (for the traits agreeableness and
work ethic), “Tell me about a time when you had personal plans, such as to go away for a 
weekend with friends, and your boss asked you at the last minute to work instead. How 
exactly did you handle that?”

Building Engagement: A Total Selection Program
In practice, “engagement potential” is just one of various attributes the prospective em-
ployer will look for in job candidates. The employer should therefore create a total selection
program aimed at selecting candidates whose totality of attributes best fit the employer’s
total requirements. The program Toyota Motor uses to select employees for auto assembly 
team jobs illustrates this. Toyota looks for several things in candidates. It wants employees 
with good interpersonal skills, due to the assembler job’s emphasis on teamwork. Toyota’s 
emphasis on kaizen—on having the workers improve job processes through worker com-
mitment to top-quality—helps explain Toyota’s emphasis on reasoning and problem-
solving skills and on hiring an intelligent, educated, and engaged workforce.159 All Toyota
workers have at least a high school degree or equivalent, and many plant employees in-
cluding the assemblers are college educated. Quality is one of Toyota’s core values, and so 
Toyota seeks a history of quality commitment in those it hires. This is one reason it holds 
group interviews that focus on accomplishments. By asking candidates about what they 
are proudest of, Toyota gets a better insight into the person’s values regarding quality and 
doing things right. Toyota is also looking for employees who have an eagerness to learn, 
and are willing to try it not just their way, but Toyota’s way or the team’s way. Toyota’s 
production system relies on consensus decision making, job rotation, and flexible career 
paths and these also require open minded, flexible team players, not dogmatists.

The Toyota Way
Toyota’s hiring process for assemblers aims to find such candidates. It takes about 
20 hours and six phases over several days:160

Step 1: an in-depth online application (20–30 minutes)

 Step 2: a 2–5 hour computer-based assessment

 Step 3: a 6–8 hour work simulation assessment

 Step 4: a face-to-face interview

 Step 5: a background check, drug screen, and medical check

 Step 6: job offer

For example, in step 1, applicants fill out an application form summarizing their experi-
ence and skills, and often view a video describing Toyota’s work environment and selec-
tion system. This gives applicants a realistic preview of work at Toyota and of the hiring 
process’s extensiveness. Many applicants simply drop out at this stage.

Step 2 aims to assess the applicant’s technical knowledge and potential. Here appli-
cants take various tests that help identify problem-solving skills and learning potential, 
as well as occupational preferences. Skilled trade applicants (experienced mechanics, for
example) also take tool and die or general maintenance tests.

In step 3, applicants engage in simulated realistic production activities in Toyota’s 
assessment center. This is a separate location where applicants engage in exercises under 
the observation of Toyota screening experts. The production test assesses how well each 
candidate does on an actual assembler task. Also here, group discussion exercises help 
show how individual applicants interact with others in their group and solve problems. 
For example, in one of the simulations, candidates play the roles of the management and
the workers of a firm that makes electrical circuits. During one series of planning and 
manufacturing scenarios, the team must decide which circuit should be manufactured 
and how to effectively assign people, materials, and money to produce them. In another 
typical exercise, participants playing company employees constitute a team responsible 
for choosing new features for next year’s car. Team members first individually rank 
12 features based upon market appeal and then suggest one feature not included on the 
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list. They must then come to a consensus on the best rank ordering. As one candidate 
who went through this process said, “There are three workstations in which you will be
required to spend 2 hours at each one. You then have to get in a group and problem solve 
a special project with them for another hour or so. I left my house at 5 a.m. and did not 
return until 6:30 p.m.; it was a very long day.”161

The time and effort applicants invest in their visits to Toyota is no accident. Toyota 
seeks engaged, flexible, quality-oriented team players, and those who lack these traits
and values tend not to make it through the rigorous screening process. The rigorousness
of the process itself tends to screen out those who aren’t as likely to be highly engaged 
employees.

In summary, high-engagement firms like Toyota use total hiring programs to select
employees. While firms do this in various ways, five common themes are apparent from 
the process at Toyota. First, it knows what it wants. Value-based hiring means it clarifiesg
its own values before it embarks on an employee selection program. Whether it’s excel-
lence, kaizen/continuous improvement, integrity, or some other, value-based hiring be-
gins with clarifying what your firm’s values are and what you’re looking for in employees.

Second, high-engagement firms such as Toyota commit the time and effort for an 
exhaustive screening process. Eight to ten hours of interviewing even for entry-level em-
ployees is not unusual, and firms like Toyota will spend 20 hours or more with someone 
before deciding to hire. Many are rejected.

Third, the screening process does not just identify knowledge and technical skills. In 
addition, the candidate’s values and skills are matched with the needs of the firm. Teamd -
work, kaizen, and flexibility are essential values at Toyota, so problem-solving skills, 
interpersonal skills, and engagement with the firm’s commitment to quality are crucial 
human requirements.

Fourth, hiring at firms like Toyota generally includes realistic job previews. These 
firms are certainly interested in “selling” good candidates. But it’s more important to
assure that job candidates know what working for the firm will be like, and even more 
important that they understand what sorts of values the firm cherishes.

Finally, self-selection is an important screening practice at firms like these. In some
firms this just means realistic previews. At others, practices such as long probationary 
periods in entry-level jobs help screen out those who don’t fit. At Toyota the screening
process itself demands a sacrifice in terms of time and effort.

Review

SUMMARY

1. In this chapter we discuss several techniques for 
screening and selecting job candidates: The first is
testing. Test validity answers the question: “What 
does this test measure?” Criterion validity means 
demonstrating that those who do well on the test
do well on the job. Content validity is demonstrated 
by showing that the test constitutes a fair sample of 
the content of the job. As used by psychologists, the 

term reliability always means “consistency.” One way y
to measure reliability is to administer the same (or 
equivalent) tests to the same people at two different 
points in time. Or you could focus on internal con-
sistency, comparing the responses to roughly equiva-
lent items on the same test. Under equal opportunity 
legislation, an employer may have to prove that his 
or her tests are predictive of success or failure on 

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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the job. This usually requires a predictive validation
study, although other means of validation are often 
acceptable.

2. There are many types of personnel tests in use, in-
cluding intelligence tests, tests of physical skills, tests 
of achievement, aptitude tests, interest inventories, 
and personality tests. Management assessment cen-
ters are screening devices that expose applicants to a
series of real-life exercises. Performance is observed 
and assessed by experts, who then check their assess-
ments by observing the participants when they are 
back at their jobs. Examples of such real-life exercises
include a simulated business game, an in-basket ex-
ercise, and group discussions.

3. Several factors and problems can undermine the use-
fulness of an interview: making premature decisions,
letting unfavorable information predominate, not 
knowing the requirements of the job, being under 
pressure to hire, not allowing for the candidate order
effect, and nonverbal behavior. The five steps in the 
interview include plan, establish rapport, question 
the candidate, close the interview, and review 
the data.

4. Other screening tools include reference checks, 
background checks, physical exams, and realistic

previews. After selecting the candidate to whom an 
offer is to be made, the employer develops the actual
job offer. It will base this offer on, for instance, the 
candidate’s attractiveness as a prospective employee 
and pay rates for similar positions. Next, the em-
ployer extends an actual job offer to the candidate 
verbally. Then, once agreement is reached, the em-
ployer will extend a written job offer.

5. Candidates with higher potential to be engaged tend 
to be agreeable, emotionally stable, open to new 
experiences, achievement oriented, confident about 
their abilities, more “in control” of the events affect-
ing them, high on self-esteem and self-advocacy, 
with a strong work ethic and a can-do attitude. The 
line or supervisory manager can ask behavioral and/
or situational questions aimed at identifying such 
traits. The employer can institute comprehensive 
total selection programs to identify candidates who 
fit the job’s various requirements. High-engagement 
firms like Toyota use total hiring programs to select
employees. Activities include clarifying the firm’s 
values, committing the time and effort, matching the 
applicant’s values with the firm’s, having realistic pre-
views, and encouraging self-selection.

KEY TERMS

negligent hiring 181
Reliability 182
test validity 183
criterion validity 183
content validity 183
construct validity 183
Validity generalization 183

utility analysis 184
interest inventories 189
data analytics 190
management assessment center 191
miniature job training and evaluation 192
interview 193
structured situational interview 219

DISCUSSION QUESTIONS

6-1. Explain what is meant by content validity and 
construct validity in selection tests.

6-2. Discuss at least four basic types of personnel
tests.

6-3. What types of tests do you think are most 
effective in predicting a candidate’s performance
in an executive role in a bank’s loan department?  
Support your answer using examples.

6-4. For what sorts of jobs do you think computerized 
interviews are most appropriate? Why?

6-5. Discuss the management assessment center’s
selection test. What are the typical simulated 
exercises used for such selection tests?

6-6. Apart from selection tests, discuss other ways 
to investigate a candidate’s integrity, past work 
performance, and credibility as a prospective
employee.

 Try It
How would you do applying the concepts and skills you learned in this chapter? If 
your professor has chosen to assign this, go to www.mymanagementlab.com
and complete the Individual Behavior simulation to find out.
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INDIVIDUAL AND GROUP ACTIVITIES

6-9. Working individually or in groups, develop a
list of specific selection techniques that you 
would suggest your dean use to hire the next
HR professor at your school. Explain why you
chose each selection technique.

6-10. Working individually or in groups, contact 
the publisher of a standardized test such as the 
Scholastic Assessment Test and obtain from it 
written information regarding the test’s validity 
and reliability. Present a short report in class
discussing what the test is supposed to measure
and the degree to which you think the test does 
what it is supposed to do, based on the reported 
validity and reliability scores.

6-11. Give a short presentation titled “How to Be 
Effective as an Interviewer.”

6-12. Write a short essay discussing some of the ethical
and legal considerations in testing.

6-13. Give some examples of how interest inventories
could be used to improve employee selection.
In doing so, suggest several examples of 

occupational interests that you believe might 
predict success in various occupations, including 
college professor, accountant, and computer 
programmer.

6-14. The PHR and SPHR Knowledge Base appendix 
at the end of this book (pages 515–523) lists
the knowledge someone studying for the HRCI 
certification exam needs to have in each area 
of human resource management (such as in
strategic management, workforce planning, and 
human resource development). In groups of four
to five students, do four things: (1) review that 
appendix now; (2) identify the material in this 
chapter that relates to the required knowledge in 
the appendix lists; (3) write four multiple-choice
exam questions on this material that you believe 
would be suitable for inclusion in the HRCI 
exam; and (4) if time permits, have someone 
from your team post your team’s questions in
front of the class, so the students in other teams 
can take each other’s exam questions.
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MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

6-15. Explain the factors and problems that can undermine an interview’s useful-

ness, and techniques for eliminating them.

6-16. Why is it important to conduct preemployment background investigations? 

How would you go about doing so?

‘official’ pronouncements about the importance of ethics can
be discounted.”163

That’s one reason why the situation Maria Fernandez 
ran into is disturbing. Maria is a bright, popular, and well-
informed mechanical engineer who graduated with an en-
gineering degree from State University in June 2014. During 
the spring preceding her graduation, she went out on many 

Ethics are “the principles of conduct governing an individual 
or a group”—they are the principles people use to decide 
what their conduct should be.162

Fairness is important in employee selection. For ex-
ample, “If prospective employees perceive that the hiring 
process does not treat people fairly, they may assume that
ethical behavior is not important in the company, and that 

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Ethics and the Out-of-Control Interview

6-7. Write a short (one-page double-spaced) essay on 
the topic, “How Equal Employment Law Affects 
Employee Selection.” Please include at least five
specific examples.

6-8. You own a small business. How would you go 
about finding a selection test for a job you want to 
fill, and what practical and legal issues would you 
want to keep in mind before choosing a test to use?C
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And, in fact, the president had been quite courteous in 
subsequent discussions, as had been the other members 
of the management team. She was left wondering whether 
the panel interview had been intentionally tense to see how 
she’d stand up under pressure, and, if so, why they would 
do such a thing.

Questions
6-17. How would you explain the nature of the panel

interview Maria had to endure? Specifically, do you 
think it reflected a well-thought-out interviewing
strategy on the part of the firm or carelessness (or
worse) on the part of the firm’s management? If it
was carelessness, what would you do to improve
the interview process at Apex Environmental?

6-18. Do you consider the managers’ treatment of Maria
ethical? Why? If not, what specific steps would you
take to make sure the interview process is ethical 
from now on?

6-19. Would you take the job offer if you were Maria? If 
you’re not sure, is there any additional information 
that would help you make your decision, and if so,
what is it?

6-20. The job of applications engineer for which Maria
was applying requires (a) excellent technical skills
with respect to mechanical engineering, (b) a com-
mitment to working in the area of pollution control,
(c) the ability to deal well and confidently with cus-
tomers who have engineering problems, (d) a will-
ingness to travel worldwide, and (e) a very intelligent
and well-balanced personality. List 10 questions you 
would ask when interviewing applicants for the job.

job interviews, most of which she thought were conducted 
courteously and were reasonably useful in giving both her
and the prospective employer a good impression of where 
each of them stood on matters of importance to both of 
them. It was, therefore, with great anticipation that she 
looked forward to an interview with the one firm where
she most wanted to work: Apex Environmental. She had al-
ways had a strong interest in cleaning up the environment
and firmly believed she could best use her training and 
skills in a firm like Apex, where she thought she could 
have a successful career while making the world a better
place.

The interview, however, was a disaster. Maria walked 
into a room in which a panel of five men—the president 
of the company, two vice presidents, the marketing direc-
tor, and another engineer—began throwing questions at 
her that she felt were aimed primarily at tripping her up 
rather than finding out what she could offer through her 
engineering skills. The questions ranged from unnecessar-
ily discourteous (“Why would you take a job as a waitress in
college if you’re such an intelligent person?”) to irrelevant
and sexist (“Are you planning on settling down and start-
ing a family anytime soon?”). Then, after the interview, she
met with two of the gentlemen individually (including the
president), and the discussions focused almost exclusively 
on her technical expertise. She thought that these later dis-
cussions went fairly well. However, given the apparent aim-
lessness and even mean-spiritedness of the panel interview, 
she was astonished when several days later she received a 
job offer from the firm.

The offer forced her to consider several matters. From
her point of view, the job itself was perfect—she liked what 
she would be doing, the industry, and the firm’s location. 

Jennifer Carter and her father have what the latter describes
as an easy but hard job when it comes to screening job ap-
plicants. It is easy because for two important jobs—the 
people who actually do the pressing and those who do the 
cleaning-spotting—the applicants are easily screened with 
about 20 minutes of on-the-job testing. As with typists, as
Jennifer points out, “Applicants either know how to press 
clothes fast enough or how to use cleaning chemicals and 
machines, or they don’t, and we find out very quickly by 
just trying them out on the job.” On the other hand, appli-
cant screening for the stores can also be frustratingly hard 
because of the nature of some of the other qualities that
Jennifer would like to screen for.

Two of the most critical problems facing her company 
are employee turnover and employee honesty. Jennifer and 
her father sorely need to implement practices that will re-
duce the rate of employee turnover. If there is a way to do this 
through employee testing and screening techniques, Jennifer 
would like to know about it because of the management time 

and money that are now being wasted by the never-ending 
need to recruit and hire new employees. Of even greater con-
cern to Jennifer and her father is the need to institute new 
practices to screen out those employees who may be predis-
posed to steal from the company.

Employee theft is an enormous problem for Carter
Cleaning Centers, and one that is not just limited to employ-
ees who handle the cash. For example, the cleaner-spotter 
and/or the presser often open the store themselves, without 
a manager present, to get the day’s work started, and it is not 
unusual to have one or more of these people steal supplies 
or “run a route.” Running a route means that an employee 
canvasses his or her neighborhood to pick up people’s clothes
for cleaning and then secretly cleans and presses them in the 
Carter store, using the company’s supplies, gas, and power. 
It would also not be unusual for an unsupervised person (or 
his or her supervisor, for that matter) to accept a 1-hour rush
order for cleaning or laundering, quickly clean and press 
the item, and return it to the customer for payment without 

HR IN ACTION CASE INCIDENT 2

Honesty Testing at Carter Cleaning Company
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making out a proper ticket for the item posting the sale. The 
money, of course, goes into the worker’s pocket instead of 
into the cash register.

The more serious problem concerns the store manager 
and the counter workers who actually handle the cash. Ac-
cording to Jack Carter, “You would not believe the creativity 
employees use to get around the management controls we set 
up to cut down on employee theft.” As one extreme example 
of this felonious creativity, Jack tells the following story: “To 
cut down on the amount of money my employees were steal-
ing, I had a small sign painted and placed in front of all our
cash registers. The sign said: YOUR ENTIRE ORDER FREE
IF WE DON’T GIVE YOU A CASH REGISTER RECEIPT 
WHEN YOU PAY. CALL 552–0235. It was my intention
with this sign to force all our cash-handling employees to 
place their receipts into the cash register where they would 
be recorded for my accountants. After all, if all the cash that 
comes in is recorded in the cash register, then we should have 
a much better handle on stealing in our stores, right? Well, 
one of our managers found a diabolical way around this. I 
came into the store one night and noticed that the cash reg-
ister this particular manager was using just didn’t look right, 
although the sign was dutifully placed in front of it. It turned 
out that every afternoon at about 5:00 p.m., when the other

employees left, this character would pull his own cash register
out of a box that he hid underneath our supplies. Customers 
coming in would notice the sign and of course the fact that 
he was meticulous in ringing up every sale. But unknown to 
them and us, for about five months the sales that came in for 
about an hour every day went into his cash register, not mine. 
It took us that long to figure out where our cash for that store 
was going.”

Jennifer would like you to answer the following questions.

Questions
6-21. What would be the advantages and disadvantages

to Jennifer’s company of routinely administering
honesty tests to all its employees?

6-22. Specifically, what other screening techniques could
the company use to screen out theft-prone and
turnover-prone employees, and how exactly could
these be used?

6-23. How should Jennifer’s company terminate employ-
ees caught stealing, and what kind of procedure
should be set up for handling reference calls about
these employees when they go to other companies
looking for jobs?

EXPERIENTIAL EXERCISE
The Most Important Person You’ll Ever Hire

Purpose: The purpose of this exercise is to give you 
practice using some of the interview techniques you
learned from this chapter.

Required Understanding: You should be familiar with
the information presented in this chapter, and read this:

For parents, children are precious. It’s therefore 
interesting that parents who hire nannies to take care 
of their children usually do little more than ask several 
interview questions and conduct what is often, at 
best, a perfunctory reference check. Given the often 
questionable validity of interviews, and the (often)
relative inexperience of the father or mother doing 
the interviewing, it’s not surprising that many of these 
arrangements end in disappointment. You know 
from this chapter that it is difficult to conduct a valid
interview unless you know exactly what you’re looking
for and, preferably, also how to structure the interview.
Most parents simply aren’t trained to do this.

How to Set Up the Exercise/Instructions:
6-24. Set up groups of five or six students. Two

students will be the interviewees, while the
other students in the group will serve as panel
interviewers. The interviewees will develop a
form for assessing the interviewers, and the

panel interviewers will develop a structured
situational interview for a nanny.

6-25. Instructions for the interviewees: The 
interviewees should leave the room for about 
20 minutes. While out of the room, the 
interviewees should develop an interviewer
assessment form based on the information 
presented in this chapter regarding factors that 
can undermine the usefulness of an interview.
During the panel interview, the interviewees 
should assess the interviewers using the
interviewer assessment form. After the 
panel interviewers have conducted the interview, 
the interviewees should leave the room to 
discuss their notes. Did the interviewers exhibit
any of the factors that can undermine the 
usefulness of an interview? If so, which ones?
What suggestions would you (the interviewees) 
make to the interviewers on how to improve the 
usefulness of the interview?

6-26. Instructions for the interviewers: While the 
interviewees are out of the room, the panel 
interviewers will have 20 minutes to develop a
short, structured situational interview form for a 
nanny. The panel interview team will interview 
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structured situational 
interview
A series of job-relevant questions 
with predetermined answers that 
interviewers ask of all applicants for 
the job.

two candidates for the position. During the panel 
interview, each interviewer should be taking 
notes on a copy of the structured situational 
interview form. After the panel interview, the 
panel interviewers should discuss their notes.

What were your first impressions of each
interviewee? Were your impressions similar? 
Which candidate would you all select for the
position and why?

There is little doubt that
the structured situational 
interview—a series of job-
relevant questions with
predetermined answers
that interviewers ask of all 
applicants for the job—produces superior results.164 The
basic idea is to write situational (what would you do), be-
havioral (what did you do), or job knowledge questions, 
and have job experts (like those supervising the job) alsod
write sample answers for these questions, rated from good 
to poor. The people who interview and rate the applicants 
then use rating sheets anchored with examples of good or 
bad answers to rate the interviewees’ answers.165

In creating structured situational interviews, people
familiar with the job develop questions based on the job’s 
required competencies. They then reach consensus on 
what are and are not acceptable answers. The procedure
is as follows.166

Step 1: Job Analysis Write a job description with a 
list of job duties and required worker compe-
tencies (required knowledge, skills, abilities, 
and other worker qualifications).

Step 2: Rate the Job’s Main Competencies Identify 
the job’s main required competencies. To
do so, rate each competency based on its 

Chapter 6 Appendix:  
The Structured Situational Interview

importance to job success. (Alternatively, 
some managers create questions aimed at 
assessing the candidate’s potential for doing 
each of the job’s main duties. If so, you would
write questions related to the job’s main du-
ties, such as “What would you do if the ma-
chine suddenly began heating up?”).

 Step 3: Create Interview Questions Create in-
terview questions based on required job
competencies, with more questions for the
important competencies. Recall that situ-
ational questions pose a hypothetical job 
situation, such as “What would you do if the 
machine suddenly began heating up?” Job 
knowledge questions assess knowledge es-
sential to job performance, such as “What is 
HTML?” Willingness questions gauge the ap-
plicant’s willingness and motivation to meet 
the job’s requirements—to do repetitive
physical work or to travel, for instance. Be-
havioral questions, of course, ask candidates
how they’ve handled similar situations.

The people who create the questions of-ff
ten write them in terms of critical incidents.
For example, for a supervisory candidate,
the interviewer might ask this situational 
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question: “Your spouse and two teenage 
children are sick in bed with colds. There are
no relatives or friends available to look in on 
them. Your shift starts in three hours. What 
would you do in this situation?” See Figure
6.6 on pages 194–196 for examples.

Step 4: Create Benchmark Answers Next, for each 
question, develop ideal (benchmark) answers 
for good (a 5 rating), marginal (a 3 rating),
and poor (a 1 rating). For example, consider 
the preceding situational question, where the 
spouse and children are sick. Three bench-
mark answers (from low to high) for the 
example question might be, “I’d stay home—
my spouse and family come first.” (1); “I’d
phone my supervisor and explain my situa-
tion.” (3); and “Since they only have colds, I’d 
come to work.” (5).

Step 5: Appoint the Interview Panel and Conduct 
Interviews Employers generally conduct 
structured situational interviews using a 
panel, rather than one-on-one. The panel 
usually consists of three to six members, 

preferably the same ones who wrote the 
questions and answers. It may also include 
the job’s supervisor and/or incumbent, and 
a human resources representative.
The same panel interviews all candidates 
for the job.167

The panel members generally review the job descrip-
tion, questions, and benchmark answers before the inter-
view. One panel member introduces the applicant, and
asks all questions of all applicants in this and succeeding 
candidates’ interviews (to ensure consistency). However,
all panel members record and rate the applicant’s answers 
on the rating scale sheet. They do this by indicating where 
the candidate’s answer to each question falls relative to 
the ideal poor, marginal, or good answers. At the end 
of the interview, someone answers any questions the 
applicant has.168

Web-based programs help interviewers design and
organize behaviorally based selection interviews. For ex-
ample, SelectPro (www.selectpro.net) enables interview-
ers to create behavior-based selection interviews, custom 
interview guides, and automated online interviews.
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PART

3
TRAINING AND HUMAN 
RESOURCE DEVELOPMENT

The concepts and techniques we’ll study here in Part 3 play 
an important role in strategic human resource management. 
As the accompanying HR Strategy Model shows, strategic 
human resource management means formulating and execut-
ing human resource policies and practices that produce the 
employee competencies and behaviors the company needs 
to achieve its strategic aims. Having carefully selected high-
potential employees is not enough; they must also know what 
to do and how to do it. We will see here in Part 3 that pro-
ducing these required employee competencies and behaviors 
requires putting in place HR policies and practices for train-
ing, developing, appraising, and retaining employees. Then, 
in Part 4, we’ll turn to compensating these employees.

WHERE WE ARE NOW

Part 2, Staffing: Workforce Planning and 
Employment explained how to determine t
what a job’s duties, responsibilities, and 
human requirements are, and how to recruit 
for and test and select employees for the 
position. After selecting and hiring the 
employee, the manager must orient, train, 
appraise, engage, and retain the employee.
We now therefore turn to methods for train-
ing, developing, appraising, and retaining 
human resources. In Part 3 we will cover

● Chapter 7, Training and Developing 
Employees

● Chapter 8, Performance Management 
and Appraisal

● Chapter 9, Managing Careers
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OVERVIEW:  
In this chapter, we will cover . . .

■ ORIENTING/ONBOARDING NEW EMPLOYEES

■ EMPLOYEE ENGAGEMENT GUIDE FOR MANAGERS:
ONBOARDING AT TOYOTA

■ OVERVIEW OF THE TRAINING PROCESS

■ IMPLEMENTING THE TRAINING PROGRAM

■ IMPLEMENTING MANAGEMENT DEVELOPMENT PROGRAMS

■ MANAGING ORGANIZATIONAL CHANGE PROGRAMS

■ EVALUATING THE TRAINING EFFORT

Training  
and Developing 
Employees7

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

1. Summarize the purpose and process of employee orientation.
2. Give an example of how to design onboarding to improve 

employee engagement.
3. List and briefly explain each of the five steps in the training 

process.
4. Explain how to use five training techniques.
5. List and briefly discuss four management development 

methods.
6. Answer the question, “What is organizational development 

and how does it differ from traditional approaches to 
organizational change?”

7. Explain what to consider in evaluating the effectiveness 
of a training program.

222

MyManagementLab®

 Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com for 
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Learn It
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INTRODUCTION

After working as a head chef in several restaurants, Alex was thrilled to fi-
nally get the funding he needed to open his new French restaurant, Alex’s
Bistro, not far from the new Mid-Town Miami complex close to downtown 
Miami. For his kitchen staff he hired people with whom he’d worked 
closely at other restaurants, because he knew they knew what to do. Hir-rr
ing the wait staff was another thing. He had no personal experience run-
ning the “front end” of a restaurant, so he posted a Help Wanted—Wait 
Staff sign on the window and hired six people who exhibited the conf -
scientiousness and people-orientation that he was looking for. He spent 
about an hour before opening day explaining details to the wait staff 
(such as how to use the computerized order input system) and describing 
how he wanted them to behave (“supportive and helpful”). Unfortunately,
opening day was a disaster. Waiters and waitresses couldn’t answer basic 
questions such as “What’s in this dish?” They got almost half the orders
wrong, and when they finally did bring the orders to the tables, they
didn’t remember who ordered what dish, so the customers themselves 
ended up passing their dishes around. Later that night, Alex went home 
and asked his former boss what he thought had gone wrong. “Are you 
actually telling me you didn’t train your wait staff at all before letting them 
loose on your customers? That’s unbelievable, Al.”

ORIENTING/ONBOARDING NEW EMPLOYEES
Carefully selecting employees doesn’t guarantee they’ll perform effectively. Even high-
potential employees can’t do their jobs if they don’t know what to do or how to do it. Making 
sure your employees do know what to do and how to do it is the purpose of orientation and 
training. The human resources department usually designs the orientation and training pro-
grams, but the supervisor does most of the day-to-day orienting and training. Every manager
therefore should know how to orient and train employees. We will start with orientation.

The Purposes of Employee Orientation/Onboarding
Employee orientation (often now called onboarding) provides new employees with the gg
basic background information (such as computer passwords and company rules) they 
need to do their jobs; ideally it should also help them start becoming emotionally at-
tached to and engaged in the firm.1

The manager therefore aims to accomplish four things when orienting new employees:

1. Make the new employee feel welcome and at home and part of the team.
2. Make sure the new employee has the basic information to function effectively, such

as e-mail access, personnel policies and benefits, and expectations in terms of work 
behavior.

3. Help the new employee understand the organization in a broad sense (its past, 
present, culture, and strategies and vision of the future).

4. Start socializing the person into the firm’s culture and ways of doing things.2

The Orientation Process
The length of the orientation program depends on what you cover. Traditional programs 
take several hours. The human resource specialist (or, in smaller firms, the office man-
ager) usually performs the first part of the orientation by explaining basic matters like 
working hours, work rules, benefits, and vacations. That person then introduces the 
new employee to his or her new supervisor. The supervisor continues the orientation 
by explaining the organization, introducing the person to his or her new colleagues, 
familiarizing him or her with the workplace, and helping to reduce first-day jitters. 

LEARNING OBJECTIVE 1 
Summarize the purpose 
and process of employee 
orientation.

employee orientation
A procedure for providing new 
employees with basic background 
information about the firm.
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For new employees, integration and socialization is highly influenced by the behavior of 
coworkers and supervisors.3 Supervisors should be vigilant. Follow up on and encour-
age new employees to engage in activities (such as taking breaks with current employ-
ees) that will enable them to “learn the ropes” and become productive.4 At a minimum, 
as in Figure 7.1, the orientation typically provides information on employee benefits, 

NEW EMPLOYEE DEPARTMENTAL ORIENTATION CHECKLIST 
(Return to Human Resources within 10 days of Hire) 

NAME: :ELTITBOJ:NSS:ETADERIH

y

DEPARTMENT: NEO DATE: DEPARTMENTAL ORIENTATION COMPLETED BY:

ETADCIPOT
REVIEWED

N/A 

1.  HUMAN RESOURCES INFORMATION
a. Departmental Attendance Procedures and UCSD Medical Center Work Time & Attendance

Policy 
b. Job Description Review 
c. Annual Performance Evaluation and Peer Feedback Process
d. Probationary Period Information
e. Appearance/Dress Code Requirements
f. Annual TB Screening
g. License and/or Certification Renewals

2.  DEPARTMENT INFORMATION
a. O. rganizational Structure-Department Core Values Orientation
b. Department/Unit Area Specific Policies & Procedures
c. Customer Service Practices
d. CQI Effort and Projects
e. Tour and Floor Plan
f. Equipment/Supplies

Keys issued
Radio Pager issued

 Other _________________
     g.  Mail and Recharge Codes

3.  SAFETY INFORMATION
a. Departmental Safety Plan
b. Employee Safety/Injury Reporting Procedures
c. Hazard Communication
d. Infection Control/Sharps Disposal
e. Attendance at annual Safety Fair (mandatory)

p pp

4.  FACILITES INFORMATION
a. Emergency Power
b. M. echanical Systems
c. Water
d. Medical Gases
e. Patient Room

Bed
Headwall
Bathroom
Nurse Call System

5.  SECURITY INFORMATION
a. Code Triage Assignment 
b. Code Blue Assignment 
c. Code Red – Evacuation Procedure
d. Code 10 – Bomb Threat Procedure
e. Departmental Security Measures
f. UCSD Emergency Number 6111 or 911

a. ____________
b. ____________
c. ____________
d. ____________
e. ____________
f. ____________
g. ____________

a. ____________
b. ____________
c. ____________
d. ____________
e. ____________
f. ____________
   ____________
   ____________
   ____________
g. ____________

a. ____________
b. ____________
c. ____________
d. ____________
e. ____________

a. ____________
b. ____________
c. ____________
d. ____________
e. ____________
   ____________
   ____________
   ____________
   ____________

a. ____________
b. ____________
c. ____________
d. ____________
e. ____________
f. ____________

*This generic checklist may not constitute a complete departmental orientation or assessment.  Please attach any additional unit specific orientation
material for  placement in the employee’s HR file*

g y p

I have been oriented on the items listed above______________________________________________________________________________ 

D1999(R7-01)  WHITE – HR Records (8912) Yellow – Department Retains w

FIGURE 7.1
New Employee Departmental Orientation Checklist

Source: “New Employee Departmental Orientation Checklist” from http://www.opm.gov/policy-data-oversight/
human-capital-management/hiring-reform/sample-employee-checklist.pdf. Used with permission of UC San 
Diego Medical Center. United States Office of Personnel Management.

http://www.opm.gov/policy-data-oversight/human-capital-management/hiring-reform/sample-employee-checklist.pdf
http://www.opm.gov/policy-data-oversight/human-capital-management/hiring-reform/sample-employee-checklist.pdf
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personnel policies, the daily routine, company organization and operations, safety mea-
sures and regulations, and a facilities tour.5 New employees should receive (and sign for)
print or Internet-based employee handbooks covering matters like these.

At the other extreme, the beauty company L’Oreal’s onboarding program takes about
two years. It includes special training and roundtable discussions, meetings with key 
insiders, on-the-job learning, individual mentoring, and special experiences such as site 
visits.6

KNOW YOUR EMPLOYMENT LAW

The Employee Handbook

The employer should carefully review its employee handbook. Courts may find that the 
employee handbook’s contents are legally binding commitments. Even apparently sen-
sible handbook policies (such as “the company will not retaliate against employees who 
raise concerns about important issues in the workplace”) can backfire without the proper
disclaimers. The handbook should include a disclaimer stating “nothing in this hand-
book should be taken as creating a binding contract between employer and employees, 
and all employment is on an at will basis.”7 Say that statements of company policies, ben-
efits, and regulations do not constitute the terms and conditions of an employment con-
tract, either expressed or implied. Do not insert statements such as “No employee will be 
fired without just cause” or statements that imply or state that employees have tenure.8 ■

Orientation Technology

Employers use technology to support orientation. For example, at the University of Cin-
cinnati new employees spend about 45 minutes online learning about their new employ-
er’s mission, organization, and policies and procedures. IBM uses virtual environments 
like Second Life to support orientation, particularly for employees abroad. The new em-
ployees choose virtual avatars, for instance, to learn how to enroll for benefits.9 ION
Geophysical uses an online onboarding portal solution called RedCarpet. It includes a
streaming video welcome message, and photos and profiles of new colleagues.10 With 
Workday’s iPhone app, employers provide their employees with easy mobile access to
their employee directories. Users can search their company’s worker directory for names, 
images, and contact information; call or e-mail coworkers directly; and view physical ad-
dresses on Google Maps.11 Some employers place scannable QR codes along the orienta-
tion tour’s stops, to provide information about each department and its role.12

EMPLOYEE ENGAGEMENT GUIDE FOR 
MANAGERS: ONBOARDING AT TOYOTA
In many firms today, orientation goes well beyond providing basic information about 
such aspects of the job as hours of work.13 Onboarding at Toyota Motor Manufactur-
ing USA illustrates this. While it does cover routine topics such as company benefits, its
main aim is to engage Toyota’s new employees in the firm’s ideology of quality, teamwork, 
personal development, open communication, and mutual respect.14 The initial program
takes about four days:15

 Day 1: The first day begins early and includes an overview of the program, a wel-
come to the company, and a discussion of the firm’s organizational structure 
and human resource department by the firm’s vice president for human re-
sources. He or she devotes about an hour and a half to discussing Toyota his-
tory and culture, and about 2 hours to employee benefits. They then spend 
several hours discussing Toyota’s commitment to quality and teamwork.

 Day 2: A typical second day focuses first on communications, and on the impor-
tance of mutual respect, teamwork, and open communication at Toyota.
The rest of the day covers topics such as safety, environmental affairs, and
the Toyota production system.

LEARNING OBJECTIVE 2 
Give an example of how 
to design onboarding 
to improve employee 
engagement.
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Day 3: Given the importance of working in teams, this day also begins with 2.5 to 
3 hours devoted to communication training, in this case “making requests 
and giving feedback.” The rest of the day covers matters such as Toyota’s
problem-solving methods, quality assurance, hazard communications, and 
safety.

Day 4: Topics today include teamwork training and the Toyota suggestion system. 
This session also covers what work teams are responsible for and how to 
work together as a team. The afternoon session covers fire prevention and 
fire extinguishers training. By the end of day 4, new employees should be
well on their way toward being steeped in—and engaged in—Toyota’s ide-
ology, in particular its mission of quality and its values of teamwork, con-
tinuous improvement, and problem solving.16

The takeaway for the manager is that there’s more to orienting employ-
ees than introducing them to their new coworkers. Even without a com-
panywide program like Toyota’s, use the onboarding opportunity to begin 
instilling in the new employee the company values and traditions in which
you expect the person to become engaged.

OVERVIEW OF THE TRAINING PROCESS
Directly after the initial orientation, training should begin. Training means giving new org
current employees the skills they need to perform their jobs. Training might thus mean
showing a new salesperson how to sell her firm’s product, a machinist how to operate his 
new machine, or a supervisor how to appraise employees. In any case, training is a task 
that managers ignore at their peril. For one thing, if employees don’t know what to do or 
how to do it, they will improvise or do nothing useful at all, and performance and safety 
will suffer.17 More employers today are also taking advantage of the fact that training can 
strengthen employee engagement. For example, Coca-Cola UK uses employee develop-
ment plans, training, and leadership development to attract and retain the best employ-
ees and to inspire their engagement by helping their employees to be “the best they can
be.” (Go to www.coca-cola.co.uk, then click About Us and then click Employment-Our 
People.) Furthermore, inadequate training can trigger negligent training liability. As one g
expert puts it, “It’s clear from the case law that where an employer fails to train adequately 
and an employee subsequently does harm to third parties, the court will find the employer 
liable.”18 Employers should confirm the applicant/employee’s claims of skill and experience,
provide adequate training (particularly where employees use dangerous equipment and/or
deal with the public), and evaluate the training to ensure that it’s actually reducing risks.

KNOW YOUR EMPLOYMENT LAW

Training and the Law

In addition to negligent hiring, training decisions can trigger equal employment issues. With
respect to discrimination, Title VII of the Civil Rights Act of 1964 and related legislation re-
quires that the employer avoid discriminatory actions in all aspects of its human resource 
management process, and that applies to selecting which employees to train. Managers face
much the same consequences for discriminating against protected individuals when select-
ing candidates for training programs as they would in selecting candidates for jobs or for
promotion. Also, the EEOC stresses that, if feasible, employers “should provide training to
all employees to ensure they understand their [sexual harassment] rights and responsibili-
ties.”19 In practice, courts will consider the adequacy of the employer’s sexual harassment 
training to determine whether it exercised reasonable care to prevent harassment.20 ■

Aligning Strategy and Training
The employer’s strategic plans should govern its training goals.21 In essence, the aim is to 
identify the employee behaviors the firm will need to execute its strategy, and from that de-
duce what competencies (for instance, skills and knowledge) employees will need. Then, 

training
The process of teaching new or cur-
rent employees the basic skills they 
need to perform their jobs.

negligent training
A situation where an employer fails 
to train adequately, and the em-
ployee subsequently harms a third 
party.

LEARNING OBJECTIVE 3 
List and briefly explain 
each of the five steps in 
the training process.

http://www.coca-cola.co.uk
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put in place training goals and programs to instill these competencies.22 For example, HP
recently moved from supplying products to also offering cloud-based data solutions. As a 
result, its sales people had to learn how to change from simply discussing what their products
can do, to having in-depth discussions with customers about the outcomes the customers 
are looking for (for instance, in terms of faster time-to-market). The HP sales force had to be 
trained to have these discussions.23 The accompanying HR as a Profit Center feature illus-
trates how Macy’s training effort helped it to achieve its strategic goals and boost its revenues.

HR AS A PROFIT CENTER

The Training Program That Turned Macy’s Around

For about six years after buying May Department Stores Co., Macy’s Inc. was in a consolidation/
cost-cutting mode. During these years, Macy’s customer service suffered. Many sales as-
sociates weren’t providing the level of service that customers wanted. The question was,
What should Macy’s do about it now?

Macy’s top management turned to a new strategy. As its CEO said, “We are [now] 
talking about a cultural shift . . . becoming more of a growth company.”24 However, Macy’s
top management knew that growth would not occur without a big improvement in how
its sales associates treated customers.

To produce the improved customer service Macy’s needed to achieve its new strategy,
Macy’s installed a new training program. Rather than just watching a 90-minute interactive 
video as they previously did, sales associates now attended 31⁄1

2⁄⁄ -hour training sessions aimed 
at cultivating higher levels of customer service. Macy’s management believed the training 
program and resulting customer service improvement would be the biggest factor in driving 
their company’s sales growth. And indeed, same store sales rose 5.3% in 2011, 3.7% in 
2012, and about 3.5% in 2013, well above many competitors’.25

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Show in outline form the strategy map steps that you think would 
explain how training produced improved sales at Macy’s.

The ADDIE Five-Step Training Process
The employer should use a rational training process. The gold standard here is still the 
basic analysis-design-develop-implement-evaluate (ADDIE) training process model 
that training experts have used for years.26 As an example, one training vendor describes
its training process as follows:27

• Analyze the training need.

• Design the overall training program.

• Develop the course (actually assembling/creating the training materials).

• Implement training, by actually training the targeted employee group using t
methods such as on-the-job or online training.

• Evaluate the course’s effectiveness.

We’ll look at each step next.

Conducting the Training Needs Analysis
The training needs analysis may address the employer’s strategic/longer-term training
needs and/or its current training needs.t

Strategic Training Needs Analysis

Strategic goals (perhaps to enter new lines of business or to expand abroad) often mean 
the firm will have to fill new jobs. Strategic training needs analysis identifies the training
employees will need to fill these new future jobs. For example, when Wisconsin-based
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Signicast Corp. decided to build a new, high-tech plant, the firm’s top management knew 
the plant’s employees would need new skills to run the computerized machines. They 
worked closely with their HR team to formulate hiring policies and training programs 
to ensure the firm would have the human resources required to populate the new plant.

Current Training Needs Analysis

Most training efforts aim to improve current performance—specifically training new 
employees, and those whose performance is deficient.

How you analyze current training needs depends on whether you’re training new or 
current employees. The main task for new employees is to determine what the job entailsw
and to break it down into subtasks, each of which you then teach to the new employee.

Analyzing current employees’ training needs is more complex, because you must t
also ascertain whether training is the solution. For example, performance may be down
due to poor motivation. Managers use task analysis to identify new employees’ training
needs, and performance analysis to identify current employees’ training needs.

Task Analysis: Analyzing New Employees’ Training Needs

Particularly with lower-level workers, it’s customary to hire inexperienced personnel and 
train them. The aim here is to give these new employees the skills and knowledge they 
need to do the job. Task analysis is a detailed study of the job to determine what spe-
cific skills—like Java (in the case of a Web developer) or interviewing (in the case of a 
supervisor)—the job requires. For task analysis, job descriptions and job specifications 
are helpful. They list the job’s specific duties and skills, which are the basic reference
points in determining the training required. Managers also uncover training needs by 
reviewing performance standards, performing the job, and questioning current job hold-
ers and their supervisors.28

Some managers supplement the job description and specification with a task analysis
record form. This form (see Table 7.1) consolidates information regarding required tasks
and skills. As Table 7.1 illustrates, the form contains six columns of information, such as 
“Skills or knowledge required.”

Talent Management: Using Competency Models

The competency model is another option. It consolidates in one diagram a precise over-
view of the competencies someone would need to do the job well. Figure 4.11 (page 141)
was one example.

The employer can then use this to design its training program to foster these competen-
cies. For example, the American Society for Training and Development (ASTD) built a com-
petencies model for the job of Training and Development Professional. As one competency 
example, the model describes instructional design as “designing, creating, and developing 
formal learning solutions to meet organizational needs; analyzing and selecting the most 
appropriate strategy, methodologies, and technologies to maximize the learning experience
and impact.”29 Training a trainer would thus require making sure he or she could, once 
training is complete, exhibit the skills and knowledge (competence) that enables him or
her to design, create, and develop formal learning solutions to meet organizational needs.30

Performance Analysis: Analyzing Current Employees’ Training Needs

For underperforming current employees, you can’t assume that training is the solution. 
In other words, is it lack of training, or something else? Performance analysis is the 
process of verifying that there is a performance deficiency and determining whether the 
employer should correct such deficiencies through training or some other means (like 
transferring the employee).

Performance analysis begins with comparing the person’s actual performance to 
what it should be. Doing so helps to confirm that there is a performance deficiency, and
(hopefully) helps the manager to identify its cause. Examples of performance deficien-
cies might be:

I expect each salesperson to make 10 new contracts per week, but John averages 
only six.

task analysis
A detailed study of a job to identify 
the specific skills required.

competency model
A graphic model that consolidates 
in one diagram a precise overview 
of the competencies (the knowl-
edge, skills, and behaviors) someone 
would need to do a job well.

performance analysis
Verifying that there is a performance 
deficiency and determining whether 
that deficiency should be corrected 
through training or through some 
other means (such as transferring 
the employee).
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TABLE 7.1 Sample Task Analysis Record Form

Task List

When and 
How Often 
Performed

Quantity 
and Quality of 
Performance

Conditions 
under Which 
Performed

Skills or 
Knowledge 
Required

Where Best 
Learned

1.  Operate paper 
cutter

4 times per day Noisy 
pressroom: 
distractions

1.1.  Start motor 4 times per day On the job

1.2.  Set cutting distance ± tolerance of 0.007 
in.

Read gauge On the job

1.3.  Place paper on
cutting table

Must be completely 
even to prevent 
uneven cut

Lift paper
correctly

On the job

1.4.  Push paper up to
cutter

Must be even On the job

1.5.  Grasp safety release
with left hand

100% of time, for
safety

Essential for
safety

On the job but 
practice first with no
distractions

1.6.  Grasp cutter release
with right hand

Must keep both
hands on releases

On the job but 
practice first with no
distractions

1.7.  Simultaneously pull
safety release with
left hand and cutter 
release with right
hand

Must keep both
hands on releases

On the job but 
practice first with no
distractions

1.8.  Wait for cutter to 
retract

100% of time, for
safety

Must keep both
hands on releases

On the job but 
practice first with no
distractions

1.9.  Retract paper Wait until cutter
retracts

On the job but 
practice first with no
distractions

1.10.  Shut off 100% of time, for
safety

On the job but 
practice first with no
distractions

2.  Operate printing 
press

2.1.  Start motor

Note: Task analysis record form showing some of the tasks and subtasks performed by a printing press operator.

Other plants our size average no more than two serious accidents per month; we’re
averaging five.

There are several ways to identify how a current employee is doing. These include 
reviewing:

• Performance appraisals

• Job-related performance data (including productivity, absenteeism and tardiness, 
grievances, waste, late deliveries, product quality, downtime, repairs, equipment
utilization, and customer complaints)

• Observations by supervisors or other specialists

• Interviews with the employee or his or her supervisor

• Tests of things like job knowledge, skills, and attendance

• Attitude surveys
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• Individual employee daily diaries

• Assessment center results

• Special performance gap analytical software, such as from Saba Software, Inc.

Can’t Do/Won’t Do

Uncovering why performance is down is the heart of performance analysis. In particular,y
the manager will want to distinguish between can’t-do and won’t-do problems. First, de-
termine whether it is a can’t-do problem and, if so, its specific causes. For example: The 
employees don’t know what to do or what your standards are; there are obstacles in the 
system such as lack of tools or supplies; there are no job aids (such as color-coded wires 
that show assemblers which wire goes where); you’ve hired people who haven’t the skills 
to do the job; or there is inadequate training.

Or, it might be a won’t-do problem. Here employees could do a good job if they 
wanted to. One expert says, “Perhaps the biggest trap that trainers fall into is [develop-
ing] training for problems that training just won’t fix.”31 For instance, the better solution 
might be to change the incentives.32

Designing the Training Program
Armed with the needs analysis results, the manager next designs the training program. 
Design means planning the overall training program including training objectives, de-
livery methods, and program evaluation. Substeps include setting performance objec-
tives, creating a detailed training outline (all training program steps from start to finish), 
choosing a program delivery method (such as lectures or Web), and verifying the over-
all program design with management. The design should include summaries of how 
you plan to set a training environment that motivates your trainees both to learn and 
to transfer what they learn to the job. It is also here that the manager reviews possible 
training program content (including workbooks, exercises, and activities), and estimates 
a budget for the training program.33 If the program is to use technology, the manager should 
include a review of the technology he or she plans to use as part of the analysis.34 They 
will also decide how they will organize the various training content components, choose
how to evaluate the program, develop an overall summary plan for the program, and 
obtain management’s approval to move ahead. We’ll look more closely next at several 
specific design issues, starting with objectives.

Setting Learning Objectives35

After training needs have been analyzed, concrete, measurable training objectives should 
be set. Training, development, learning, or (more generally) instructional objectives
should specify in measurable terms what the trainee should be able to do after success-
fully completing the training program.36 For example:

The technical service representative will be able to adjust the color guidelines on 
this HP Officejet All-in-One printer copier within 10 minutes according to the 
device’s specifications.

The learning objectives should first address the performance deficiencies that you
identified via the needs analysis. Thus, if the sales team’s sales are 40% too low, the ob-
jectives should focus on ensuring they get the knowledge, skills, and attitudes they need
to boost sales. But at the same time, the learning objectives must be practical, given the
constraints.

One constraint is financial. The employer will generally want to see and approve a
training budget for the program. Typical costs include the development costs (of having,t
say, a human resource specialist working on the program for a week or two), the direct
and indirect (overhead) costs of the trainers’ time, participant compensation (for the
time they’re actually being trained), and the cost of evaluating the program. The ques-
tion, of course, isn’t just “Can we afford this program?” but “Does it pay to spend this
much, given the benefits we’ll devise from the program—will it improve performance,
and if so by how much?” Therefore, prepare to defend the program on a benefits-versus-
costs basis.
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There are also other constraints to consider. For example, time constraints may re-
quire reducing three or four desirable learning objectives to one or two.

Creating a Motivational Learning Environment

Learning requires both ability and motivation, so the training program’s design should 
consider both. In terms of ability, the trainee requires (among other things) the neces-
sary reading, writing, and mathematics skills. In setting the learning environment, the 
manager therefore should address several trainee-ability issues. For example, how will 
our program accommodate differences in trainee abilities? Do we need to provide reme-
dial training?

Second, the learner must also be motivated. No manager should waste his or her
time showing a disinterested employee how to do something (even if he or she has the 
requisite ability).

Many books exist on how to motivate employees, but several specific observations
are pertinent here.37 The training program’s effects will be diminished if trainees return 
to their jobs to snide comments such as “I hope you liked your little vacation” from
colleagues. Therefore, the low-hanging fruit in motivating trainees is to make sure the
trainee’s peers and supervisor support the training effort. Ideally, particularly for larger
programs, top management should visibly support the program. Guidelines follow.

Building Your Management Skills: How to Motivate the Trainee

Beyond that, motivation theory provides useful guidance. We can summarize such 
motivational points as follows.

Make the Learning Meaningful Learners are more motivated to learn something 
that has meaning for them. Therefore:

1. At the start of training, provide a bird’s-eye view of the material that you are going 
to present. For example, show why it’s important, and provide an overview.38

2. Use familiar examples.
3. Organize the information so you can present it logically, in meaningful units.
4. Use terms and concepts that are already familiar to trainees.
5. Use visual aids.
6. Create a perceived training need in trainees’ minds.39 In one study, pilots who

experienced pretraining, accident-related events subsequently learned more
from an accident-reduction training program than did those experiencing fewer
such events.40 At least, “before the training, managers need to sit down and talk 
with the trainee about why they are enrolled in the class, what they are expected 
to learn, and how they can use it on the job.”41

Reinforce the Learning Make sure the learner gets plenty of feedback. In particular:

1. Trainees learn best when the trainers immediately reinforce correct responses, 
perhaps with a quick “well done.”

2. The learning curve goes down late in the day. Partial-day training is generally 
superior to full day training.

3. Provide follow-up assignments at the close of training, so trainees are reinforced 
by having to apply back on the job what they’ve learned.42

4. Incentivize. Some companies, such as Hudson Trail outfitters, an outdoor-gear 
retailer, offer trainees incentives of outdoor gear for completing each training 
program segment.43

5. Trainees learn best at their own pace. If possible, let them pace themselves.
6. Goal-setting is important. In one study, some trainees set goals at the start of 

the program for the skills they were being taught. After training, they were rated 
more highly on these skills than were those who hadn’t set goals.44

(continued)
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Developing the Program
Program development means actually assembling the program’s training content andt
materials. It means choosing the actual content the program will present, as well as 
designing/choosing the specific instructional methods (lectures, cases, Web-based, etc.) 
you will use. Training equipment and materials will include (for example) iPads, work-
books, lectures, PowerPoint slides, Web- and computer-based activities, course activities,
trainer resources (manuals, for instance), and support materials.

Some employers create their own training content, but there’s also a vast selection 
of online and offline content. (See, for example, the American Society for Training and
Development’s Infoline at www.astd.org, www.trainerswarehouse.com, and www.gneil
.com, among thousands of such suppliers.)48 Turnkey training packages often include a
trainer’s guide, self-study book, video, and other content.

Once you design, approve, and develop the program, management can implement 
and then evaluate it. Implement means actually provide the training, using one or moret
of the instructional methods (such as lectures) that we discuss next.

Watch It
What do you think of how Wilson Learning conducts its training programs? If
your professor has chosen to assign this, go to www.mymanagementlab.com
to watch the video Training (Wilson Learning) and then answer the questions to
show what you would (or would not) change in their program.

IMPLEMENTING THE TRAINING PROGRAM
With objectives set and the program designed and developed, the manager can turn to 
implementing the training program. This means actually doing the training, using one
or more of the following training methods.

On-the-Job Training
On-the-job training (OJT) means having a person learn a job by actually doing it. Every 
employee, from mailroom clerk to CEO, should get on-the-job training when he or she 
joins a firm. In many firms, OJT is the only training available.49

Types of On-the-Job Training

The most familiar on-the-job training is the coaching or understudy method. Here, an ex-
perienced worker or the trainee’s supervisor trains the employee. This may involve sim-
ply observing the supervisor, or (preferably) having the supervisor or job expert show the 
new employee the ropes, step-by-step. On-the-job training is part of multifaceted train-
ing at The Men’s Wearhouse, which combines on-the-job training with comprehensive 

on-the-job training (OJT)
Training a person to learn a job 
while working on it.

LEARNING OBJECTIVE 4 
Explain how to use five 
training techniques.

Make Skills Transfer Obvious and Easy Less than 35% of trainees seem to be 
transferring what they learned in training to their jobs a year after training.45 Make
it easy to transfer new skills and behaviors from the training site to the job site:

1. Maximize the similarity between the training situation and the work situation.
2. Provide enough practice.
3. Label or identify each feature of the machine and/or step in the process.
4. Direct the trainees’ attention to important aspects of the job. For example, if 

you’re training a customer service rep to handle calls, explain the different types
of calls he or she will encounter.46

5. Provide “heads-up” information. For example, supervisors often face stressful 
conditions. You can reduce the negative impact of such events by letting supervi-
sory trainees know they might occur.47
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programs and continuing-education seminars. Every manager is accountable for devel-
oping his or her subordinates.50 Job rotation, in which an employee (usually a manage-
ment trainee) moves from job to job at planned intervals, is another OJT technique. 
Special assignments similarly give lower-level executives firsthand experience in working 
on actual problems.

Do not take the on-the-job training effort for granted. Instead, plan out and structure 
the OJT experience. Train the trainers themselves (often the employees’ supervisors), 
and provide training materials. They should know, for instance, how to motivate learn-
ers. Because low expectations may translate into poor trainee performance, supervisor/
trainers should emphasize their high expectations. A four step on-the-job training ap-
proach can be useful. First, prepare the learner, for instance by putting the person at ease 
and explaining the job and why he or she is being taught. Second, present the operation
by going through it at a normal work pace and again more slowly to itemize key points. 
Third, try out the trainee by having the person run through the job several times to ent -
hance his or her skills and speed. Finally, follow-up by gradually decreasing supervision, 
correcting errors, and complimenting good work.

Many firms use “peer training” for OJT; for instance, expert employees answer calls 
at selected times during the day or participate in in-house “radio programs” to answer 
their peers’ call-in questions about technical aspects of doing their jobs.51 Others use
employee teams to analyze the jobs and prepare training materials. The employees, al-
ready job experts, reportedly conduct task analyses more quickly and effectively than do
training experts.52

Apprenticeship Training
Apprenticeship training is a process by which people become skilled workers, usually g
through a combination of formal learning and long-term on-the-job training, often 
under the tutelage of a master craftsperson. When steelmaker Dofasco discovered that
many of their employees would be retiring within 5 to 10 years, the company decided
to revive its apprenticeship training. New recruits spend about 32 months in an internal 
apprenticeship training program, learning various jobs under the tutelage of experienced
employees.53

The U.S. Department of Labor’s National Apprenticeship System promotes ap-
prenticeship programs. More than 460,000 apprentices participate in 28,000 programs, 
and registered programs can receive federal and state contracts and other assistance.54

Figure 7.2 lists popular recent apprenticeships.

Informal Learning
Surveys from the American Society for Training and Development estimate that as much
as 80% of what employees learn on the job they learn through informal means, including 
performing their jobs while interacting every day with their colleagues.55

apprenticeship training
A structured process by which peo-
ple become skilled workers through 
a combination of classroom instruc-
tion and on-the-job training.

FIGURE 7.2
Some Popular 
Apprenticeships

Source: www.doleta.gov/oa/
apprentices_new.cfm#
apprenticeships, accessed August 
23, 2014. U.S. Department of 
Labor.

The U.S. Department of Labor’s Registered Apprenticeship program offers access to more

than 1,000 occupations, such as the following:

• Able seaman
• Carpenter
• Chef
• Child care development specialist
• Construction craft laborer
• Dental assistant
• Electrician
• Elevator constructor
• Fire medic
• Law enforcement agent
• Over-the-road truck driver
• Pipefitter

www.doleta.gov/oa/apprentices_new.cfm#apprenticeships
www.doleta.gov/oa/apprentices_new.cfm#apprenticeships
www.doleta.gov/oa/apprentices_new.cfm#apprenticeships
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Employers can facilitate informal learning. For example, one Siemens plant places 
tools in cafeteria areas to take advantage of the work-related discussions taking place.
Even installing whiteboards with markers can facilitate informal learning. Sun Microsys-
tems implemented an informal online learning tool it called Sun Learning eXchange. This 
evolved into a platform containing more than 5,000 informal learning items/suggestions
addressing topics ranging from sales to technical support.56 Cheesecake Factory employ-
ees use VideoCafé, a YouTube-type platform, to let employees “upload and share video 
snippets on job-related topics, including customer greetings and food preparation.”

Job Instruction Training
Many jobs (or parts of jobs) consist of a sequence of steps best learned step-by-step. 
Such step-by-step training is called job instruction training (JIT). First, list the job’s
required steps (let’s say for using a mechanical paper cutter) each in its proper sequence. 
Then list a corresponding “key point” (if any) beside each step. The steps in such a job
instruction training sheet show trainees what to do, and the key points show how it’s to t
be done—and why.

As an example, the steps UPS teaches new drivers include: Shift into the lowest gear
or into park; turn off the ignition; apply the parking brake; release the seatbelt with left
hand; open the door; place the key on your ring finger.57

Lectures
Lecturing is a quick and simple way to present knowledge to large groups of trainees, as 
when the sales force needs to learn a new product’s features.58 Here are some guidelines 
for presenting a lecture:59

• Don’t start out on the wrong foot, for instance, with an irrelevant joke.

• Speak only about what you know well.

• Give your listeners signals. For instance, if you have a list of items, start by saying 
something like, “There are four reasons why the sales reports are necessary. . . . The
first. . . .”

• Use anecdotes and stories to show rather than tell.

• Be alert to your audience. Watch body language for negative signals like fidgeting.

• Maintain eye contact with the audience.

• Make sure everyone can hear. Repeat questions that you get from trainees.

• Leave hands hanging naturally at your sides.

• Talk from notes or PowerPoint slides, rather than from a script.

• Don’t give a short overview and then spend a 1-hour presentation going point by 
point through the material. Break the long talk into a series of 10-minute talks, 
each with its own introduction. Write brief PowerPoint slides, and spend about a 
minute on each.60

• If possible, rehearse under conditions similar to those under which you will 
actually give your presentation.

Programmed Learning
Programmed learning is a step-by-step, self-learning method that consists of three parts:g

1. Presenting questions, facts, or problems to the learner
2. Allowing the person to respond
3. Providing feedback on the accuracy of answers, with instructions on what to 

do next

Generally, programmed learning presents facts and follow-up questions frame by 
frame. What the next question is often depends on how the learner answers the previous 
question. The built-in feedback from the answers provides reinforcement.

Programmed learning reduces training time. It also facilitates learning by letting 
trainees learn at their own pace, get immediate feedback, and reduce their risk of error. 
Some argue that trainees do not learn much more from programmed learning than from 
a textbook. Yet studies generally support programmed learning’s effectiveness.61

job instruction training (JIT)
Listing each job’s basic tasks, along 
with key points, in order to provide 
step-by-step training for employees.

programmed learning
A systematic method for teaching 
job skills, involving presenting 
questions or facts, allowing the 
person to respond, and giving the 
learner immediate feedback on 
the accuracy of his or her answers.
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Intelligent tutoring systems take programmed learning one step further. In addition 
to the usual programmed learning, computerized intelligent tutoring systems learn what 
questions and approaches worked and did not work for the learner, and then adjust the 
instructional sequence to the trainee’s unique needs.

Behavior Modeling
Behavior modeling involves (1) showing trainees the right (or “model”) way of doingg
something, (2) letting trainees practice that way, and then (3) giving feedback on the
trainees’ performance. Behavior modeling training is one of the most widely used, well-
researched, and highly regarded psychologically based training interventions.62 The 
basic procedure is as follows:

1. Modeling. First, trainees watch live or video examples showing models behaving 
effectively in a problem situation. Thus, the video might show a supervisor effec-
tively disciplining a subordinate, if teaching “how to discipline” is the aim of the 
training program.

2. Role-playing. Next, the trainees get roles to play in a simulated situation; here they 
are to practice the effective behaviors demonstrated by the models.

3. Social reinforcement. The trainer provides reinforcement in the form of praise and 
constructive feedback.

4. Transfer of training. Finally, trainees are encouraged to apply their new skills 
when they are back on their jobs.

Audiovisual-Based Training
Although increasingly replaced by Web-based methods, audiovisual-based training 
techniques like DVDs, films, PowerPoint, and audiotapes are still popular.63 The Ford
Motor Company uses videos in its dealer training sessions to simulate problems and 
reactions to various customer complaints, for example.

Vestibule Training
With vestibule training, trainees learn on the actual or simulated equipment but are 
trained off the job (perhaps in a separate room or vestibule). Vestibule training is nec-
essary when it’s too costly or dangerous to train employees on the job. Putting new 
assembly-line workers right to work could slow production, for instance, and when
safety is a concern—as with pilots—simulated training may be the only practical alterna-
tive. As an example, UPS uses a life-size learning lab to provide a 40-hour, 5-day realistic 
training program for driver candidates.64

Electronic Performance Support Systems (EPSS)
Electronic performance support systems (EPSS) are computerized tools and displays
that automate training, documentation, and phone support.65 When you contact a Dell 
service rep, he or she is probably asking questions prompted by an EPSS; it takes you
both, step-by-step, through an analytical sequence. Without the EPSS, Dell would have
to train its service reps to memorize an unrealistically large number of solutions. Aetna
Insurance cut its 13-week instructor-led training course for new call center employees by 
about two weeks by providing the employees with performance support tools.66

Performance support systems are modern job aids. Job aids are sets of instructions,
diagrams, or similar methods available at the job site to guide the worker.67 Job aids work 
particularly well on complex jobs that require multiple steps, or where it’s dangerous to 
forget a step. For example, airline pilots use job aids (a checklist of things to do prior to 
takeoff).

Videoconferencing
Videoconferencing involves delivering programs over broadband lines, the Internet, or 
satellite. Vendors such as Cisco offer videoconference products such as Webex and Tele-
Presence. (For example, go to www.cisco.com/, and type Telepresence into the search 
box). Employers typically use videoconferencing technology with other technology. For 

behavior modeling
A training technique in which 
trainees are first shown good 
management techniques in a film, 
are asked to play roles in a simulated 
situation, and are then given feed-
back and praise by their supervisor.

electronic performance 
support systems (EPSS)
Sets of computerized tools and 
displays that automate training, 
documentation, and phone support; 
integrate this automation into ap-
plications; and provide support that’s
faster, cheaper, and more effective 
than traditional methods.

job aid
A set of instructions, diagrams, or 
similar methods available at the job 
site to guide the worker.
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example, Cisco’s Unified Video Conferencing (CUVC) product line combines Cisco
group collaboration and decision-making software with videoconferencing, video tele-
phony, and realistic “TelePresence” capabilities.68

Computer-Based Training (CBT)
Computer-based training refers to training methods that use interactive computer-based 
systems to increase knowledge or skills. For example, employers use CBT to teach em-
ployees safe methods for avoiding falls. The system lets trainees replay the lessons and 
answer questions, and is especially effective when paired with actual practice under a 
trainer’s watchful eye.69

Computer-based training is increasingly realistic. For example, interactive multime-
dia training integrates the use of text, video, graphics, photos, animation, and sound to g
create a complex training environment with which the trainee interacts.70 In training a 
physician, for instance, such a system lets a medical student take a hypothetical patient’s 
medical history, conduct an examination, and analyze lab tests. The student can then 
interpret the sounds and draw conclusions for a diagnosis. Virtual reality training takes g
this realism a step further, by putting trainees into a simulated environment.

Simulated Learning
“Simulated learning” means different things to different people. A survey asked training 
professionals what experiences qualified as simulated learning experiences. The percent-
ages of trainers choosing each experience were:

• Virtual reality-type games, 19%

• Step-by-step animated guide, 8%

• Scenarios with questions and decision trees overlaying animation, 19%

• Online role-play with photos and videos, 14%

• Software training including screenshots with interactive requests, 35%

• Other, 6%71

Virtual reality puts the trainee in an artificial three-dimensional environment that simuy -
lates events and situations experienced on the job.72 Sensory devices transmit how the 
trainee is responding to the computer, and the trainee “sees, feels and hears” what is go-
ing on, assisted by special goggles and sensory devices.73

The U.S. Armed Forces use simulation-based training programs for soldiers and of-ff
ficers. For example, the army developed video game–type training programs called Full-
Spectrum Command and Full-Spectrum Warrior for training troops in urban warfare. 
They offer realistic features, and cultivate real-time leadership and decision-making skills.74

Other Examples

Employers increasingly use computerized simulations (sometimes called interactive 
learning) to inject realism into their training. Orlando-based Environmental Tectonics gg
Corporation created an Advanced Disaster Management simulation for emergency med-
ical response trainees. One simulated scenario involves a plane crash. So realistic that it’s 
“unsettling,” trainees including firefighters and airport officials respond to the simulated
crash’s sights and sounds via pointing devices and radios.75 Cisco embedded the learning
required to train thousands of Cisco trainees for Cisco certification exams within a video
game–like program that includes music, graphics, and sound effects.76 The Cheesecake 
Factory uses a simulation that shows employees how to build the “perfect hamburger.”77

Specialist multimedia software houses such as Graphic Media of Portland, Oregon, 
produce much of the content for these programs. They produce both custom titles and 
generic programs such as a $999 package for teaching workplace safety.

Improving Performance through HRIS
Employers use Internet-based learning to deliver almost all the types of training we g
have discussed to this point. For example, ADP trains new salespeople online, using 
a Blackboard learning management system similar to one used by colleges.78 The Ital-
ian eyewear company Luxottica (whose brands include LensCrafters and Sunglass Hut)
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provides training to its 38,000 employees worldwide via instant online access to informa-
tion on new products and regulations.79

Learning Portals

A learning portal is a section of an employer’s website that offers employees online access l
to training courses. Many employers arrange to have an online training vendor make 
its courses available via the employer’s portal. Most often, the employer contracts with 
applications service providers (ASPs). Here, when employees go to their firm’s learning 
portal, they actually access the menu of training courses that the ASP offers for the em-
ployer. A Google search for e-learning companies reveals many, such as SkillSoft, Plateau 
Systems, and Employment Law Learning Technologies.

LEARNING MANAGEMENT SYSTEMS Learning management systems (LMS) are special
software tools that support Internet training by helping employers identify training needs, 
and to schedule, deliver, assess, and manage the online training itself. (Blackboard and
WebCT are two familiar college-oriented learning management systems.) General Motors 
uses an LMS to help its dealers in Africa and the Middle East deliver training. The Internet-
based LMS includes a course catalog, supervisor-approved self-enrollment, and pre- and
post-course tests. The system also automatically schedules the individual’s training.80

Using Internet-Based Learning

Whether to use e-learning often comes down to efficiency. Web learning doesn’t neces-
sarily teach faster or better. In one review of the evidence, Web-based instruction was
a bit more effective than classroom instruction for teaching memory of facts and prin-
ciples, and Web-based instruction and classroom instruction were equally effective for 
teaching information about how to perform a task or action.81 But of course, the need to
teach large numbers of students remotely, or to enable students to study at their leisure, 
often makes e-learning so much more efficient that the small differences in Web-based 
versus classroom learning become somewhat meaningless.82

Some employers opt for blended learning. Here, trainees use multiple delivery meth-
ods (such as manuals, in-class lectures, and Web-based seminars or “webinars”) to learn 
the material.83 For example, the tool manufacturer Stihl offers prospective tool and die 
makers online learning combined with hands-on technical training classes.84

The Virtual Classroom
A virtual classroom uses collaboration software to enable multiple remote learners, us-
ing their PCs or laptops, to participate in live audio and visual discussions, communicate 
via written text, and learn via content such as PowerPoint slides.

Orlando-based 
Environmental Tectonics 
Corporation created 
an Advanced Disaster 
Management simulation 
for emergency medical
response trainees.
Source: David McNew/Getty Images,
Inc.–Liaison.

virtual classroom
Teaching method that uses special 
collaboration software to enable 
multiple remote learners, using 
their PCs or laptops, to participate 
in live audio and visual discussions, 
communicate via written text, and 
learn via content such as PowerPoint 
slides.
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Web 2.0 learning
Learning that utilizes online technol-
ogies such as social networks, virtual 
worlds (such as Second Life), and 
systems that blend synchronous and 
asynchronous delivery with blogs, 
chat rooms, bookmark sharing, and 
tools such as 3-D simulations.

The virtual classroom combines the best of Web-based learning offered by systems
like Blackboard and WebCT with live video and audio. Thus, Elluminate Live! lets learn-
ers communicate with clear, two-way audio; build communities with user profiles and 
live video; collaborate with chat and shared whiteboards; and learn with shared applica-
tions such as PowerPoint slides.85

Mobile Learning
A majority of large employers distribute internal communications and training via mo-
bile devices.86 Mobile learning (or “on-demand learning”) means delivering learning g
content, on the learner’s demand, via mobile devices like cell phones, laptops, and tab-
lets, wherever and whenever the learner has the time and desire to access it.87 For ex-
ample, trainees can take full online courses using dominKnow’s (www.dominknow.com)
iPhone-optimized Touch Learning Center Portal.88

Employers use mobile learning to deliver training on topics “from how to close an 
important sales deal to optimizing organizational change.”89 IBM uses mobile learning
to deliver just-in-time information (for instance, about new product features) to its sales
force. To facilitate this, its training department often breaks up, say, an hour program
into easier-to-use 10-minute pieces. Some employers use blogs to communicate learning 
to trainees.90 J.P. Morgan encourages employees to use instant messaging, for instance, to 
update colleagues about new products.91

Social Media and HR
Employers use social media such as LinkedIn, Facebook, and Twitter, and virtual worlds 
like Second Life to provide training.92 For example, British Petroleum uses Second Life 
to train new gas station employees. The aim here is to show new gas station employees
how to use the safety features of gasoline storage tanks. BP built three-dimensional ren-
derings of the tank systems in Second Life. Trainees use these to “see” underground and 
observe the effects of using the safety devices.93

Web 2.0 learning is learning that utilizes online technologies such as social netg -
works, virtual worlds (such as Second Life), and systems that blend synchronous and 
asynchronous delivery with blogs, chat rooms, bookmark sharing, and tools such as 3-D
simulations.94 About 40% of learning professionals surveyed said their companies use 
Web 2.0 learning, and 86% said they anticipated doing so. One large firm uses Web 2.0
to deliver credit card sales training to its service representatives around the country. Col-
laborative peer forums require teams of six to eight trainees to virtually “sell” their sales
problem and solution to an executive.95

Lifelong and Literacy Training Techniques
Lifelong learning means providing employees with continuing learning experiences g
over their tenure with the firm, with the aim of ensuring they have the opportunity to 
learn the skills they need to do their jobs and to expand their horizons. Lifelong learning 
may thus range from basic remedial skills (for instance, English as a second language) to 
college. For example, one senior waiter at the Rhapsody restaurant in Chicago received 
his undergraduate degree and began work toward a master of social work using the life-
long learning account (LiLA) program his employer offers. Somewhat similar to 401(k) 
plans, employers and employees contribute to LiLA plans (without the tax advantages of 
401(k) plans), and the employee can use these funds to better himself or herself.96

Literacy Training

By one estimate, about 39 million people in the United States have learning disabilities. 
Some call the American workforce ill-prepared.97 Yet today’s emphasis on teamwork and 
quality requires that employees read, write, and understand numbers.98

Employers often turn to private firms like Education Management Corporation to
provide the requisite education.99 Another simple approach is to have supervisors teach
basic skills by giving employees writing and speaking exercises.100 For example, if an em-
ployee needs to use a manual to find out how to change a part, teach that person how to
use the index to locate the relevant section. Some call in teachers from a local high school.

lifelong learning
Provides employees with continuing 
learning experiences over their ten-
ure with the firm, with the aims of 
ensuring they have the opportunity 
to learn the skills they need to do 
their jobs and to expand their occu-
pational horizons.
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Diversity Training
Diversity training aims to improve cross-cultural sensitivity, with the goal of fosterg -
ing more harmonious working relationships among a firm’s employees. Such training 
typically includes improving interpersonal skills, understanding and valuing cultural 
differences, indoctrinating new workers into the U.S. work ethic, improving English 
proficiency and basic math skills, and improving bilingual skills for English-speaking 
employees.101 For example, IBM has online programs to educate managers regarding di-
versity, inclusive leadership, and sexual harassment. Training materials include interac-
tive learning modules that enable trainees to practice what they’ve learned, testimonials 
from IBM executives, and self-assessment tools.102

Most employers opt for an off-the-shelf diversity training program such as Just Be
F.A.I.R. from VisionPoint productions. It includes streaming video, a facilitator discus-
sion guide, participant materials and workbook, a DVD with print materials, and Power-
Point slides. Video vignettes illustrate such things as the potential pitfalls of stereotyping
people.103 The accompanying HR in Practice  feature illustrates diversity training.

ABC Virtual Communications, Inc. (www.abcv.com/) is a Des Moines, Iowa, provider of 
customized software development and other solutions. It requires qualified personnel, par-
ticularly software engineers. Recruiting such employees is difficult anywhere, but particu-
larly in Iowa, where many recent graduates move away.

ABC therefore recruits foreign-born individuals. However, ABC needed a diversity 
training program that could turn these new employees—and the firm’s current employees—
into productive colleagues.

New ABC employees, representing 14 countries and 45 ethnic groups, take a manda-
tory 8-hour orientation overview for new employees on the American Workplace. All ABC
employees take an “effective communications” training course. Conversational English and 
accent reduction classes for employees and their families are available through Rosetta
Stone language learning software. The company also partnered with a local community 
college to create specialized classes for individual needs. At ABC Virtual, a globally diverse 
workforce was the key to improved performance, and diversity training helped them man-
age their diversity.104

HR IN PRACTICE

Diversity Training at ABC Virtual Communications, Inc.

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: List five competencies that you believe such a diversity program
should cultivate.

Team Training
Teamwork does not always come naturally. Companies devote many hours to training 
new employees to listen to each other and to cooperate. For example, a Baltimore Coca-
Cola plant suffered from high turnover and absenteeism.105 The new plant manager 
decided to address these problems by reorganizing around teams. He then used team
training to support and improve team functioning.

Team training focused on technical, interpersonal, and team management issues.
In terms of technical training, for instance, management encouraged team employees togg
learn each other’s jobs, to encourage flexible team assignments. Cross training means g
training employees to do different tasks or jobs than their own; doing so facilitates flex-
ibility and job rotation, as when you expect team members to occasionally share jobs.

Interpersonal problems often undermine team functioning. Team training in this
plant therefore included interpersonal skills training such as in listening, handling con-
flict, and negotiating.106 Effective teams also require team management skills, for instance 

cross training
Training employees to do different 
tasks or jobs than their own; doing 
so facilitates flexibility and job 
rotation.
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in problem solving, consensus decision making, and team leadership, and the teams re-
ceived such training as well.

Many employers use team training to build stronger management teams. For ex-
ample, some use outdoor “adventure” training such as Outward Bound programs to 
build teamwork. This usually involves taking a firm’s management team out into rugged, 
mountainous terrain.107 The aim is to foster trust and cooperation among trainees. One 
chief financial officer for a bank helped organize a retreat for 73 of his firm’s financial 
employees. As he said, “They are very individualistic in their approach to their work. . . .
What I have been trying to do is get them to see the power of acting more like a team.”108

Other team-training methods include action learning and team building, which we’ll
address later in this chapter.109

The accompanying HR Tools feature shows how managers can create their own
training programs.

Building Your Management Skills: HR Tools for Line Managers
and Small Businesses

While it would be nice if supervisors in even the largest firms could expect their 
firms to provide packaged training programs to train the new people they hire, the 
fact is that many times they cannot. However, you still have many options.

Create Your Own 5-Step Training Program Remember ADDIE—analyze (is training
the problem?), design (including learning objectives, and motivating the trainee), develop
(what sources and methods will we use?), implement (train the person), and evaluate.
For many types of jobs, start by setting training objectives—be specific about what your
employee should be able to do after training. Write a job description—list of the job’s
duties—if not already available. Write (see Table 7-1, page 229) a task analysis record 
form showing the steps in each of the employee’s tasks. Write a job instruction training 
form (see page 234); here list a key point (such as “carefully read scale”) for each step (such
as “set cutting distance”). Finally, compile the objectives, job description, task analysis 
form, and job instruction form in a training manual. Also, include an introduction to the
job and an explanation of how the job relates to other jobs in the company.

Use Private Vendors The small business owner can tap hundreds of suppliers of 
prepackaged training solutions. These range from self-study programs from the 
American Management Association (www.amanet.org) and SHRM (www.shrm.org), 
to specialized programs. For example, the employer might arrange with PureSafety 
to have its employees take occupational safety courses from www.puresafety.com.

SkillSoft is another example (go to http://skillsoft.com/ and click Products). Its 
courses include software development, business strategy and operations, professional
effectiveness, and desktop computer skills. As an example, the course “interview-
ing effectively” shows supervisors how to use behavioral questioning to interview 
candidates.110

The buyer’s guide from the American Society of Training and Development 
(www.astd.org/) is a good place to start to find a vendor (check under “Resources”).

Check the SBA The government’s Small Business Administration (see www.SBA.gov/
training/) provides a virtual campus that offers online courses, workshops, publications,
and learning tools aimed toward supporting entrepreneurs.111 For example, the small
business owner can link under “Small Business Planner” to “Writing Effective Job
Descriptions,” and “The Interview Process: How to Select the Right Person.” See their 
site map at www.sba.gov/sitemap for examples of what they offer.

Check NAM The National Association of Manufacturers (NAM) is the largest
industrial trade organization in the United States. It represents about 14,000 member
manufacturers, including 10,000 small and midsized companies.

NAM helps employees maintain and upgrade their work skills and continue 
their professional development. It offers courses and a skills certification process.112

http://www.amanet.org
http://www.shrm.org
http://www.puresafety.com
http://skillsoft.com/
http://www.astd.org/
http://www.sba.gov/sitemap
www.SBA.gov/training/
www.SBA.gov/training/
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IMPLEMENTING MANAGEMENT 
DEVELOPMENT PROGRAMS
Management development is any attempt to improve managerial performance by im-
parting knowledge, changing attitudes, or increasing skills. It thus includes in-house 
programs like courses, coaching, and rotational assignments; professional programs like 
those given by SHRM; online programs from various sources; and university programs 
like executive MBAs.

Management development is important for several reasons. For one thing, promo-
tion from within is a major source of management talent, and virtually all promoted 
managers require some development to prepare them for their new jobs. Furthermore,
management development facilitates organizational continuity, by preparing employees 
and current managers to smoothly assume higher level positions.

Strategy’s Role in Management Development
Management development programs should reflect the firm’s strategic plans.114 For ex-
ample, strategies to enter new businesses or expand overseas imply that the employer 
will need succession plans in place to obtain and/or develop managers who have the 
skills to manage these new businesses. Management development programs then impart 
the knowledge, attitudes, and skills these managers will need to excel at their jobs.115

Some management development programs are companywide and involve all or most 
new (or potential) managers. Thus, new MBAs may join GE’s management development 
program and rotate through various assignments and educational experiences. The firm 
may then slot superior candidates onto a “fast track,” a development program that pre-
pares them more quickly for senior-level commands.

Other development programs aim to fill specific top positions, such as CEO. For
example, GE will spend years developing, testing, and watching potential replacements 
for CEO Jeffrey Immelt.

Succession Planning
Management development is often part of the employer’s succession planning process.116

Succession planning involves developing workforce plans for the company’s top posig -
tions; it is the ongoing process of systematically identifying, assessing, and developing 
organizational leadership to enhance performance.117

There are no long-term contracts to sign. Employers simply pay about $10–$30 per 
course taken by each employee. The catalog includes OSHA, quality, and technical 
training as well as courses in areas like customer service.

Use Informal Training Methods Training expert Stephen Covey says managers 
can provide some training without establishing formal training programs. His
suggestions include:113

• Offer to cover the tuition for special classes.
• Identify online training opportunities.
• Provide a library of CDs and DVDs for systematic, disciplined learning during 

commute times.
• Encourage the sharing of best practices among associates.
• When possible, support sending employees to special seminars and association 

meetings for learning and networking.
• Create a learning ethic by having everyone teach each other what they are learning.

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com
to discuss the following question. What would you suggest now that Alex, from 
this chapter’s opening scenario, do to address the problem in his new restaurant?

LEARNING OBJECTIVE 5 
List and briefly discuss 
four management 
development methods.

management development
Any attempt to improve current or 
future management performance 
by imparting knowledge, changing 
attitudes, or increasing skills.

succession planning
The ongoing process of system-
atically identifying, assessing, and 
developing organizational leadership 
to enhance performance.
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Succession planning programs involve several stages.118 First, an organization pro-
jection is made. Here, based on the company’s strategic and business plans, top manage-
ment and the human resource director identify what the company’s future key position 
needs will be. The employer anticipates its management needs based on factors like 
plant expansion or contraction. Next HR and management review the firm’s manage-
ment skills inventory to identify the management talent now employed.119 These in-
ventories, you may recall, contain data on things like education and work experience,
career preferences, and performance appraisals. At this stage, management replacement 
charts may be drawn (see Figure 5.4, page 152). These summarize potential candidates
for each of your management slots, as well as each person’s development needs. As in
Figure 5.4, the development needs for a future division vice president might include
job rotation (to obtain more experience in the firm’s finance and production division), 
executive development programs (to provide training and strategic planning), and as-
signment for two weeks to the employers in-house management development center.
At this stage, management may decide that one or more outside candidates should be
recruited as well.

Management then turns to the development stage of the succession planning pro-
cess. This means providing possible candidates with the developmental experiences they 
require to be viable candidates. Employers develop high-potential employees through 
internal training and cross-functional experiences, job rotation, external training, and 
global/regional assignments.120

Finally, succession planning requires assessing all these candidates and selecting
those who will actually fill the key positions.121

Improving Performance through HRIS
Succession Systems

At Dole Foods, the new president’s strategy involved improving financial performance 
by reducing redundancies and centralizing certain activities, including succession plan-
ning.122 Web technology helped Dole do this. Dole contracted with application system 
providers (ASPs) to handle things like payroll management.123 For succession manage-
ment, Dole chose software from Pilat NAI. The Pilat system keeps all the data on its own
servers for a monthly fee. Dole’s managers access the program via the Web using a pass-
word. They fill out online résumés for themselves, including career interests, and note 
special considerations such as geographic restrictions.

The managers also assess themselves on four competencies. Once the manager pro-
vides his or her input, the program notifies that manager’s boss, who assesses his or her
subordinate and indicates whether the person is promotable. This assessment and the 
online résumés then go automatically to the division head and the divisional HR direc-
tor. Dole’s senior vice president for human resources then uses the information to create
career development plans for each manager, including seminars and other programs.124

Candidate Assessment and the 9-Box Grid

How does an employer choose whom to send through an expensive development 
program?

The 9-Box Grid is one tool. It shows Potential from low to medium to high on thel
vertical axis, and Performance from low to medium to high across the bottom—a total of 
nine possible boxes.

The grid can simplify, somewhat, the task of choosing development candidates. At the 
extremes, for instance, low potentials/low performers would not warrant development. 
The high potential/high performance stars most assuredly would. Most employers focus
their development resources on high performer/high potential stars, and secondarily on 
those rated high potential/moderate performer, or high performer/moderate potential.125

The most popular development activities include on-the-job training, executive
coaching, action learning, 360-degree feedback, experiential learning, off-site retreats 
(where managers meet with colleagues for learning), mentoring, and job rotation.126

We’ll look at some of these.
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Managerial On-the-Job Training
Managerial on-the-job training methods include job rotation, the coaching/understudy 
approach, and action learning.

Job Rotation

Job rotation means moving managers from department to department to broaden their 
understanding of the business and to test their abilities. The trainee may be a recent col-
lege graduate or a senior manager being groomed for further promotion. In addition to 
providing a well-rounded training experience for each person, job rotation helps avoid 
stagnation through the constant introduction of new points of view in each department.
It also helps identify the trainee’s strong and weak points. Periodic job changing can also 
improve interdepartmental cooperation; managers become more understanding of each 
other’s problems; rotation also widens the acquaintances among management. The ac-
companying Global Issues in HR  feature illustrates this.

HR PRACTICES AROUND THE GLOBE

Global Job Rotation

As firms expand globally, job rotation takes on a new meaning. At firms like Shell and BP,
rotating managers globally is a primary means through which the firms maintain their flex-
ibility and responsiveness even as they grow to an enormous size.

The advantage of global job rotation (rotating managers from, say, Sweden to New
York, and from New York to Japan) is that it builds a network of informal ties—an informa-
tion network—that ensures superior cross-border communication and mutual understand-
ing as well as tight interunit coordination and control.

Improved communication and understanding stem from the personal relationships that 
are forged as managers work in the firm’s various locations. These activities can also enhance
organizational control. When employees from the firm’s global locations are rotated or brought 
together at, say, the Harvard Business School or Europe’s INSEAD for a management-training
program, the aim is more than just teaching basic skills. It is also to build a stronger identifica-
tion with the company’s culture and values. By creating shared values and a consistent view of
the firm and its low goals, management development activities like these can facilitate com-
munication and ensure that through a sense of shared values and purpose the firm’s policies 
are followed, even with a minimum reliance on more traditional forms of control.127

 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Using websites such as www.sony.net (click Careers), and www
.mckinsey.com (insert how multinationals can attract the talent they need into their search d
box) discuss examples of how multinational companies use job rotation and other means 
to develop their managers.

Coaching/Understudy Approach

Here the trainee works directly with a senior manager or with the person he or she is to 
replace; the latter is responsible for the trainee’s coaching. Normally, the understudy re-
lieves the executive of certain responsibilities, giving the trainee a chance to learn the job.

Action Learning

Action learning programs give managers released time to work analyzing and solving g
problems in departments other than their own. Its basics include carefully selected teams 
of 5 to 25 members, assigning the teams real-world business problems that extend be-
yond their usual areas of expertise, and structured learning through coaching and feed-
back. The employer’s senior managers usually choose the projects and decide whether to 

job rotation
A management training technique 
that involves moving a trainee 
from department to department to
broaden his or her experience and to 
identify strong and weak points.

action learning
A training technique by which 
management trainees are allowed to 
work full time analyzing and solving 
problems in other departments.

http://www.mymanagementlab.com
http://www.sony.net
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accept the teams’ recommendations.128 For example, Pacific Gas & Electric Company’s
(PG&E) Action-Forum Process has three phases:

1. A six- to eight-week framework phase, during which the team defines and collects
data on an issue;

2. The action forum—two to three days at PG&E’s learning center discussing the issue
and developing action-plan recommendations; and

3. Accountability sessions, where the teams meet with the leadership group at monthly 
intervals to review progress.

Off-the-Job Management Training and Development Techniques
There are also many off-the-job techniques for training and developing managers.

The Case Study Method

As most everyone knows, the case study method has trainees solve realistic problems after d
studying written or video case descriptions. The person then analyzes the case, diagnoses the 
problem, and presents his or her findings and solutions in a discussion with other trainees.129

Integrated case scenarios create long-term, comprehensive case situations. For example, 
one FBI Academy integrated case scenario starts with “a concerned citizen’s telephone call 
and ends 14 weeks later with a simulated trial. In between is the stuff of a genuine investiga-
tion. . . .” Scriptwriters (often employees in the employer’s training group) write the scripts.
The scripts include background stories, detailed personnel histories, and role-playing in-
structions; their aim is to develop specific skills, such as interviewing witnesses.130

Management Games

Computerized management games enable trainees to learn by making realistic decisions
in simulated situations. For example, Interpret is a team exercise that “explores teamt
communication, the management of information and the planning and implementation
of a strategy. It raises management trainees’ communication skills, helps them to better 
manage the information flow between individuals and the team, and improves planning 
and problem-solving skills.”131 Each team might have to decide how much to spend on 
advertising, how much to produce, and how much inventory to maintain.

People learn best by being involved, and games gain such involvement. They also 
help trainees develop their problem-solving skills, and to focus attention on planning 
rather than just putting out fires. They can also develop leadership skills and foster co-
operation and teamwork.

case study method
A development method in which the 
manager is presented with a written 
description of an organizational 
problem to diagnose and solve.

management game
A development technique in which 
teams of managers compete by 
making computerized decisions 
regarding realistic but simulated 
situations.

Computerized 
management games 
enable trainees to learn 
by making realistic 
decisions in simulated 
situations.
Source: Somos Images/Alamy.
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Outside Seminars

Numerous companies and universities offer Web-based and traditional classroom man-
agement development seminars and conferences. The selection of one- to three-day 
training programs offered by the American Management Association illustrates what’s 
available. Recently, for instance, their offerings ranged from “developing your emotional
intelligence” to “assertiveness training,” “assertiveness training for managers,” “assertive-
ness training for women in business,” “dynamic listening skills for successful commu-
nication,” and “fundamentals of cost accounting.”132 Specialized groups, such as SHRM, 
provide specialized seminars for their profession’s members.133

University-Related Programs

Many universities provide executive education and continuing education programs in 
leadership, supervision, and the like. These can range from one- to four-day programs to 
executive development programs lasting one to four months.

The Advanced Management Program of Harvard’s Graduate School of Business Ad-
ministration illustrates this.134 Students are experienced managers. The program uses 
cases and lectures to provide management skills. In one such program, Hasbro wanted 
to improve its executives’ creativity skills. Dartmouth University’s Amos Tuck Business 
School provided a “custom approach to designing a program that would be built from 
the ground up to suit Hasbro’s specific needs.”135

Role-Playing

The aim of role-playing is to create a realistic situation and then have the trainees assume g
the parts (or roles) of specific persons in that situation. Each trainee gets a role, such as:

You are the head of a crew of telephone maintenance workers, each of whom drives
a small service truck to and from the various jobs. Every so often you get a new 
truck to exchange for an old one, and you have the problem of deciding to which of 
your crew members you should give the new truck. Often there are hard feelings, 
so you have a tough time being fair.136

When combined with the general instructions and other roles, role-playing can trig-
ger spirited discussions among the trainees. The aim is to develop trainees’ skills in areas 
like leadership and delegating. For example, a supervisor could experiment with both a 
considerate and an autocratic leadership style, whereas in the real world this isn’t so easy. 
Role-playing may also help someone to be more sensitive to others’ feelings.

Corporate Universities

Many firms, particularly larger ones, establish in-house development centers (often
called corporate universities). GE, Caterpillar, and IBM are examples. Employers may col-
laborate with academic institutions, and with training and development program provid-
ers and Web-based educational portals, to create packages of programs and materials for 
their centers. The best corporate universities (1) actively align offerings with corporate 
goals, (2) focus on developing skills that support business needs, (3) evaluate learning and
performance, (4) use technology to support learning, and (5) partner with academia.137

Many employers offer virtual—rather than bricks-and-mortar—corporate university 
services. For example, Cerner offers its employees “Cerner KnowledgeWorks.” This offers
employees three types of knowledge. Dynamic knowledge “is real-time content . . . such as 
e-mails, instant messages, or conference calls.” Moderated content “includes best practices,t
such as case studies or wikis that capture information about situations where we did well
and how we did it.” Codified content “is more formal documentation of official company t
practices, and includes installation guides, help files, and formal training or courses.”138

Executive Coaches

Many firms retain executive coaches to help develop their top managers’ effectiveness. 
An executive coach is an outside consultant who questions the executive’s boss, peers, 
subordinates, and (sometimes) family in order to identify the executive’s strengths and
weaknesses, and to counsel the executive so he or she can capitalize on those strengths

role playing
A training technique in which 
trainees act out parts in a realistic 
management situation.

in-house development center
A company-based method for 
exposing prospective managers 
to realistic exercises to develop 
improved management skills.

executive coach
An outside consultant who ques-
tions the executive’s associates in 
order to identify the executive’s 
strengths and weaknesses, and then 
counsels the executive so he or she 
can capitalize on those strengths 
and overcome the weaknesses.
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and overcome the weaknesses.139 Executive coaching can cost $50,000 per executive. Ex-
perts recommend using formal assessments prior to coaching, to uncover strengths and 
weaknesses and to provide more focused coaching.140

The coaching field is unregulated, so managers should do their due diligence. Check 
references, and consult the International Coach Federation, a trade group.

The SHRM Learning System

The Society for Human Resource Management (SHRM) encourages HR professionals to
qualify for certification by taking examinations. The society offers several preparatory 
training programs (for instance go to www.shrm.org/, and then click Education). These 
include self-study, e-learning, and a college/university option that includes classroom 
interaction with instructors and other learners.141

Leadership Development at GE
General Electric is known for its success in developing its executive talent. Their current 
mix of executive development programs illustrate what they offer:142

Leadership programs: These multiyear training programs rotate about 3,000 em-
ployees per year through various functions with the aim of enabling people to run a
large GE business.

Session C: This is GE’s intense multilevel performance appraisal process. The CEO 
personally reviews GE’s top 625 officers every year.

Crotonville: This is GE’s corporate training campus in New York and offers a mix of 
conventional classroom learning and team-based training and cultural trips.

Boca Raton: At this annual meeting of GE’s top 625 officers, they network, share 
their best ideas, and get to understand the company’s strategy for the coming year.

The next big thing: Whether it’s productivity and quality improvement through “Six 
Sigma” or “innovation,” GE focuses its employees on central themes or initiatives.

Monthly dinners: Jeffrey Immelt, GE’s CEO, meets periodically at dinners and 
breakfasts to learn more about his top executives and to “strengthen his connections 
with his top team.”143

Talent Management and Differential Development Assignments
In today’s competitive environment, the practice of allocating development opportuni-
ties across the board or based just on performance makes less sense. Many employers in-
stead focus more resources on high-potential “mission-critical employees,” those deemed 
most crucial to the company’s future success. Doing so is a characteristic best practice in 
talent management. For example, high-potential trainees in Johnson & Johnson’s special
“LeAD” leadership development program receive advice and regular assessments from 
coaches brought in from outside the company.144 Some companies share future strategies 
on a privileged basis with rising leaders, for example in quarterly meetings with high-
level executives.145

MANAGING ORGANIZATIONAL  
CHANGE PROGRAMS
Companies often find it necessary to change how they do things. For example, Microsoft
recently changed its CEO, reorganized the company, and changed its strategy to empha-
size supplying hardware (tablets, etc.) as well as software.

Making changes is never easy, but the hardest part is often overcoming employee 
resistance. Individuals, groups, and even entire organizations tend to resist change, be-
cause they are accustomed to the usual way of doing things or because of perceived 
threats to their influence, for instance.146 To deal with such intransigence, some experts
suggest that the manager use a process as in the following Management Skills feature to
implement the change:147

LEARNING OBJECTIVE 6 
Answer the question, 
“What is organizational 
development and how 
does it differ from 
traditional approaches to 
organizational change?”

http://www.shrm.org/
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Building Your Management Skills: 
How to Bring About a Change at Work

To bring about a desired organizational change at work:

1. Establish a sense of urgency. Create a sense of urgency. For example, present em-
ployees with a (fictitious) analyst’s report describing the firm’s imminent demise.

2. Mobilize commitment through joint diagnoses of problems. Create a task force
to diagnose the problems facing the department or the company. This can help 
to produce a shared understanding of what they can and must improve.

3. Create a guiding coalition. It’s never easy to implement big changes alone.
Therefore, create a “guiding coalition” of influential people. They’ll act as mis-
sionaries and implementers.

4. Develop and communicate a shared vision of what you see coming from the 
change. Keep the vision simple (for example, “We will be faster than anyone at 
satisfying customer needs.”), and lead by example.148

5. Help employees make the change. Eliminate impediments. For example, do 
current policies or procedures make it difficult to act? Do intransigent managers 
discourage employees from acting?

6. Aim first for attainable short-term accomplishments. Use the credibility from
these to make additional changes.149

7. Reinforce the new ways of doing things with changes to the company’s systems 
and procedures. For example, use new appraisal systems and incentives to rein-
force the desired new behaviors.

8. Monitor and assess progress. In brief, this involves comparing where the
company or department is with where it should be.

Using Organizational Development
Beyond this process, there are many other ways to reduce resistance. Among the many 
suggestions are that managers impose rewards or sanctions that guide employee be-
haviors, explain why the change is needed, negotiate with employees, give inspirational 
speeches, or ask employees to help design the change.150 Organizational development 
(OD) taps into the latter. Organizational development is a change process through 
which employees formulate the change that’s required and implement it, often with the
assistance of trained consultants. OD has several distinguishing characteristics:

1. It usually involves action research, which means collecting data about a group, 
department, or organization, and feeding the information back to the employees so
they can analyze it and develop hypotheses about what the problems might be.

2. It applies behavioral science knowledge to improve the organization’s effectiveness.
3. It changes the organization in a particular direction—toward empowerment,

improved problem solving, responsiveness, quality of work, and effectiveness.

For example, according to experts French and Bell, one OD method, team-building 
meetings, begins with the consultant interviewing each of the group members and the
leader before the meeting.151 They are asked what their problems are, how they think 
the group functions, and what obstacles are keeping the group from performing better. 
The consultant then categorizes the interview data into themes (such as “inadequate 
communications”) and presents the themes to the group at the start of the meeting. The 
group ranks the themes in terms of importance, and the most important ones become 
the agenda for the meeting. The group then explores and discusses the issues, examines 
the underlying causes of the problems, and begins devising solutions.

Survey research is another OD option. It requires having employees throughout the 
organization complete attitude surveys. The facilitator then uses those data as a basis for 
problem analysis and action planning. Surveys are a convenient way to unfreeze a com-
pany’s management and employees. They provide a comparative, graphic illustration of 
the fact that the organization does have problems to solve.152

organizational development
A special approach to organizational 
change in which employees them-
selves formulate and implement the 
change that’s required.
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EVALUATING THE TRAINING EFFORT
After trainees complete their training (or perhaps at planned intervals during the training), 
the program should be evaluated to see how well its objectives have been met. For example,
Bovis Lend Lease uses learning management system software to monitor which employees 
are taking which courses, and the extent to which they’re improving their skills.153

There are two basic issues to address when evaluating training programs. One is the 
design of the evaluation study and, in particular, whether to use controlled experimenta-
tion. The second is, “What should we measure?”

Designing the Study
In deciding how to design the evaluation study, the basic concern is this: How can we 
be sure that the training caused the results that we’re trying to measure? The time series 
design is one option. Here, as in Figure 7.3, you take a series of performance measures 
before and after the training program. This can provide some insight into the program’s 
effectiveness.154 However, you can’t be sure that the training (rather than, say, a new 
company-wide pay plan) caused any change.

Controlled experimentation is therefore the evaluation gold standard. A controlled
experiment uses a training group and a control group that receives no training. Data (for in-
stance, on quantity of sales or quality of service) are obtained both before and after one group
is exposed to training and before and after a corresponding period in the control group. This 
makes it easier to determine the extent to which any change in the training group’s perfor-
mance resulted from the training, rather than from some organization-wide change like a
raise in pay. (The pay raise should have affected employees in both groups equally.)155

Training Effects to Measure
The manager can measure four types of training outcomes or effects:

1. Reaction. Evaluate trainees’ reactions to the program. Did they like the program? 
Did they think it worthwhile?

2. Learning. Test the trainees to determine whether they learned the principles, skills,
and facts they were supposed to learn.

3. Behavior. Ask whether the trainees’ on-the-job behavior changed because of the 
training program. For example, are employees in the store’s complaint department
more courteous toward disgruntled customers?

4. Results. Most important, ask, “What results did we achieve, in terms of the training 
objectives previously set?” For example, did the number of customer complaints 

LEARNING OBJECTIVE 7 
Explain what to consider 
in evaluating the 
effectiveness of a training
program.

FIGURE 7.3
Using a Time Series Graph
to Assess a Training
Program’s Effects
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controlled experimentation
Formal methods for testing the ef-
fectiveness of a training program, 
preferably with before-and-after
tests and a control group.
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diminish? Reactions, learning, and behavior are important. But if the training 
program doesn’t produce measurable performance-related results, then it prob-
ably hasn’t achieved its goals.156 In one survey of about 500 U.S. organizations, 77% 
evaluated their training programs by eliciting reactions, 36% evaluated learning, 
and about 10% to 15% assessed the program’s behavior and/or results.157

Evaluating these is straightforward. Figure 7.4 presents one page from a sample 
evaluation questionnaire for assessing reactions. Or, you might assess trainees’ learning
by testing their new knowledge. For behavioral change, perhaps assess the effectiveness 

FIGURE 7.4
A Training 
Evaluation Form

Source: U.S. Office of 
Personnel Management.
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INSTRUCTOR HANDOUTS United States Office of Personnel
Management

TRAINING EVALUATION FORM

“Work and Family Issues — A Module for Supervisors and Managers”TITLE OF COURSE:
NAME OF INSTRUCTOR:

NAME:
(Optional)
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                                        1        2        3        4        5

After this course    Low  ---------------------------------------High    
                                        1        2        3        4        5

__ Excellent   __Very Good  __ Good 

__ Fair  __ Poor  

POSITION TITLE/GRADE:

DATE OF TRAINING
Started:____________
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of a supervisory performance appraisal training program by asking that person’s subor-
dinates, “Did your supervisor provide you with examples of good and bad performance
when he or she appraised your performance most recently?” Finally, directly assess a 
training program’s results by measuring, say, the percentage of phone calls that call center
trainees subsequently answered correctly.

A careful comparison of the training program’s costs and benefits can enable 
the manager to compute the program’s return on investment. Online calculators are 
available to facilitate such analyses; for example, search Google “training evaluation
calculator.”158

Review

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .

SUMMARY

1. Getting your new employee on board and up to 
speed begins with orienting and training him or her. 
Employee orientation means providing new employ-
ees with the information they need to function, and 
helping them start being emotionally attached to the
firm. This may simply involve providing them with
brief written orientation materials and an employee 
handbook, but sometimes involves a formal process 
aimed at instilling in the employee the company’s 
values.

2. There is more to orienting employees than introduc-
ing them to their coworkers. Even without a com-
panywide program like Toyota’s, use the onboarding 
opportunity to begin instilling in the new employee 
the company values and traditions in which you ex-
pect the person to become engaged.

3. ADDIE outlines the training process: analyze, de-
velop, design, implement, and evaluate. Before train-
ing employees, it’s necessary to analyze their training 
needs and design the training program. In train-
ing new employees, employers use task analysis—
basically, a detailed study of the job—to determine 
what skills the job requires. For current employees,
performance analysis is required, specifically to ver-
ify that there is performance efficiency and to deter-
mine if training is the solution. Once you understand
the issues, you can design and develop the training
program, which entail identifying specific training
objectives, clarifying a training budget, and compil-
ing the actual content and technology.

4. Specific training methods include on-the-job train-
ing, apprenticeship training, informal learning, job 
instruction training, lectures, programmed learning, 
audiovisual-based training, vestibule training, video-
conferencing, electronic performance support sys-
tems, and computer-based training. Computerized 
training is increasingly popular, with many packaged
programs available. Frequently, programs today are 
Internet-based, with employees accessing packaged 
online programs, backed up by learning management 
systems, through their company’s learning portals. 
Employers also increasingly use mobile learning, for 
instance, delivering short courses and explanations 
to employees’ iPads.

5. Like all employees, new managers often get on-
the-job training, for instance, via job rotation and
coaching. In addition, it’s usual to supply various off-
the-job training and development opportunities—for 
instance, using the case study method, management 
games, outside seminars, university-related pro-
grams, corporate universities, executive coaches, and 
(for human resource managers) the SHRM learning
system.

6. When facing economic, competitive, or other chal-
lenges, managers have to execute organizational 
change programs. Often, the trickiest part of organi-
zational change is overcoming employees’ resistance
to it. Steps include establishing a sense of urgency,
mobilizing commitment, creating a guiding coali-
tion, developing and communicating a shared vision, 
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helping employees make the change, consolidating
gains, reinforcing new ways of doing things, and
monitoring and assessing progress. Organizational 
development involves collecting data about a group 
and feeding the information back to the employees 
so they can analyze it and develop solutions.

7. It’s important to evaluate the training effort. You 
can measure reaction, learning, behavior, or results, 
ideally using a control group that is not exposed 
to training, in parallel with the group that you’re 
training.

KEY TERMS

employee orientation 287
training 290
negligent training 290
task analysis 292
competency model 292
performance analysis 292
on-the-job training (OJT) 296
apprenticeship training 297
job instruction training (JIT) 298
programmed learning 298
behavior modeling 299
electronic performance support systems (EPSS) 299
job aid 299
virtual classroom 301

Web 2.0 learning 302
lifelong learning 302
cross training 303
management development 305
succession planning 305
job rotation 307
action learning 307
case study method 308
management game 308
role playing 309
in-house development center 309
executive coach 309
organizational development 311
controlled experimentation 312

C
H

A
P

T
E

R
 7

DISCUSSION QUESTIONS

7-1. “A well-thought-out orientation program is 
essential for all new employees, whether they 
have experience or not.” Explain why you agree 
or disagree with this statement.

7-2. Compare and discuss the advantages and 
disadvantages of on-the-job apprenticeship 
training and training through classroom lecture. 
Which do you think is more effective?

7-3. Discuss some of the forms of Internet-based
learning that are increasingly being used in
organizations. What are the benefits of such 
training methods?

7-4. One reason for implementing global training 
programs is the need to avoid business losses
due to “cultural insensitivity.” What sort of 
cultural insensitivity do you think is referred 
to here, and how might that translate into

lost business? What sort of training program 
would you recommend to avoid such cultural
insensitivity?

7-5. Describe the pros and cons of five management
development methods.

7-6. Do you think job rotation is a good method to
use for developing management trainees? Why 
or why not?

7-7. What is organizational development and how 
does it differ from traditional approaches to 
organizational change?

7-8. Explain succession planning. Briefly discuss the 
stages involved in succession planning programs.

Try It
How would you apply the concepts and skills you learned in this chapter? If 
your professor has chosen to assign this, go to www.mymanagementlab.com
and complete the Change simulation to find out.

http://www.mymanagementlab.com
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INDIVIDUAL AND GROUP ACTIVITIES

7-9. You’re the supervisor of a group of employees 
whose task is to assemble disk drives that go into 
computers. You find that quality is not what it 
should be and that many of your group’s devices
have to be brought back and reworked. Your 
boss says, “You’d better start doing a better job of 
training your workers.”
a. What are some of the staffing factors that 

could be contributing to this problem?
b. Explain how you would go about assessing 

whether it is in fact a training problem.
7-10. Choose a task with which you are familiar—

mowing the lawn, making a salad, or studying 
for a test—and develop a job instruction sheet 
for it.

7-11. Working individually or in groups, develop a
short, programmed learning program on the 
subject “Guidelines for Giving a More Effective
Lecture.”

7-12. Find a provider of management development 
seminars. Obtain copies of its recent listings of 
seminar offerings. At what levels of managers are
the offerings aimed? What seem to be the most 
popular types of development programs? Why 
do you think that’s the case?

7-13. Working individually or in groups, develop 
several specific examples to illustrate how a 
professor teaching human resource management
could use at least four of the techniques described 
in this chapter in teaching his or her HR course.

7-14. Working individually or in groups, develop an
orientation program for high school graduates 
entering your university as freshmen.

7-15. The PHR and SPHR Knowledge Base appendix 
at the end of this book (pages 515–523) lists 
the knowledge someone studying for the HRCI 
certification exam needs to have in each area 
of human resource management (such as in
strategic management, workforce planning, and 
human resource development). In groups of four
to five students, do four things: (1) review that 
appendix now; (2) identify the material in this 
chapter that relates to the required knowledge 
the appendix lists; (3) write four multiple-choice
exam questions on this material that you believe 
would be suitable for inclusion in the HRCI 
exam; and (4) if time permits, have someone 
from your team post your team’s questions in
front of the class, so the students in other teams 
can take each other’s exam questions.
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MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

7-16. Explain how you would apply our “motivation points” (pages 231–232) in 

developing a lecture, say, on orientation and training.

7-17. Your employee is only selling about half the items per week that he should

be selling. How would you go about determining what the problem is and 

whether training is the solution?

Paul realizes that the transition to the mentoring system 
has not gone smoothly when he gets a letter from Freddy 
Jacobs, one of his most respected employees. Freddy chal-
lenges him with the following:

Lately we are doing nothing but explaining work pro-
cesses to the young guys. Our own work has to be put 
aside, and why? Moreover, the young guy at pre-packing 
has never seen a forklift truck in his life, but he started 
off in charge of three older people. We have worked to-
gether successfully for more than 30 years, and I hope
that you will deal correctly with this situation.

Group Thermote & Vanhalst—TVH—is a global organiza-
tion that specializes in constructing and repairing forklift 
trucks. The organization’s expansion presents Paul Sanders, 
HR director at TVH, with a tough problem: TVH doesn’t 
have a system to capture, store, and leverage employees’ 
knowledge. There is a massive inflow of young people who 
lack technical know-how, and specialized knowledge is lost
when older employees leave the company. In order to deal
with this problem, Paul Sanders introduced a mentorship
program. This program helps older employees transmit their
knowledge and know-how to younger employees.

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

The Mentorship Program at TVH
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The Carter Cleaning Centers currently have no formal orien-
tation or training policies or procedures, and Jennifer believes 
this is one reason why the standards to which she and her fa-
ther would like employees to adhere are generally not followed.

The Carters would prefer that certain practices and pro-
cedures be used in dealing with the customers at the front 
counters. For example, all customers should be greeted with 
what Jack refers to as a “big hello.” Garments they drop off 
should immediately be inspected for any damage or unusual 
stains so these can be brought to the customer’s attention,
lest the customer later return to pick up the garment and er-
roneously blame the store. The garments are then supposed 
to be immediately placed together in a nylon sack to separate 
them from other customers’ garments. The ticket also has to 
be carefully written up, with the customer’s name and tele-
phone number and the date precisely and clearly noted on all
copies. The counter person is also supposed to take the op-
portunity to try to sell the customer additional services such
as waterproofing, or simply notify the customer that “Now 
that people are doing their spring cleaning, we’re having a 
special on drapery cleaning all this month.” Finally, as the
customer leaves, the counter person is supposed to make a 
courteous comment like “Have a nice day” or “Drive safely.” 
Each of the other jobs in the stores—pressing, cleaning and 
spotting, and so forth—similarly contain certain steps, pro-
cedures, and most importantly, standards the Carters would 
prefer to see upheld.

Jennifer thinks the company has had problems because 
of a lack of adequate employee training and orientation. For
example, two new employees became very upset last month 
when they discovered that they were not paid at the end of the 
week, on Friday, but instead were paid (as are all Carter em-
ployees) on the following Tuesday. The Carters use the extra 
two days in part to give them time to obtain everyone’s hours
and compute their pay. The other reason they do it, according 
to Jack, is that “frankly, when we stay a few days behind in 

paying employees it helps to ensure that they at least give us a
few days’ notice before quitting on us. While we are certainly 
obligated to pay them anything they earn, we find that psy-
chologically they seem to be less likely to just walk out on us 
Friday evening and not show up Monday morning if they still 
haven’t gotten their pay from the previous week. This way they 
at least give us a few days’ notice so we can find a replacement.”

There are other matters that could be covered during ori-
entation and training, says Jennifer. These include company 
policy regarding paid holidays, lateness and absences, health 
benefits (there are none, other than workers’ compensation),
substance abuse, and eating or smoking on the job (both for-
bidden), and general matters like the maintenance of a clean
and safe work area, personal appearance and cleanliness, time
sheets, personal telephone calls, and personal e-mail.

Jennifer believes that implementing orientation and train-
ing programs would help to ensure that employees know how 
to do their jobs the right way. And she and her father further
believe that it is only when employees understand the right 
way to do their jobs that there is any hope their jobs will be ac-
complished the way the Carters want them to be accomplished.

Questions
7-21. Specifically, what should the Carters cover in

their new employee orientation program and how 
should they convey this information?

7-22. In the HR management course Jennifer took, the
book suggested using a job instruction sheet to 
identify tasks performed by an employee. Should
the Carter Cleaning Centers use a form like this
for the counter person’s job? If so, what should the
form look like, say, for a counter person?

7-23. Which specific training techniques should Jennifer 
use to train her pressers, her cleaner/spotters, her
managers, and her counter people? Why should
these training techniques be used?

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company: The New Training Program
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After Paul finished reading the letter, he frowned. Ex-
perienced workers were putting a lot of effort into teach-
ing newcomers the tricks of the trade, but the older workers 
were now becoming upset because of the career opportuni-
ties given to the newcomers. Paul believes that an insuffi-
cient transfer of knowledge is at the heart of many issues at
TVH. How can he optimize his system to manage knowledge 
efficiently?

Questions
7-18. If you were Paul Sanders, how would you deal with

the issues raised in the letter?
7-19. What would make the mentoring program a suc-

cess? How would you define success, and failure?
7-20. Under what circumstances would you choose these

training processes?
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EXPERIENTIAL EXERCISE
Flying the Friendlier Skies

Purpose: The purpose of this exercise is to give you 
practice in developing a training program for the job of 
airline reservation clerk for a major airline.

Required Understanding: You should be fully acquainted
with the material in this chapter and should read the 
following description of an airline reservation clerk’s
duties:

Customers contact our airline reservation clerks to
obtain flight schedules, prices, and itineraries. The 
reservation clerks look up the requested informa-
tion on our airline’s online flight schedule systems, 
which are updated continuously. The reservation 
clerk must deal courteously and expeditiously with 
the customer, and be able to find quickly alternative 
flight arrangements in order to provide the customer 
with the itinerary that fits his or her needs. Alterna-
tive flights and prices must be found quickly, so that 

the customer is not kept waiting, and so that our res-
ervations operations group maintains its efficiency 
standards. It is often necessary to look under various 
routings, since there may be a dozen or more alterna-
tive routes between the customer’s starting point and 
destination.

You may assume that we just hired 30 new clerks,
and that you must create a three-day training program.

How to Set Up the Exercise/Instructions: Divide the
class into teams of five or six students.

Airline reservation clerks obviously need numerous
skills to perform their jobs. JetBlue Airlines has
asked you to develop quickly the outline of a training
program for its new reservation clerks. Please produce 
the requested outline, making sure to be very specific 
about what you want to teach the new clerks, and what
methods and aids you suggest using to train them.
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Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

ENDNOTES
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LEARNING OBJECTIVES

 1. Explain the purpose of performance appraisal.
 2. Discuss the pros and cons of at least eight performance 

appraisal methods.
 3. Give examples of potential appraisal problems and how to 

deal with them.
 4. List steps to take in the appraisal interview to improve 

employee engagement.
 5. Explain how you would take a performance management 

approach to appraisal.

MyManagementLab®

Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com for 

activities that are applied, personalized, 

and offer immediate feedback.

■ BASIC CONCEPTS IN PERFORMANCE APPRAISAL

■ APPRAISAL METHODS

■ HOW TO DEAL WITH PERFORMANCE APPRAISAL 
PROBLEMS AND THE APPRAISAL INTERVIEW

■ EMPLOYEE ENGAGEMENT GUIDE FOR 
MANAGERS: USE THE APPRAISAL INTERVIEW 
TO BUILD ENGAGEMENT

■ PERFORMANCE MANAGEMENT

OVERVIEW:  
In this chapter, we will cover . . .

Performance 
Management 
and Appraisal8

Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 8 Warm Up.
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http://www.mymanagementlab.com
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INTRODUCTION

Gladys had only worked for Ocean Engineering for about
six months, but she loved her job as a junior engineer. It
was therefore with enthusiasm that she sat down with her 
supervisor, Phyllis, to get and discuss Gladys’s first perfor-rr
mance appraisal. Unfortunately, the meeting was a disaster.
Phyllis came in armed with a long list of errors that Gladys 
had supposedly made in the past few months. She followed
that up by telling Gladys that she wasn’t even doing half 
the things that the job called for. “Overall,” said Phyllis,
“I’m rating you a 6.5 out of 10,” and then she walked out.
Gladys sat there stunned.

BASIC CONCEPTS  
IN PERFORMANCE APPRAISAL
Most companies have some formal or informal means of 
appraising their employees’ performance. Performance appraisal
may be defined as any procedure that involves (1) setting work 
standards; (2) assessing the employee’s actual performance
relative to the standards; and (3) providing feedback to the
employee with the aim of motivating that person to elimi-
nate performance deficiencies or to continue the performance
above par. Therefore, while you may equate filling out appraisal
forms as in Figure 8.1 with “performance appraisal,” appraisal
actually involves more. Effective appraisal also requires that
the supervisor set performance standards. And it requires that
the employee receives the training, feedback, and incentives
required to eliminate performance deficiencies.

Ubiquitous though it is, few things managers do are fraught with more peril than ap-
praising subordinates’ performance. Employees tend to be overly optimistic about what 
their ratings will be, and know that their raises, careers, and peace of mind may hinge
on how you rate them. As if that’s not enough, few appraisal processes are as fair as em-
ployers think. Numerous problems (such as bias and some managers rating everyone
“average”) undermine the process. However, the perils notwithstanding, performance
appraisal plays a central role in managing human resources. The challenge is to do the
appraisal the right way.

Steps in Performance Appraisal
As we said, performance appraisal contains three steps: (1) setting work standards, (2) as-
sessing the employee’s actual performance relative to those standards, and (3) providing 
feedback to the employee regarding his or her performance. As Figure 8.2 summarizes,
some managers call these steps the performance appraisal cycle, to recognize that the
feedback should in turn lead to setting new goals.

Why Appraise Performance?
There are several reasons to appraise subordinates’ performance. First, most employ-
ers still base pay, promotion, and retention decisions on the employee’s appraisal.1 Sec-
ond, appraisals play a central role in the employer’s performance management process. 
(We’ll see that performance management means continuously making sure that each 
employee’s performance makes sense in terms of the company’s overall goals.) Third, 
the appraisal lets you and the subordinate develop a plan for correcting any deficiencies, 
and to reinforce the things the subordinate does right. Fourth, appraisals should provide
an opportunity to review and recalibrate the employee’s career plans in light of his or

performance appraisal
Any procedure that involves 
(1) setting work standards; (2) as-
sessing the employee’s actual per-rr
formance relative to the standards; 
and (3) providing feedback to the
employee with the aim of motivat-
ing that person to eliminate perfor-rr
mance deficiencies or to continue 
the performance above par.

LEARNING OBJECTIVE 1
Explain the purpose of 
performance appraisal.

Source: Ingram Publishing/Thinkstock/Getty Images.
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FIGURE 8.1
Online Faculty 
Evaluation Form

Source: Copyright Gary 
Dessler, PhD

Instructions: Thoughtful evaluations help the faculty member better understand and 

improve his or her teaching practices. For each of the follf owing eight items, please assign a

score, giving your highest score of 7 fof r Outstanding, a score of 4 fof r Average, your lowest

score of 1 fof r Needs Improvement, and an NA if the question is not applicable:

Evaluatiaa on Items

____ 1. The instructor was prepared for his/her lectures.

____ 2. The course was consistent with the course objectib ves.

____ 3. The instructor was fair in how he/she graded me. 

____ 4. The instructor carefully planned and organized this course.

____ 5. The instructor was available during his/her posted office hours.

____ 6. The instructor responded to online inquiries in a timely manner. rr

____ 7. In terms n of knf owledge and/oww r experience, the instructortt  was cor mpetent to teach this conn urse.

____ 8. Overall how would you rate this course?

FIGURE 8.2
The Three-Step 
Performance Appraisal 
Cycle

Feedback and Take
Corrective Action:

Coach and Counsel
Employee or Other Steps as

Required

Establish Goals and
Performance Standards

Appraise the Employee’s
Performance

her exhibited strengths and weaknesses. Finally, supervisors use appraisals to identify 
employees’ training and development needs. They let supervisors identify performance 
gaps (between current and expected performance) and to formulate the necessary reme-
dial steps.

Defining the Employee’s Performance Standards
The job description often isn’t sufficient to clarify what you expect your employee to 
accomplish; it lists duties, but usually not specific goals. The first step in performance 
appraisal and management is therefore to let employees know what you expect of them; 
you do this by setting performance standards. Managers use one or more of three bases—
goals, job dimensions, and competencies—to establish ahead of time what these perfor-
mance standards will be.

First, the manager can assess to what extent the employee is attaining his or her nu-
merical goals. Such goals should derive from the company’s overall goals. For example, 
a company-wide goal of reducing costs by 10% should translate into goals for how in-
dividual employees or teams will cut costs. The HR as a Profit Center feature shows an
example.
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HR AS A PROFIT CENTER

Setting Performance Goals at Ball Corporation

Ball Corporation supplies metal packaging to customers such as food processors and paint 
manufacturers worldwide.2 The management team at one Ball plant concluded that it could 
improve plant performance by instituting an improved process for setting goals and for ensur-rr
ing that the plant’s employees’ behaviors were in synch with these goals.3 The new program 
began by training plant leaders on how to improve performance, and on setting and communi-
cating daily performance goals. They in turn communicated and tracked daily goal attainment 
by distributing team scorecards to the plant’s work teams. Plant employees received special 
coaching and training to ensure they had the skills required for achieving the goals. According 
to management, within 12 months the plant increased production by 84 million cans, reduced 
customer complaints by 50%, and obtained a return-on-investment of more than $3 million.4

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Explain what performance management behaviors the Ball pro-
gram included.

Managers often say that effective goals should be “SMART.” They are specific, and 
clearly state the desired results. They are measurable, and answer the question “how 
much?” They are attainable. They are relevant, and clearly derive from what the manager 
and company want to achieve. And they are timely, with deadlines and milestones.5 Re-
search also provides insights into how to set effective goals. The accompanying HR Tools 
feature summarizes these findings.

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

How to Set Effective Goals

Studies suggest four guidelines for setting performance goals:

1. Assign specific goals. Employees who receive specific goals usually perform better 
than those who do not.

2. Assign measurable goals. Put goals in quantitative terms and include target 
dates or deadlines. If measurable results will not be available, then “satisfactory 
completion”—such as “satisfactorily attended workshop”—is the next best thing.

3. Assign challenging but doable goals. Goals should be challenging, but not so difficult 
that they appear unrealistic.

4. Encourage participation. Managers often face this question: Should I tell my employ-
ees what their goals are, or let them participate with me in setting their goals? The 
evidence suggests that participatively set goals do not consistently result in higher 
performance than assigned goals, nor do assigned goals consistently result in higher 
performance than participative ones. It is only when the participatively set goals are
set higher than the assigned ones that the participatively set goals produce higher 
performance. Because it tends to be easier to set higher standards when your em-
ployees participate, participation tends to lead to improved performance.6

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following. Write a short paragraph that addresses the question: “Why is it 
not a good idea to simply tell employees to ‘do their best’ when assigning a task?”

http://www.mymanagementlab.com
http://www.mymanagementlab.com
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A second basis upon which to appraise someone is to use a form containing basic job
dimensions (such as “Quality” and “Quantity”). For example, the instructor’s appraisal 
form on page 257 (Figure 8.1) includes basic job dimensions (or “criteria”) such as, “The 
instructor is well prepared.” The assumption is that “being prepared” is a useful guiding 
standard for “what should be.”

A third option is to appraise employees based on their mastery of the competencies
(generally the skills, knowledge, and/or personal behaviors) performing the job requires.
Consider an example. We saw in Chapter 4 that BP appraised employees’ skills using a 
skills matrix (see Figure 4.11, page 141). This matrix shows the basic skills to be assessed 
(such as “technical expertise”), and the minimum level of each skill the job requires 
(what the minimum skill level “should be”). Employees appraised as having the requisite 
level of each skill are qualified to fill the position.

Who Should Do the Appraising?
The supervisor usually does the actual appraising. Therefore, he or she must be famil-
iar with basic appraisal techniques, understand and avoid problems that can cripple an 
appraisal, and conduct the appraisal fairly. The HR department usually serves a policy 
making and advisory role. For example, they might provide advice and assistance regard-
ing the appraisal tool to use but leave final decisions on appraisal procedures to the com-
pany’s operating division heads. In other companies, the personnel office will prepare
detailed forms and procedures that all departments will be expected to use.

In any case, relying only on supervisors’ ratings is not always wise. For example, an 
employee’s supervisor may not understand or appreciate how customers and colleagues
who interact with the employee rate his or her performance. Furthermore, there is always 
some danger of bias for or against the employee. If so, managers have several options.

Peer Appraisals

With more employees working in teams, appraisal of an employee by his or her peers—
peer appraisal—is popular. Typically, an employee due for an annual appraisal chooses 
an appraisal chairperson. The latter then selects one supervisor and three peers to evalu-
ate the employee’s work.

Research indicates that peer appraisals can be effective. One study involved un-
dergraduates placed into self-managing work groups. The researchers found that peer 
appraisals had “an immediate positive impact on [improving] perception of open com-
munication, task motivation, social loafing, group viability, cohesion, and satisfaction.”7

Employees, in other words, seem to be motivated to meet their colleagues’ expectations. 
Recently, the American military, concerned about numerous misconduct allegations,
began requiring generals and admirals to be evaluated by their peers and subordinates.8

Rating Committees

Some companies use rating committees. A rating committee is usually composed of the
employee’s immediate supervisor and three or four other supervisors.9

Using multiple raters is advantageous. It can help cancel out problems such as bias 
on the part of individual raters.10 It can also provide a way to include in the appraisal the 
different facets of an employee’s performance observed by different appraisers. Multiple 
raters often see different facets of an employee’s performance. Studies often find that the 
ratings obtained from different sources rarely match.11 It’s therefore advisable to at least
obtain ratings from the supervisor, his or her boss, and perhaps another manager who 
is familiar with the employee’s work.12 At a minimum, most employers require that the 
supervisor’s boss sign off on any appraisals the supervisor does.

Self-Ratings

Some employers obtain employees’ self-ratings, usually in conjunction with supervisors’ 
ratings. The basic problem, of course, is that employees usually rate themselves higher 
than do their supervisors or peers.13 One study found that, when asked to rate their own 
job performances, 40% of employees in jobs of all types placed themselves in the top 
10%, and virtually all remaining employees rated themselves at least in the top 50%.14 In
another study, subjects’ self-ratings actually correlated negatively with their subsequent
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performance in an assessment center—the higher they appraised themselves, they worse 
they did in the center. In contrast, an average of the person’s supervisor, peer, and subor-
dinate ratings predicted the subjects’ assessment center performance.15

Appraisal by Subordinates

Many employers have subordinates rate their managers, usually for developmental rather 
than for pay purposes. Anonymity affects such upward feedback. Managers who get 
feedback from subordinates who identify themselves view the upward feedback process 
more positively than do managers who get anonymous feedback. However, subordinates 
prefer giving anonymous responses, and those who must identify themselves tend to give 
inflated ratings.16

Upward feedback can improve a manager’s performance. One study focused on
252 managers during five annual administrations of an upward feedback program.
Managers who were initially rated poor or moderate “showed significant improvements 
in [their] upward feedback ratings over the five-year period.” And, managers who met
with their subordinates to discuss their upward feedback improved more than the man-
agers who did not.17

360-Degree Feedback

With 360-degree feedback, the employer collects performance information all around 
an employee—from his or her supervisors, subordinates, peers, and internal or external 
customers—generally for developmental rather than pay purposes.18 The usual process is to 
have the raters complete online appraisal surveys on the ratee. Computerized systems then
compile all this feedback into individualized reports to ratees (see the sample in Figure 8.3). 
The person may then meet with the supervisor to develop a self-improvement plan.

Results are mixed. Participants seem to prefer this approach, but one study con-
cluded that multisource feedback led to “generally small” improvements in subsequent 
ratings by supervisors, peers, and subordinates. Improvement was most likely when the 
recipients believed that change was necessary.19 Also, such appraisals are more candid
when rewards or promotions are not involved.

There are several ways to improve 360-degree appraisals. Anchor the 360-degree
rating dimensions (such as “conflict management”) with specific behavioral examples 
(such as “effectively deals with conflicts”).20 Carefully train the people who are giving
and receiving the feedback.21 With multiple raters, make sure the feedback is produc-
tive, unbiased, and development oriented.22 Reduce the administrative costs associated 

A rating committee is
usually composed of the 
employee’s immediate 
supervisor and three or 
four other supervisors.
Source: wavebreakmedia/Shutterstock.

360-degree feedback
The employer collects perfor-
mance information all around an 
employee—from his or her supervi-
sors, subordinates, peers, and 
internal or external customers.
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FIGURE 8.3
Online 360-Degree 
Feedback

Source: “Online 360-Degree
Feedback,” from http://hr-survey
.com/. Copyright © 2012 by 
HR-Survey, LLC. Reprinted with 
permission. www.hr-survey.com/
sd3609q.htm.

with collecting multisource feedback by using a Web-based system such as the one in 
Figure 8.3. The rater logs in and rates the person along several competencies with ratings 
such as “capable and effective.”23

Social Media and HR
“Crowd” Appraisals

More employers are using social media–based appraisals to let everyone in the company 
(the “crowd”) appraise each other. Workforce Rypple (http://work.com/) is one such “so-
cial performance management platform.”24 Basically, it supplements traditional appraisals.
Employees and managers use it to set goals, and to provide feedback and recognition.25

For example, employees at Washington-based LivingSocial use Rypple to comment 
on each other’s work. LivingSocial then uses these comments as an input to its formal em-
ployee appraisals.26 Solar energy company Sunrun also uses Rypple. A spokesman says: “It’s 
great for putting ideas out there, you can unveil objectives to the whole team, ask for opin-
ions and suggestions and then work on them together. We do 360 feedback each week.”27

Saba Social Performance Management Software is another such tool.28 Employers often
combine such ongoing reviews with sites such as Globoforce (www.globoforce.com/),
which automate the process of instantaneously rewarding and recognizing colleagues.

 Watch It
Who does this company have doing its appraisals? If your professor has cho-
sen to assign this, go to www.mymanagementlab.com to watch the video 
Appraising (Hautelook) and answer the questions to show what you would do 
in this situation.

APPRAISAL METHODS
The manager usually conducts the actual appraisal using one or more of the formal 
methods we describe in this section.

Graphic Rating Scale Method
The graphic rating scale is probably still the most familiar and popular method for 
appraising performance. The one in Figure 8.4 lists several job dimensions (in this 
case “communication” and “teamwork”) and a range of performance values (from

LEARNING OBJECTIVE 2
Discuss the pros and 
cons of at least eight 
performance appraisal 
methods.

graphic rating scale
The graphic rating scale is a per-rr
formance appraisal tool that lists 
several job dimensions and a range s
of performance values for each. The 
supervisor rates each subordinate by 
circling or checking the score that 
best describes the subordinate’s per-rr
formance for each trait or dimension.
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Employee’s Name

Manager’s Name

Level: Entry-level employee

Key Work Responsibilities Results/Goals to Be Achieved
1. 1.

2. 2.

3. 3.

4.

1

Below Expectations Meets Expectations Role Model

Below Expectations Meets Expectations Role Model

Even with guidance, fails to prepare straight-
forward communications, including forms,
paperwork, and records, in a timely and
accurate manner; products require minimal
corrections.

Even with guidance, fails to adapt style and
materials to communicate straightforward
information.

With guidance, prepares straightforward
communications, including forms, paperwork,
and records, in a timely and accurate manner;
products require minimal corrections.

With guidance, adapts style and materials to
communicate straightforward information.

Independently prepares communications,
such as forms, paperwork, and records, in a
timely, yy clear, and accurate manner; products
require few, if any, corrections.

Independently adapts style and materials to
communicate information.

<performance standards appear here> <performance standards appear here> <performance standards appear here>

2 3 4 5

1 2 3 4 5

4.

Sample Performance Rating Form

Below Expectations Meets Expectations Role Model

<performance standards appear here> <performance standards appear here> <performance standards appear here>

1 2 3 4 5

Below Expectations Meets Expectations Role Model

<performance standards appear here> <performance standards appear here> <performance standards appear here>

1 2 3 4 5

Below Expectations Meets Expectations Role Model

<performance standards appear here> <performance standards appear here> <performance standards appear here>

1 2 3 4 5

Organizational Know-How

Personal Effectiveness

Teamwork

Achieving Business Results

Communication

FIGURE 8.4
Sample Graphic Rating Form with Behavioral Examples

Source: “Sample Performance Rating Form from Performance Management: A Roadmap for Developing, Implementing 
and Evaluating Performance Management Systems” by Elaine D. Pulakos from SHRM Effective Practice Guidelines. 
Copyright © 2004 by SHRM Foundation. Reprinted with permission. All rights reserved.
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“below expectations” to “role model”) for each. The supervisor rates each subordinate by 
circling or checking the score that best describes the subordinate’s performance for each 
trait or dimension, and totals the ratings.

Competency or skill based graphic rating forms are another option. This graphic
rating form assesses the person’s competencies and skills. For example, Figure 8.5 shows 
a partial rating form for a pizza chef. Here the employer wants to appraise a pizza chef ’s 
job-related skills, one of which is: “Be able to maintain adequate inventory of pizza 
dough.” As another example, the graphic rating form may focus on the extent to which 
the employee exhibits the behavioral competencies needed to perform the job. Section I 
of Figure 8.6 illustrates this.29 Here “Effectively leads and motivates nurses” is a required 
behavioral competency for a nurse supervisor.

Finally, the form might rate (as in Section II of Figure 8.6) how well the employee did
with respect to achieving specific goals. “Nursing unit experienced zero patient medica-
tion errors in period” would be one example.

Alternation Ranking Method
Ranking employees from best to worst on a trait or traits is another popular appraisal 
method. Because it is usually easier to distinguish between the worst and best employees 
than to rank them, an alternation ranking method is useful. With this method the super-
visor uses a form like that in Figure 8.7 to specify the employee who is highest on the trait 
being measured and also the one who is the lowest. He or she alternates between highest 
and lowest until all employees to be rated have been ranked.

Paired Comparison Method
With the paired comparison method, every subordinate to be rated is paired with and 
compared to every other subordinate on each trait. For example, suppose there are 
five employees to be rated. With this method, a chart such as that in Figure 8.8 shows all 
possible pairs of employees for each trait. Then for each trait, the supervisor indicates 
(with a plus or minus) who is the better employee of the pair. Next, the number of times 
an employee is rated better is added up. In Figure 8.8, employee Maria ranked highest 
(has the most plus marks) for “quality of work,” and Art ranked highest for “creativity.”

Forced Distribution Method
With the forced distribution method, the manager places predetermined percentages of 
subordinates in performance categories, as when a professor “grades on a curve.” An esti-
mated 60% of Fortune 500 firms use some form of ranking. At Lending Tree, the top 15% 
appraisees are “1s,” the middle 75% are “2s,” and the bottom 10% are “3s” and the “first 
to go.”30 Forced distribution’s advantages are that it (1) prevents supervisors from rat-
ing most employees “satisfactory” or “high,” and (2) makes top and bottom performers
stand out. GE, which first popularized forced ranking, has been injecting more flexibility 
into its system. For instance, it no longer strictly adheres to its famous 20/70/10 split (in
which most of the bottom 10% lost their jobs,) and tells managers to use more common 
sense in assigning rankings.31

FIGURE 8.5
One Item from an
Appraisal Form Assessing 
Employee Performance on 
Specific Job-Related Skills

POSITION: PIZZA CHEIF

SKILL 1: BE ABLE TO MAINTAINTT
ADEQUATE INVENTORAA Y OF PIZZA DOUGHRR RATINGAA

Each round pizza dough must be betweenww
12 and 14 ounces each, kneaded at least
2 minutes before being placed in the 
temperature and humidity-controlled
cooler, and kerr pt there for at least 5 hours 
prior to use. There should be enough, but 
no more for each day’aa s demand.’

Needs
improvement

Satisfactory Excellent
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FIGURE 8.6
Pearson Pennsylvania Hospital Competencies and Goals-Based Appraisal Form for a Nurse-Supervisor

Source: Copyright Gary Dessler, PhD.

Section I: Competencies: Does this employee exhibit the core competencies the job requires?

Exhibits Leadership Competency

Effectively leads and motivates nurses: Builds a culture that is open and receptive to improved clinical care; Sets clear goals for nurses;
Is supportive of nurses; Motivates nurses to achieve their goals.

Generally exceeds expectations Generally meets expectations Generally fails to meet expectations

_________ __________ _________

Exhibits Technical Supervisory CompetencyTT

Effectively supervises nurses’ technical activities: Exhibits the command of technical nursing knowledge and skills required to supervise 
nurses effectively, such as, assuring that nurses accurately administer medications, tryy eat patients, intervene effectively to patients’ 
expressions of symptoms, and accurately carry out physicians’ instructions. 

Generally exceeds expectations Generally meets expectations Generally fails to meet expectations

_________ __________ _________

Exhibits Managerial Supervisory Competency

Effectively manages unit: Develops annual, monthly, weeklyyy , and daily plans within context of hospital’yy s plans; ef’ fectively organizes 
and assigns nurses’ work; maintains required nursing staffing levels and trains nurses; effectively monitors and controls nursing unit 
performance using hospital-approved metrics.

Generally exceeds expectations Generally meets expectations Generally fails to meet expectations

_________ __________ _________

Exhibits Communications Competency

Effectively communicates: Actively listens to and understands what others say; effectively conveys facts and ideas in writing and orally.

Generally exceeds expectations Generally meets expectations Generally fails to meet expectations

_________ __________ _________

Exhibits Decision-Making Competency 

Effectively recognizes and solves problems and makes decisions: uses data to analyze alternatives and support conclusions; able to solve 
problems even of moderate to high complexity. 

Generally exceeds expectations Generally meets expectations Generally fails to meet expectations

_________ __________ _________

Section II: Goals: Did this employee achieve his or her goals for the period you are appraising?

Primary goals employee 
was to achieve for this 
period (Note: list specific 
goals)

Rating

5    Exceeded goal

3    Met goal

1    Did not achieve goal

Explanations and/or 
examples

Goal 1 5   4   3   2   1

Goal 2 5   4   3   2   1

Goal 3 5   4   3   2   1

Goal 4 5   4   3   2   1

Goal 5 5   4   3   2   1

Employee name and 
signature

Person doing appraisal Date of appraisal
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FIGURE 8.7
Alternation Ranking 
Method

For the trait you are measuring, list all the employees you want to rank. Put the highest-ranking
employee’s name on line 1. Put the lowest-ranking employee’s name on line 20. Then list the
next highest ranking on line 2, the next lowest ranking on line 19, and so on. Continue until all
names are on the scale.

ALTERNALL TION RANKING SCALEAA

Highest-ranking employee

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Lowest-ranking employee

Trait:

FIGURE 8.8
Paired Comparison 
Method

Note: + means “better than,”
− means “worse than.” For each
chart, add up the number of 
+’s in each column to get the 
highest-ranked employee.

Employee rated:

As
Compared

to:
A
Art

A
Art

B
Maria

B
Maria

C
Chuck

C
Chuck

D
Diane

D
Diane

E
José

E
José

+

+ ++ +

+ +

+ +

+

+

+

– – –

–

–

– –

–– + +

Maria ranks highest here

Employee rated:

As
Compared

to:
A
Art

A
Art

B
Maria

B
Maria

C
Chuck

C
Chuck

D
Diane

D
Diane

E
José

E
José

+ ++

+ + +

+ +

+ +

–+

––– –––

Art ranks highest here

FOR THE TRAIT “QUALITY OF WORK” FOR THE TRAIT “CREATIVITY”

Drawbacks

While widely used, some balk at forced distribution appraisals. As most students know, 
forced distribution grading is unforgiving. With forced distribution, either you’re in 
the top 10%, or you’re not. And, if you’re in the bottom 10%, you get an F, no ques-
tions asked. Your professor has little wiggle room. In one survey, 77% of responding 
employers were at least “somewhat satisfied” with forced ranking, while the rest were
dissatisfied with it. The biggest complaints: 44% said it damages morale, and 47% said
it creates interdepartmental inequities. The inequities can arise, for instance, when high
performing teams have to cut their “worst” employees, (who may in fact be performing 
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as well as the worst teams’ “best” employees).32 Some writers refer unkindly to forced 
ranking as “Rank and Yank.”33

Given this, employers need to be vigilant. Office politics and managerial bias can 
taint ratings. To protect against bias claims, employers should take several steps.34 Ap-
point a review committee to review any employee’s low ranking. Train raters to be ob-
jective. And consider using multiple raters in conjunction with the forced distribution
approach.

For many years, Microsoft required its managers to grade employees against one an-
other in what Microsoft employees called the “stack,” ranking them on a scale of 1 to 5.35

Microsoft recently eliminated “stacking,” substituting more frequent and qualitative
feedback to employees.

Critical Incident Method
The critical incident method entails keeping an anecdotal record of good or undesirable
examples of an employee’s work-related behavior and reviewing it with the employee at
predetermined times. Employers often compile such incidents to supplement a rating or
ranking method. Keeping a running list of critical incidents provides concrete examples 
of what specifically the subordinates can do to eliminate any performance deficiencies. It
also provides opportunities for mid-year corrections if required. Compiling incidents all 
year also helps reduce supervisors’ tendencies to focus unduly on just the last few weeks
when appraising subordinates’ performance.

Behaviorally Anchored Rating Scales
A behaviorally anchored rating scale (BARS) is an appraisal method that combines the 
benefits of critical incidents and quantitative ratings by anchoring a quantified scale with 
specific narrative examples of good and poor performance expressed as specific behav-
iors. Figure 8.9 is an example. It shows the behaviorally anchored rating scale for the trait
“salesmanship skills” used for an automobile salesperson. Note how the various perfor-
mance levels, from 10 (high) to 1 (low), are anchored with specific behavioral examples 
such as “The salesperson told the customer ‘the style is the style’ and that he’d probably 
be happier with a competitor’s vehicle.”

Appraisal Forms in Practice
In practice, appraisal forms often blend several approaches. For example, Figure 8.4 
(page 262) is a graphic rating scale supported with specific behavioral competency 
expectations (examples of good or poor performance). The latter pinpoint what rat-
ers should look for. Even without using the more elaborate behaviorally anchored ap-
praisal approach, anchoring a rating scale, as in Figure 8.4, can improve the reliability 
and validity of the appraisal scale.

The Management by Objectives Method
The term management by objectives (MBO) refers to a multistep, companywide, goal-
setting and appraisal program. MBO requires the manager to set specific, measurable,
organizationally relevant goals with each employee, and then periodically discuss the 
latter’s progress toward these goals. Though still in use, its popularity is diminishing.36

The steps are:

1. Set the organization’s goals. Establish a companywide plan for next year and 
set goals.

2. Set departmental goals. Department heads and their superiors jointly set goals for 
their departments.

3. Discuss departmental goals. Department heads discuss the department’s goals 
with their subordinates and ask them to develop their own individual goals. They 
should ask, “How could each employee help the department attain its goals?”

4. Define expected results (set individual goals). Department heads and their subor-
dinates set short-term performance targets for each employee.
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5. Conduct performance reviews. After a period, department heads compare each
employee’s actual and expected results.

6. Provide feedback. Department heads hold periodic performance review meetings 
with subordinates. Here they discuss the subordinates’ performance and make any 
plans for rectifying or continuing the persons’ performance.

Improving Performance through HRIS
Computerized and Web-Based Performance Appraisals

More employers use Web- or PC-supported appraisal tools. For example, Seagate Tech-
nology uses “Enterprise Suite” for its 39,000 employees.37 Early in Seagate’s first fiscal
quarter, employees enter the system and set goals and development plans for themselves
that make sense in terms of Seagate’s corporate objectives. Employees update their plans
quarterly. They then do self-evaluations at the end of the year, with follow-up reviews

FIGURE 8.9
Behaviorally Anchored 
Rating Scale

Automobile Salesmanship Skills

Persuade prospective buyers to buy one of our vehicles; use our vehicles’ benefits to
encourage people to buy; use salesmanship skills to overcome buyers’ stated reasons
not to buy; adjust sales pitch to buyer’s needs. 

10 

A prospect said she would only buy one of our luxury convertibles or would
buy a competitor’s car. When the finance firm rejected her application, the
salesperson compared our lower-priced car to the competitor's anrr d
convinced her to buy our lower-priced model. rr

9 

8 

Salesperson asks prospective buyer what he or she is looking for in a
vehicle and why, listens carefully to the buyeryy , and then explains how our
vehicle fulfills those needs and why.

7 

6 

The prospect said he was looking for a car that he could use to haul his boat
and for off-road purposes, and the salesperson emphasized our vehicle’s
low price and quality in the sales pitch. 

5 

4 

The prospective buyer said she really wanted to special-order a car with an
unusual color and amenities, and the salesperson said she’d be better off
not waiting 2 months and should settle for a standard model.

3 

2 
The prospect said he didn’t “like the looks” of our vehicle, and the
salesperson told him “the style is the style” and that he’d probably be
happier with a competitor’s vehicle. 

1
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More employers today 
use Web- or PC-supported
appraisal tools.
Source: StockLite/Shutterstock.

by their supervisors. Figure 8.10 outlines another good online appraisal tool, in this case 
from PerformancePro.

Virtual Appraisal Games
Dissatisfaction with its current performance appraisal process prompted the technology 
company Persistent Systems to switch to an appraisal game. They had the gaming company 
eMee create a virtual game which enables Persistent Systems employees to evaluate and re-
ward each other. Every employee has a virtual avatar. Employees use them to give real-time 
feedback to each other, including virtual gifts and points (only immediate supervisors can 
give reprimands). The system seems to have reduced turnover and improved performance.38

Electronic Performance Monitoring
Electronic performance monitoring (EPM) systems use computer technology to allow 
managers to monitor their employees’ rate, accuracy, and time spent working online or
just on their computers.39

EPM can improve productivity. For example, for repetitive tasks, highly skilled and 
monitored subjects keyed in more data entries than did highly skilled unmonitored par-
ticipants. But EPM can also backfire. In this same study, low-skilled highly monitored 
participants did more poorly than low-skilled, unmonitored participants did. EPM also
seems to raise employee stress.40

Talent Management and Employee Appraisal
In Chapter 4 we defined talent management as the “holistic, integrated and results and
goal-oriented process of planning, recruiting, selecting, developing, managing, and com-
pensating employees”. Most employers still tend to tie an employee’s raises and rewards
to the person’s performance. However some question if this makes sense in terms of best
talent management practice. Talent management emphasizes the importance of tying HR 
decisions to the company’s goals. Therefore, some talent management-oriented manag-
ers argue that allocating rewards primarily based on the employee’s appraisal ratings isn’t 
optimal. Instead, they advocate also directing resources to the company’s mission-critical 
employees, those who are critical to achieving the company’s strategic goals.

Figure 8.11 illustrates one way to do this. Accenture uses a 4 × 4 strategic role as-
sessment matrix to plot employees by Performance (exceptional, high, medium, low) and
Value to the Organization (mission-critical, core, necessary, nonessential). As an exam-
ple, consider a chemical engineering company that designs pollution control equipment. 
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Here, the firm’s experienced engineers may be “mission-critical,” engineer-trainees 
“core,” sales, accounting, (and HR) “necessary,” and outsource-able employees such as 
those in maintenance “nonessential.” The company would then tie pay, development,
dismissal, and other personnel decisions to each employee’s position in the matrix, not
just to their performance ratings.

Conversation Days
When employees at Juniper Networks, Inc. expressed concerns about their annual per-
formance reviews and the lack of positive feedback, Juniper changed the process. Instead 
of once-a-year performance reviews, there are now semiannual “conversation days.” The 

FIGURE 8.10
Online Appraisal Tool

Source: “Online Appraisal 
Tool,” from HRONLINE
.COM website. Copyright ©
2012 by HRN Performance
Solutions. Reprinted with 
permission. All Rights 
Reserved. www.hrnonline.com/
Screenshots-1128.html accessed 
September 13, 2013.

http://www.hrnonline.com/
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emphasis in these manager–employee conversations is on areas for improvement and 
growth, and on setting stretch goals that align with the employee’s career interests. There 
are no explicit performance ratings.

HOW TO DEAL WITH PERFORMANCE 
APPRAISAL PROBLEMS AND  
THE APPRAISAL INTERVIEW
The concerns at Juniper Networks illustrate an unpleasant fact about performance ap-
praisals. As noted earlier, employees may view appraisals as unfair, unhelpful, and coun-
terproductive.41 Similarly, supervisors are often uncomfortable in dispensing the ratings.
The solution lies in knowing where the pitfalls lie and how to avoid them. Unfairness is
the first important issue, as the following Management Skills feature explains.

FIGURE 8.11
Accenture’s Strategic Role Assessment Matrix

Source: “The New Talent Equation” from Outlook, June 2009. Copyright © 2009 by Accenture. Reprinted by permission. All
rights reserved.

Mission-critical

CoreValue to the
organization

Exceptional

Performance

High

Provide additional rewards and experiences
and provide development opportunities to
benefit individual and organization

Average Low

Necessary

Nonessential

Provide training and experiences to
prepare for mission-critical roles

Identify as at risk: Provide additional training
and performance management attention to
improve motivation and performance, and/or
to move into necessary or core roles

Divest/seek alternative sourcing

LEARNING OBJECTIVE 3
Give examples of 
potential appraisal 
problems and how to deal 
with them.

Building Your Management Skills:
How to Make Sure the Appraisal Is Fair

First, make sure the appraisal is a fair one. There is no doubt that some managers 
ignore accuracy and instead use the process for political purposes (such as encour-
aging employees with whom they don’t get along to quit).42

Perhaps most important is the quality of the interpersonal relationship between 
the supervisor and employee.43 Supervisors should build trust through open rela-
tionships, engage in continuous and formal performance conversations, diagnose 
and productively address performance issues, and deliver and react to feedback con-
versations constructively.44 Beyond that, Figure 8.12 summarizes best practices for
administering fair performance appraisals.

Clarify Standards
There are several other potential sources of ratings errors. For example, the scale in
Figure 8.13 may seem objective, but would probably result in unfair appraisals, because 
the traits and degrees of merit are unclear and open to interpretation. For example, dif-ff
ferent supervisors would probably define “good performance” differently. The same is
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FIGURE 8.12
Checklist of Best Practices
for Administering Fair
Performance Appraisals

Source: Based on Richard 
Posthuma, “Twenty Best
Practices for Just Employee
Performance Reviews,”
Compensation and Benefits 
Review, January/February 
2008, pp. 47–54; www
.employeeperformance.com/
PerformanceManagement
Resources/BestPracticesfor
PerformanceAppraisals.php,
accessed July 2010; and 
www.successfactors
.com/articles/optimize-
performancemanagement, 
accessed July 2010. Reprinted 
with permission of the 
Society for Human Resource
Management (www.shrm.com), 
Alexandria, VA, Publisher of 
HR Magazine, © SHRM.

FIGURE 8.13
A Graphic Rating Scale with Unclear Standards

Note: For example, what exactly is meant by “good,” “quantity of work,” and so forth?

Quality of work
Quantity of work
Creativity
Integrity

Excellent Good Fair Poor

true of traits such as “quality of work.” The best way to rectify this problem is to develop 
and include descriptive phrases that define each trait and degree of merit.

Avoid Halo Effect Ratings
The halo effect means that the rating you give a subordinate on one trait (such as “gets 
along with others”) influences the way you rate the person on other traits (such as “quan-
tity of work”). Thus, you might rate an unfriendly employee “unsatisfactory” for all traits, 
rather than just for the trait “gets along with others.” Being aware of this problem is a step 
toward avoiding it.

Avoid the Middle
The “central tendency” problem refers to a tendency to rate all employees as being about 
average, or in the middle. For example, if the rating scale ranges from 1 to 7, a supervi-
sor may tend to avoid the highs (6 and 7) and lows (1 and 2) and rate most of his or her 
employees between 3 and 5. Supervisors who do this restrict the range of their appraisals
(the appraisals can’t range from high to low), and therefore bestow appraisals that don’t 
validly describe their subordinates’ actual performance.

Such restrictions make the evaluations less useful for promotion, salary, and coun-
seling purposes. Ranking employees instead of using a graphic rating scale can eliminate
this problem. When you rank employees, they can’t all be rated average.45

• The employees should understand on what basis you will appraise them, and the 

appraisals should be objective. Base the performance review on observable job behaviors 

or objective performance data, and on the job description.

• Use a standardized performance review procedure for all employees.

• Let the employees know ahead of time how you’re going to conduct the reviews.

• Make sure you have had frequent opportunities to observe the employee’s job 

performance.

• Make sure you understand the appraisal procedure to use.

• Consider your personality. Raters who score higher on “conscientiousness” tend to give 

their peers lower ratings—they are stricter; those more “agreeable” give higher ratings.

• Be consistent. Managers tend to be more lenient when appraising subordinates for things 

like pay raises then when they’re giving, say, career advice.

• Document the appraisal review process and results.

• Discuss the appraisal results with the employee.

• Let the employee provide input regarding your assessment of him or her.

• Indicate what the employee needs to do to improve.

• Have your own supervisor evaluate the appraisal result.

• Include an appeals mechanism.

http://www.shrm.com
www.successfactors.com/articles/optimizeperformancemanagement
www.successfactors.com/articles/optimizeperformancemanagement
www.successfactors.com/articles/optimizeperformancemanagement
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Don’t Be Lenient or Strict
Conversely, some supervisors rate all their subordinates consistently high or low, a 
problem referred to as the strictness/leniency problem. (As one researcher put it, “rater 
idiosyncratic biases account for the largest percentage of the observed variances in per-
formance ratings.”46) Again, one solution is to insist on ranking subordinates, because
that forces the supervisor to distinguish between high and low performers.

The appraisal you do may be less objective than you realize. One study focused on 
how personality influenced the peer evaluations students gave their peers. Raters who 
scored higher on “conscientiousness” tended to give their peers lower ratings; those scor-
ing higher on “agreeableness” gave higher ratings.47

Diversity Counts
Avoid Bias

Similarly, individual differences among ratees in terms of characteristics like age, race, 
and gender can affect their ratings, often quite apart from their actual performance.
For example, studies have found that raters tend to demean women’s performance, 
particularly when women excel at what seems like “male-typical” tasks.48 In one study,
the researchers told their subjects that they’d be viewing information about some-
one who was 1 of 30 people who had just finished a year-long management-training 
program and then rating their performance. The researchers also emphasized that 
most trainees were men (the implication being that this sort of training was mostly a 
male-typical task). The researchers found that the raters actually penalized the female 
trainees who had apparently done well in training. As the researchers said, “[T]here 
are many things that lead an individual to be disliked, including obnoxious behavior, 
arrogance, stubbornness, and pettiness, [but] it is only women, not men, for whom 
a unique propensity toward dislike is created by success in a nontraditional [“male-
type”] work situation.”49

Table 8.1 summarizes how the most popular appraisal methods compare in address-
ing these problems.

TABLE 8.1 Important Similarities, Differences, and Advantages and Disadvantages of Appraisal Tools

Tool Similarities/Differences Advantages Disadvantages

Graphic rating scale These scales both aim at
measuring an employee’s absolute
performance based on objective 
criteria as listed on the scales.

Simple to use; provides a
quantitative rating for each 
employee.

Standards may be unclear; 
halo effect, central tendency,
leniency, bias can also be
problems.

BARS Provides behavioral “anchors.” 
BARS is very accurate.

Difficult to develop.

Alternation ranking These are both methods for 
judging the relative performance
of employees relative to each
other, but still based on objective 
criteria.

Simple to use (but not as
simple as graphic rating scales); 
avoids central tendency and 
other problems of rating scales.

Can cause disagreements
among employees and may be
unfair if all employees are, in 
fact, excellent.

Forced distribution
method

End up with a predetermined
proportion of people in each
group.

Appraisal results depend on
the adequacy of your original
choice of cutoff points (for top
10%, and so on).

Critical incident
method

These are both subjective,
narrative methods for appraising
performance.

Helps clarify what exactly is 
“right” and “wrong” about 
the employee’s performance;
forces supervisor to size up 
subordinates on an ongoing 
basis.

Difficult to rate or rank 
employees relative to one
another.

MBO Tied to agreed-upon
performance objectives.

Time consuming.
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KNOW YOUR EMPLOYMENT LAW

Appraising Performance

Performance appraisals affect raises, promotions, training opportunities, and other person-
nel actions. If the manager is inept or biased in making the appraisal, how can one defend 
the promotion decisions that stem from the appraisal? In one case, a 36-year-old supervisor 
ranked a 62-year-old subordinate at the bottom of the department’s rankings, and then ter-
minated him. The U.S. Court of Appeals for the 10th Circuit determined that the discrimi-
natory motives of the younger boss might have influenced the appraisal and termination.50

Figure 8.14 summarizes steps to ensure your appraisals are legally defensible. ■

The following Management Skills feature shows how to conduct an effective appraisal
interview.

FIGURE 8.14
Steps to Ensure Your 
Appraisals Are Legally 
Defensible

Building Your Management Skills:
How to Conduct the Appraisal Interview

The performance appraisal usually culminates in an appraisal interview. Here, you 
and your subordinate discuss the appraisal and formulate plans to remedy defi-
ciencies. These interviews are potentially uncomfortable, since few people like to 
receive—or give—negative feedback.51 Adequate preparation and effective imple-
mentation are therefore essential.

First, prepare for the interview. Study the person’s job description, compare per-
formance to the standards, and review the employee’s previous appraisals. Next, give
the employee at least a week’s notice to review his or her work, read over the job de-
scription, analyze problems, and gather questions and comments. Finally, find a mu-
tually agreeable time for the interview and allow enough time for the entire interview. 
Interviews with lower-level personnel should take no more than an hour. Interviews 

(continued)

• Base the duties and criteria you appraise on a job analysis.

• At the start of the period, communicate performance standards to employees in writing.

• Using a single overall rating of performance is not acceptable to the courts, which 

often characterize such systems as vague.i Courts generally require combining separate 

ratings for each performance dimension (quality, quantity, and so on) with some formal 

weighting system to yield a summary score.

• Include an employee appeals process. Employees should have the opportunity to review 

and make comments, written or verbal, about their appraisals before they become final,

and should have a formal appeals process to appeal their ratings.

• One appraiser should never have absolute authority to determine a personnel action.

• Document all information bearing on a personnel decision in writing. “Without

exception, courts condemn informal performance evaluation practices that eschew 

documentation.”ii

• Train supervisors. If formal rater training is not possible, at least provide raters with 

written instructions on how to use the rating scale.iii

iJames Austin, Peter Villanova, and Hugh Hindman, “Legal Requirements and Technical Guidelines
Involved in Implementing Performance Appraisal Systems,” in Gerald Ferris and M. Ronald Buckley 
(eds.), Human Resources Management, 3rd ed. (Upper Saddle River, NJ: Prentice Hall, 1996), pp. 271–288.
iiAustin et al., op. cit., p. 282.
iiiBut beware: One problem with training raters to avoid rating errors is that, sometimes, what appears 
to be an error—such as leniency—isn’t an error at all, as when all subordinates really are superior per-
formers. Manuel London, Edward Mone, and John Scott, “Performance Management and Assessment: 
Methods for Improved Rater Accuracy and Employee Goal Setting,” Human Resource Management 43, t
no. 4 (Winter 2004), pp. 319–336; Wayne Cascio and H. John Bernardin, “Implications of Performance 
Appraisal Litigation for Personnel Decisions,” Personnel Psychology, Summer 1981, pp. 211–212; Gerald 
Barrett and Mary Kernan, “Performance Appraisal and Terminations: A Review of Court Decisions 
Since Brito v. Zia with Implications for Personnel Practices,” Personnel Psychology 40, no. 3 (Autumn 1987), y
pp. 489–504; Elaine Pulakos, Performance Management, SHRM Foundation, 2004.
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with management employees often take two or three hours. Be sure the interview is 
in a private place where you won’t be interrupted by phone calls or visitors.

There are four things to keep in mind in actually conducting the interview:

1. Talk in terms of objective work data. Use examples such as absences, tardiness, 
quality records, inspection reports, scrap or waste, orders processed, productivity 
records, material used or consumed, timeliness of tasks or projects, control
or reduction of costs, numbers of errors, costs compared to budgets, customers’
comments, product returns, order processing time, inventory level and accuracy, 
accident reports, and so on.

2. Don’t get personal. Don’t say, “You’re too slow in producing those reports.” In-
stead, try to compare the person’s performance to a standard. (“These reports 
should normally be done within 10 days.”) Similarly, don’t compare the person’s 
performance to that of other people. (“He’s quicker than you are.”)

3. Encourage the person to talk. Stop and listen to what the person is saying; ask 
open-ended questions such as, “What do you think we can do to improve the sit-
uation?” Use a command such as “Go on,” or “Tell me more.” Restate the person’s 
last point as a question, such as, “You don’t think you can get the job done?”

4. End with an action plan.  Don’t get personal, but do make sure the person leaves 
knowing specifically what he or she is doing right and doing wrong. Give spe-
cific examples; make sure the person understands; and get agreement before he
or she leaves on how things will be improved, and by when. Develop an action 
plan showing steps and expected results.

How to Handle a Defensive Subordinate
Defenses are an important and familiar aspect of our lives. For example, when a su-
pervisor tells someone his or her performance is poor, the first reaction is often denial.
By denying the fault, the person avoids having to question his or her own competence.

In any event, understanding and dealing with defensiveness is an important ap-
praisal skill. In his book Effective Psychology for Managers, psychologist Mortimer
Feinberg suggests the following:

1. Recognize that defensive behavior is normal.
2. Never attack a person’s defenses. Don’t try to “explain someone to themselves” by 

saying things like, “You know the real reason you’re using that excuse is that you 
can’t bear to be blamed for anything.” Instead, try to concentrate on the act itself 
(“sales are down”) rather than on the person (“you’re not selling enough”).

3. Postpone action. Sometimes it is best to do nothing at all. People frequently re-
act to sudden threats by instinctively hiding behind their “masks.” But given suf-ff
ficient time, a more rational reaction takes over.

4. Recognize your own limitations. Don’t expect to solve every problem that comes 
up, especially the human ones. More important, remember that a supervisor 
should not try to be a psychologist. Offering understanding is one thing; trying 
to deal with psychological problems is another.

How to Criticize a Subordinate
When criticism is required, do it in a manner that lets the person maintain his or 
her dignity and sense of worth. Criticize in private, and do it constructively. Provide 
examples of critical incidents and specific suggestions of what could be done and 
why. Avoid once-a-year “critical broadsides” by giving feedback on a daily basis, so
that the formal review contains no surprises. Never say the person is “always” wrong 
(since no one is ever “always” wrong or right). Finally, criticism should be objective 
and free of any personal biases on your part.

How to Ensure the Interview Leads to Improved Performance
Whether subordinates express satisfaction with their appraisal interview depends on 
several things, such as not feeling threatened during the interview, having an oppor-
tunity to present their ideas, and having a helpful supervisor conduct the interview.
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But, of course, you don’t just want subordinates to be satisfied with their ap-
praisal interviews. Your main aim is to get them to improve their performance. Here, 
clearing up job-related problems with the employee and setting measurable perfor-
mance targets and a schedule for achieving them—an action plan—are essential.

Many managers bring to the appraisal an erroneous (though unstated) assump-
tion: that simply revealing the gap between where the employee should be and is will
trigger improved performance. But in most human endeavors, that’s not enough. 
Providing the tools and support the person needs to move ahead is essential.52

How to Handle a Formal Written Warning
There will be times when an employee’s performance is so poor that a formal writ-
ten warning is required. Such warnings serve two purposes: (1) They may serve to
shake your employee out of his or her bad habits, and (2) they can help you defend 
your rating, both to your own boss and (if needed) to the courts. Written warnings
should identify the standard by which the employee is judged, make it clear that the 
employee was aware of the standard, specify any deficiencies relative to the standard,
and show the employee had an opportunity to correct his or her performance.53

Given this, what do you think you would tell Phyllis (from the chapter’s opener)
that she did wrong in appraising Gladys, and should do differently?

EMPLOYEE ENGAGEMENT GUIDE  
FOR MANAGERS: USE THE APPRAISAL 
INTERVIEW TO BUILD ENGAGEMENT
Research shows that managers can also use the appraisal interview to improve their em-
ployees’ level of engagement. Here are relevant research findings and their implications.

1. Employees who understand how they and their departments contribute to the com-
pany’s success are more engaged.54 Therefore, take the opportunity to show the em-
ployee how his or her efforts contribute to the “big picture”—to his or her teams’ and 
the company’s success.

2. Another study found that employees’ engagement rose when they experienced 
what the researchers called “psychological meaningfulness” (namely, the per-
ception that one’s role in the organization is worthwhile and valuable).55 Use the 
interview to emphasize the meaningfulness to the company of what the employee 
is doing.

3. Employees who experience “psychological safety,” (namely, the perception that 
it’s safe to bring oneself to a role without fear of damage to self-image, status, or
career), were more engaged.56 Therefore, be candid and objective but do so support-
ively and without unnecessarily undermining the employee’s self-image.57

4. Use the interview to make sure your employee has what he or she needs to do a 
good job. To paraphrase one writer, effectively enable workers with internal sup-
port, resources, and tools.58

5. Employees and managers face appraisals with trepidation because appraisals often 
focus mostly on negatives. Managers should be candid and honest, but many un-
necessarily emphasize the negatives. Doing so undermines employee engagement.
In one survey, for instance, Gallup asked about 1,000 U.S. employees to respond 
to two statements: “My supervisor focuses on my strengths or positive character-
istics” and “My supervisor focuses on my weaknesses or negative characteristics.” 
The survey found that about three times the number of employees whose managers
focused on strengths were engaged, compared with those whose managers focused 
on weaknesses.59

6. Research shows that involvement in decision making and letting employees voice 
their ideas and opinions improves employee engagement.60 Use the interview as 
an opportunity to show your employees that you listen to their ideas and value their 
contributions.

LEARNING OBJECTIVE 4
List steps to take in 
the appraisal interview 
to improve employee 
engagement.
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7. Engagement rises when employees have an opportunity to develop in their 
careers.61 Take an opportunity during the interview to discuss the person’s evalua-
tion in the context where he or she sees himself or herself heading career-wise.62

8. Research shows “a significant positive association between distributive [what 
rewards people get] and informational [what information they get] justice dimen-
sions, and employee engagement.”63 Bottom line: make sure that the interviewee
views the appraisal and the rewards or remedial actions are just and fair.

PERFORMANCE MANAGEMENT
Performance appraisal is fine in theory, but in practice, appraisals don’t always go 
smoothly. Goals aren’t set, the “appraisal” is a form from an office supply store, and 
the yearly feedback, if any, may be agonizing, with both participants fleeing before any 
coaching takes place. This runs counter to common sense. Employees should know what 
their goals are, performance feedback should be useful, and if there is a problem, the 
time to take action is right away, not six months later.

Total Quality Management and Performance Appraisal
Management experts have long argued that most performance appraisals neither mo-
tivate employees nor guide their development.64 Some proponents of the total quality 
management (TQM) movement even argued for eliminating performance appraisals al-
together.65 Total quality management (TQM) programs are organization-wide programs t
that integrate all functions and processes of the business such that all aspects of the busi-
ness including design, planning, production, distribution, and field service are aimed at 
maximizing customer satisfaction through continuous improvements.66 TQM programs 
are built on a philosophy encapsulated by several principles, such as: cease dependence 
on inspection to achieve quality; aim for continuous improvement; institute extensive
training; drive out fear so that everyone may work effectively; remove barriers that rob 
employees of their pride of workmanship (in particular, the annual merit rating); and 
institute a vigorous program of self-improvement.67 Basically, TQM advocates argue that
the organization is a system of interrelated parts, and that employees’ performance is
more a function of factors like training, communication, tools, and supervision than of 
their motivation.

What would performance appraisal look like in this kind of company? Visitors to
Toyota Motor’s Lexington, Kentucky, Camry plant would find such a system. Teams of 
employees monitor their own results, generally without managers’ interventions. In fre-
quent meetings, the team members continuously align those results with the work team’s 
standards and with the plant’s overall quality and productivity goals. Team members who 
need coaching and training receive it. Procedures that need changing are changed.

What Is Performance Management?
This is performance management in action. In comparing performance management 
and performance appraisal, “the distinction is the contrast between a year-end event—
the completion of the appraisal form—and a process that starts the year with perfor-
mance planning and is integral to the way people are managed throughout the year.”68

Performance management is the continuous process of identifying, measuring, and de-
veloping the performance of individuals and teams and aligning their performance with g
the organization’s goals.69 We can summarize performance management’s six basic ele-
ments as follows:70

• Direction sharing means communicating the company’s goals throughout the g
company and then translating these into doable departmental, team, and 
individual goals.

• Goal alignment means having a method that enables managers and employees t
to see the link between the employees’ goals and those of their department and 
company.

LEARNING OBJECTIVE 5
Explain how you would 
take a performance 
management approach 
to appraisal.

performance management
The continuous process of 
identifying, measuring, and 
developing the performance of 
individuals and teams and aligning
their performance with the organi-
zation’s goals.
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• Ongoing performance monitoring usually includes using computerized systems g
that measure and then e-mail progress and exception reports based on the person’s 
progress toward meeting his or her performance goals.

• Ongoing feedback includes both face-to-face and computerized feedback regarding
progress toward goals.

• Coaching and developmental support should be an integral part of the feedback t
process.

• Recognition and rewards provide the consequences needed to keep the employee’s
goal-directed performance on track.

Using Information Technology to Support Performance Management
Performance management needn’t be high-tech. However, information technology does 
enable management to automate performance management. The process is as follows:

• First, assign financial and nonfinancial goals to each team’s activities so that these 
goals are supportive of the company’s overall strategic goals. (For example, suppose
an airline wants to reduce costs. It might measure ground crew aircraft turnaround 
time in terms of “improve turnaround time from an average of 30 minutes per
plane to 26 minutes per plane this year.”)

• Inform all teams and employees of their goals.

• Use IT-supported tools like online performance management software and digital 
dashboards to continuously display, monitor, and assess each team’s and employee’s
performance. (We discussed dashboards in Chapter 3.) Special performance man-
agement software then monitors and shows management a real-time view of each 
team’s performance. Figure 8.15 presents an example of an online performance 
management report for an employee.

• Finally, if exceptions are noted, take corrective action before things swing out of 
control. The HR Practices Around the Globe feature provides an example.

FIGURE 8.15
Summary of Performance-
Management Process 
Report

Source: Based on “Personal Goal
Management” from the Active 
Strategy website. Copyright © 
2012 by ActiveStrategy, Inc. 
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HR PRACTICES AROUND THE GLOBE

Performance Management at General Dynamics Armament Systems (GDAS)

General Dynamics Armament (GDAS) designs, develops, 
and produces high performance products for the military, 
industrial, and commercial markets.71 GDAS reorganized its 
various programs around teams. The teams and their team 
members have individual responsibility for income, sales, de-
liveries, and customer satisfaction. Organizing its programs 
around teams meant GDAS needed a better way to track 
the teams’ performances and monitor and manage the com-
pany’s performance.

Its Performance Measures Reporting System uses a stan-
dard set of performance metrics processed and reported 
through a special Business Metrics Scorecard. The Scorecard 
displays the performance metrics for each team in three 
ways (Actual, Baseline Plan, and Current Plan). It then cal-
culates and displays a variance between the actual and the
planned performances.

GDAS uses multiple Scorecards to display performance 
metrics, such as for team and for divisional performance. 
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The Scorecards allow GDAS to maintain all of its crucial per-
formance data in one system so managers can easily access 
the information anytime via the Intranet. The Scorecards 
provide GDAS with approximately 450 performance reports
and charts. To produce these charts manually would require 
13 full-time employees. Instead, the Performance Measures 

Reporting System, at a cost of $1 million, generates the re-
ports and charts automatically.

Source: “Best Practice: Performance Measures Reporting System,” 
Best Manufacturing Practices Center of Excellence, www.bmpcoe.org/
bestpractices/internal/gdas/gdas_11.html, accessed April 5, 2013.

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following: Describe 
three examples of scorecard displays GDAS might show on their performance management system’s digital dashboard-
type display.

The Manager’s Role in Performance Management
But again, useful though it is, technology isn’t mandatory for managers who want to 
take a performance management approach to appraisal. What is mandatory is having
the right philosophy and on-the-job behaviors. As a philosophy, performance manage-
ment reflects non-threatening TQM principles such as cease dependence on inspection 
to achieve quality, aim for continuous improvement, institute extensive training, drive 
out fear so that everyone may work effectively, and remove barriers that rob employees
of their pride of workmanship. In terms of behaviors, it means linking your employee’s 
performance goals to the company’s goals, giving your subordinates continuous feed-
back on how they are doing, providing necessary resources and coaching, and rewarding 
good performance.72 And, perhaps most importantly, it requires remembering that your
employee’s performance usually reflects more than just whether he or she is “motivated.”

Review

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .

SUMMARY

1. Performance appraisal means evaluating an employ-
ee’s current or past performance relative to his or her
performance standards. Performance management 
is the process through which companies ensure that 
employees are working toward organizational goals, 
and includes defining goals, developing skills, ap-
praising performance, and rewarding the employee.
Managers appraise their subordinates’ performance
to obtain input on which promotion and salary 
raise decisions can be made, to develop plans for
correcting performance deficiencies, and for career-
planning purposes. Supervisory ratings are still at the
heart of most appraisal processes.

2. The appraisal is generally conducted using one or 
more popular appraisal methods or tools. These 

include graphic rating scales, alternation ranking, 
paired comparison, forced distribution, critical in-
cidents, behaviorally anchored rating scales, MBO, 
computerized performance appraisals, and electronic
performance monitoring.

3. The appraisal process can be improved, first, by elimi-
nating chronic problems that often undermine ap-
praisals and graphic rating scales in particular. These 
common problems include unclear standards, halo ef-ff
fect, central tendency, leniency or strictness, and bias. 
An appraisal typically culminates in an appraisal inter-
view. Adequate preparation, including giving the sub-
ordinate notice, reviewing his or her job description 
and past performance, choosing the right place for the 
interview, and leaving enough time for it, is essential.
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4. The manager can use the appraisal interview to 
improve the employees’ level of engagement. For 
example, show the employee how his or her efforts
contribute to the teams’ and the company’s success; 
use the interview to emphasize the meaningfulness
to the company of what the employee is doing; and 
emphasize support rather than threats.

5. Performance management is the continuous pro-
cess of identifying, measuring, and developing the 

performance of individuals and teams and aligning
their performance with the organization’s goals. It 
means continuous interactions and feedback to en-
sure continuous improvement in the employee’s and
team’s capacity and performance. Most importantly, 
it requires remembering that your employee’s perfor-
mance usually reflects more than just whether he or
she is “motivated.”

KEY TERMS

performance appraisal 256
360-degree feedback 260

graphic rating scale 261
performance management 276

DISCUSSION QUESTIONS

8-1. Explain performance appraisal and discuss the
main reasons for conducting such appraisals.

8-2. Describe the three steps in a performance
appraisal cycle.

8-3. An immediate superior is usually the only one 
who appraises employees. What issues may arise
when using this approach?

8-4. What is 360-degree-feedback performance 
appraisal? Discuss the benefits and difficulties 
of using the 360-degree-feedback approach in
organizations.

8-5. Explain the appraisal tools commonly used in 
organizations to evaluate employee performance.

8-6. Describe the forced distribution method 
of performance appraisal and discuss the
advantages and drawbacks of this method.

8-7. Discuss the measures that an organization can 
take to ensure that its performance appraisal 
process is fair and productive.

8-8. Discuss how an appraisal interview can be used 
to build employee engagement.

INDIVIDUAL AND GROUP ACTIVITIES

8-9. Working individually or in groups, develop
a graphic rating scale for the following jobs: 
secretary, professor, directory assistance
operator.

8-10. Working individually or in groups, describe 
the advantages and disadvantages of using the 
forced distribution appraisal method for college
professors.

8-11. Working individually or in groups, develop, over
the period of a week, a set of critical incidents

covering the classroom performance of one of 
your instructors.

8-12. Working individually or in groups, evaluate
the rating scale in Figure 8.1. Discuss ways to
improve it.

8-13. Create an Accenture-type grid for your place
of work or college, showing how you would
segment employees into four groups.

MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

8-14. Explain the purpose of performance appraisal.

8-15. Compare and contrast performance appraisal and performance management, 

using specific examples.
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they filled out the forms and supervised their secretaries. 
Moreover, at the end of the first year it became obvious to 
everyone that each secretary’s salary increase was tied di-
rectly to the March appraisal. For example, those rated “ex-
cellent” received the maximum increases, those rated “good”
received smaller increases, and those given neither rating 
received only the standard across-the-board, cost-of-living 
increase. Since universities in general—and Sweetwater in
particular—have paid secretaries somewhat lower salaries 
than those prevailing in private industry, some secretaries
left in a huff that first year. From that time on, most admin-
istrators simply rated all secretaries excellent in order to re-
duce staff turnover, thus ensuring each a maximum increase. 
In the process, they also avoided the hard feelings aroused
by the significant performance differences otherwise high-
lighted by administrators.

Two Sweetwater School of Business experts agreed to con-
sider the problem, and in two weeks they came back to the vice 
president with the following recommendations. First, the form 
used to rate the secretaries was grossly insufficient. It was un-
clear what “excellent” or “quality of work” meant, for example.
They recommended instead a form like that in Figure 8.4. In 
addition, they recommended that the vice president rescind 
his earlier memo and no longer attempt to force university 
administrators to arbitrarily rate at least half their secretaries
as something less than excellent. The two consultants pointed 
out that this was, in fact, an unfair procedure since it was quite 
possible that any particular administrator might have staff-ff
ers who were all or virtually all excellent—or conceivably, al-
though less likely, all below standard. The experts said that the 
way to get all the administrators to take the appraisal process 
more seriously was to stop tying it to salary increases. In other 
words, they recommended that every administrator fill out a
form like that in Figure 8.4 for each secretary at least once a
year and then use this form as the basis of a counseling session. 
Salary increases would have to be made on some basis other 
than the performance appraisal, so that administrators would
no longer hesitate to fill out the rating forms honestly.

Rob thanked the two experts and went back to his of-ff
fice to ponder their recommendations. Some of the recom-
mendations (such as substituting the new rating form for the 
old) seemed to make sense. Nevertheless, he still had seri-
ous doubts as to the efficacy of any graphic rating form, par-
ticularly if he were to decide in favor of his original forced
ranking approach. The experts’ second recommendation—
to stop tying the appraisals to automatic salary increases—
made sense but raised at least one very practical problem: 
If salary increases were not to be based on performance ap-
praisals, on what were they to be based? He began wondering 
whether the experts’ recommendations weren’t simply based 
on ivory tower theorizing.

Rob Winchester, newly appointed vice president for admin-
istrative affairs at Sweetwater State University, faced a tough
problem shortly after his university career began. Three 
weeks after he came on board in September, Sweetwater’s 
president, Rob’s boss, told Rob that one of his first tasks was
to improve the appraisal system used to evaluate secretarial 
and clerical performance at Sweetwater U. Apparently the
main difficulty was that the performance appraisal was tra-
ditionally tied directly to salary increases given at the end 
of the year. So most administrators were less than accurate 
when they used the graphic rating forms that were the basis 
of the clerical staff evaluation. In fact, what usually happened 
was that each administrator simply rated his or her clerk or
secretary as “excellent.” This cleared the way for all support
staff to receive a maximum pay increase every year.

But the current university budget simply did not include
enough money to fund another “maximum” annual increase 
for every staffer. Furthermore, Sweetwater’s president felt 
that the custom of providing invalid feedback to each sec-
retary on his or her year’s performance was not productive, 
so he had asked the new vice president to revise the system. 
In October, Rob sent a memo to all administrators telling 
them that in the future no more than half the secretaries re-
porting to any particular administrator could be appraised
as “excellent.” This move, in effect, forced each supervisor 
to begin ranking his or her secretaries for quality of perfor-
mance. The vice president’s memo met widespread resistance
immediately—from administrators, who were afraid that 
many of their secretaries would begin leaving for more lucra-
tive jobs in private industry; and from secretaries, who felt
that the new system was unfair and reduced each secretary’s 
chance of receiving a maximum salary increase. A handful 
of secretaries had begun quietly picketing outside the presi-
dent’s home on the university campus. The picketing, caus-
tic remarks by disgruntled administrators, and rumors of an 
impending slowdown by the secretaries (there were about 
250 on campus) made Rob Winchester wonder whether he 
had made the right decision by setting up forced ranking. He 
knew, however, that there were a few performance appraisal 
experts in the School of Business, so he decided to set up an
appointment with them to discuss the matter.

He met with them the next morning. He explained the 
situation as he had found it: The present appraisal system 
had been set up when the university first opened 10 years 
earlier, and the appraisal form had been developed primarily 
by a committee of secretaries. Under that system, Sweetwa-
ter’s administrators filled out forms similar to the one shown
in Figure 8.13. This once-a-year appraisal (in March) had 
run into problems almost immediately, since it was apparent 
from the start that administrators varied widely in their inter-
pretations of job standards, as well as in how conscientiously 

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Appraising the Secretaries at Sweetwater U
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forms, substituting instead one of the other tech-
niques discussed in this chapter, such as a ranking
method? Why?

8-18. What performance appraisal system would you
develop for the secretaries if you were Rob Win-
chester? Defend your answer.

Questions
8-16. Do you think that the experts’ recommendations will 

be sufficient to get most of the administrators to fill out
the rating forms properly? Why or why not? What ad-
ditional actions (if any) do you think will be necessary?

8-17. Do you think that Vice President Winchester
would be better off dropping graphic rating 

The Performance Appraisal

After spending several weeks on the job, Jennifer was sur-
prised to discover that her father had not formally evalu-
ated any employee’s performance for all the years that he 
had owned the business. Jack’s position was that he had “a 
hundred higher-priority things to attend to,” such as boost-
ing sales and lowering costs, and, in any case, many employ-
ees didn’t stick around long enough to be appraised anyway.
Furthermore, contended Jack, manual workers such as those 
doing the pressing and the cleaning did periodically get posi-
tive feedback in terms of praise from Jack for a job well done, 
or criticism, also from Jack, if things did not look right dur-
ing one of his swings through the stores. Similarly, Jack was 
never shy about telling his managers about store problems so 
that they, too, got some feedback on where they stood.

This informal feedback notwithstanding, Jennifer be-
lieves that a more formal appraisal approach is required. She 
believes that there are criteria such as quality, quantity, atten-
dance, and punctuality that should be evaluated periodically 
even if a worker is paid based on how much he or she pro-
duces. Furthermore, she feels quite strongly that the manag-
ers need to have a list of quality standards for matters such as 
store cleanliness, efficiency, safety, and adherence to budget 
on which they know they are to be formally evaluated.

Questions
8-19. Is Jennifer right about the need to evaluate the 

workers formally? The managers? Why or why not?
8-20. Develop a performance appraisal method for the 

workers and managers in each store.

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company

EXPERIENTIAL EXERCISE
Setting Goals for and Appraising an Instructor

Purpose: The purpose of this exercise is to give you practice 
in developing and using a performance appraisal form.

Required Understanding: You are going to develop
a performance appraisal form for an instructor and
should therefore be thoroughly familiar with the 
discussion of performance appraisals in this chapter.

How to Set Up the Exercise/Instructions: Divide the
class into groups of four or five students.

8-21. First, based on what you now know about perfor-
mance appraisals, do you think Figure 8.1 is an effec-
tive scale for appraising instructors? Why or why not?

8-22. Next, your group should develop its own tool for
appraising the performance of an instructor. Decide

which of the appraisal tools (graphic rating scales,
alternation ranking, and so on) you are going to 
use, and then design the instrument itself. Apply 
what you learned in this chapter about goal-setting 
to provide the instructor with practical goals.

8-23. Next, have a spokesperson from each group put 
his or her group’s appraisal tool on the board. 
How similar are the tools? Do they all measure
about the same factors? Which factor appears 
most often? Which do you think is the most 
effective tool on the board? Can you think of any 
way of combining the best points of several of 
the tools into a new performance appraisal tool?
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OVERVIEW: 
In this chapter, we will cover . . .

■ CAREER MANAGEMENT

■ IMPROVING COACHING SKILLS

■ EMPLOYEE ENGAGEMENT GUIDE FOR 
MANAGERS: Career Management

■ MANAGING EMPLOYEE RETENTION 
AND TURNOVER

■ MANAGING PROMOTIONS AND TRANSFERS

■ MANAGING DISMISSALS

Managing Careers9

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

 1. Discuss what employers and supervisors can do to support 
employees’ career development needs.

 2. List and discuss the four steps in effectively coaching 
an employee.

 3. Explain why career development can improve employee 
engagement.

 4. Describe a comprehensive approach to retaining employees.
 5. List the main decisions employers should address in 

reaching promotion decisions.
 6. Explain the factors you would consider when dismissing 

an employee.

MyManagementLab®

Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com for 

activities that are applied, personalized, 

and offer immediate feedback.

Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 9 Warm Up.
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INTRODUCTION

Paul had been an engineer for a civil en-
gineering firm for 12 years when it began 
to dawn on him that his career was going 
nowhere. He wanted to move into manage-
ment, a desire he’d mentioned many times 
in the past five years to his boss Fred, the 
company’s founder and CEO. Fred seemed 
receptive, but always found a way to change
the conversation. Today at the annual per-rr
formance appraisal, Paul decided to press
the issue and was astounded at what Fred
said: “You’re a good engineer, Paul, but 
you do not have what it takes to be a man-
ager. It’s up to you whether you go or stay.”

CAREER MANAGEMENT
After appraising performance, it’s often necessary to address career-related issues and to 
discuss these issues with subordinates.

Personnel activities like screening, training, and appraising serve two basic roles in 
organizations. First, their traditional role has been to staff the organization—to fill its 
positions with employees who have the requisite interests, abilities, and skills. Increas-
ingly, however, these activities are taking on a second role of ensuring that the long-run 
interests of the employees are protected by the organization and that, in particular, the 
employee is encouraged to grow and realize his or her full potential. A basic assumption
underlying the second role is that the employer has an obligation to utilize its employees’ 
abilities to the fullest and to give all employees a chance to grow and to develop success-
ful careers. Employers do this not just because they think that it’s the right thing to do, 
but because by doing so both gain—the employee by having a more fulfilling career, and 
the employer by reaping the benefits of improved employee relations, engagement, and 
retention. One way this trend is manifesting itself is in the increased emphasis many 
firms are placing on career planning and development. We’ll address career planning and 
related topics in this chapter.

Before proceeding, it would be useful to define some of the terms we will be using
throughout this chapter. We may define career as the occupational positions a person 
holds over the years. Career management is a process for enabling employees to bet-
ter understand and develop their career skills and interests and to use these skills and
interests most effectively both within the company and after they leave the firm. Career 
development is the lifelong series of activities (such as workshops) that contribute to 
a person’s career exploration, establishment, success, and fulfillment. Career planning
is the deliberate process through which someone becomes aware of personal skills, in-
terests, knowledge, motivations, and other characteristics; acquires information about 
opportunities and choices; identifies career-related goals; and establishes action plans to 
attain specific goals.

Careers Today
People once viewed careers as a sort of upward stairway from job to job, more often than 
not with one or at most a few firms. Today, recessions, mergers, outsourcing, consolida-
tions, and more or less endless downsizings have changed the rules. Many people do 
still move up. But more often employees find themselves having to reinvent themselves. 
For example, the sales rep, laid off by a publishing firm that’s just merged, may reinvent 
herself as an account executive at a media-oriented advertising firm.1

LEARNING OBJECTIVE 1
Discuss what employers 
and supervisors can do to 
support employees’ career 
development needs.

career
The occupational positions a person 
has had over many years.

career management
The process for enabling employees 
to better understand and develop 
their career skills and interests, and 
to use these skills and interests more 
effectively.

career development
The lifelong series of activities that 
contribute to a person’s career ex-
ploration, establishment, success, 
and fulfillment.

career planning
The deliberate process through 
which someone becomes aware of 
personal skills, interests, knowledge, 
motivations, and other characteris-
tics and establishes action plans to 
attain specific goals.
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Careers today differ in other ways from a few years ago. With more women pursu-
ing professional and managerial careers, families must balance the challenges associated 
with dual career pressures. At the same time, what people want from their careers is 
changing. Baby boomers—those retiring in the next few years—tended to be job- and 
employer-focused. People entering the job market now often value more opportunities 
for balanced work–family lives.

Psychological Contract
One implication is that what employers and employees expect from each other is chang-
ing. What the employer and employee expect of each other is part of what psychologists 
call a psychological contract. This is an unwritten agreement that exists between employ-
ers and employees and that identifies each party’s mutual expectations.2 For example, 
one unstated agreement is that management will treat employees fairly and provide sat-
isfactory work conditions, hopefully in a long-term relationship. Employees are expected 
to respond “by demonstrating a good attitude, following directions, and showing loyalty 
to the organization.”3

But with today’s tumultuous labor markets, neither the employer nor the employee
can count on long-term commitments. That fact undercuts the traditional psychological 
contract, and makes career management even more critical.

The Employee’s Role in Career Management
We will see that the individual, the manager, and the organization all have roles in the indi-
vidual’s career development. For example, the manager should provide timely and objec-
tive performance feedback, offer developmental assignments and support, and participate
in career development discussions with the employee. He or she should act as a coach, 
appraiser, advisor, and mentor, listening to and clarifying the employee’s career plans, 
giving feedback, generating career options, and linking the employee to organizational 
resources and career options. For its part, the employer should provide career-oriented 
training, development, and promotional opportunities, offer career information and ca-
reer programs, and give employees a variety of career options.

Ultimately, however it is the employee who must accept responsibility for his 
or her own career; assess interests, skills, and values; seek out career information 
resources; and generally take those steps that must be taken to ensure a happy and 
fulfilling career. For the employee, career planning means matching individual 
strengths and weaknesses with occupational opportunities and threats. In other 
words, the person wants to pursue occupations, jobs, and a career that capitalize on 
his or her interests, aptitudes, values, and skills. He or she also wants to choose oc-
cupations, jobs, and a career that make sense in terms of projected future demand 
for various occupations. Ideally, he or she should create in his or her mind an ideal 
future “self ” to strive for.4

As one example, career-counseling expert John Holland says that personality (in-
cluding values, motives, and needs) is one important career choice determinant. For
example, a person with a strong social orientation might be attracted to careers that 
entail interpersonal rather than intellectual or physical activities and to occupations 
such as social work. Holland found six basic personality types or orientations. For a 
nominal fee, individuals can use his Self-Directed Search (SDS) test (available online
at www.self-directed-search.com/) to assess their occupational orientations and pre-
ferred occupations. The SDS has an excellent reputation, but one study of 24 no-cost 
online career assessment websites concluded that they were easy to use but suffered 
from insufficient validation and confidentiality. However, a number of online career 
assessment instruments such as Career Key (www.careerkey.org) do reportedly pro-
vide validated and useful information.5 O*Net offers a free comprehensive online 
“My Next Move” occupations and career assessment system (www.onetcenter.org/
mynextmove.html). You will find other useful career tools at http://workday.com, 
in the following two exercises, and in the more complete discussion in this chapter’s 
appendix.

http://www.self-directed-search.com/
http://www.careerkey.org
http://workday.com
www.onetcenter.org/mynextmove.html
www.onetcenter.org/mynextmove.html
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Exercise 1

One useful exercise for identifying occupational skills is to head a page “The School or 
Occupational Tasks I Was Best At.” Then write a short essay describing the tasks. Provide 
as much detail as you can about your duties and responsibilities, and what you found 
enjoyable about each task. (It’s not necessarily the most enjoyable job you’ve had, but
the most enjoyable task you’ve had to perform within your jobs.) Next, do the same for
two other tasks you’ve had. Now scrutinize the three essays. Underline the skills that you 
mentioned the most often. For example, did you especially enjoy the hours you spent in 
the library doing research when you worked one summer as an office clerk?6

Exercise 2

Another exercise can prove enlightening. On a page, answer the question: “If you could 
have any kind of job, what would it be?” Invent your own job if need be, and don’t worry 
about what you can do—just what you want to do.7

The Employer’s Role in Career Management
Along with the employee, the person’s manager and employer have career management
responsibilities. These depend partly on how long the employee has been with the firm.

For example, before hiring, realistic job interviews can help prospective employees gg
more accurately gauge whether the job is a good fit for them. Especially for recent college
graduates, the first job can be crucial for building confidence and a more realistic picture
of what he or she can and cannot do: providing challenging first jobs and having an 
experienced mentor who can help the person learn the ropes are important. Some refer 
to this as preventing reality shock, a phenomenon that occurs when a new employee’s 
high expectations and enthusiasm confront the reality of a boring, unchallenging job. 
Periodic job rotation can help the person develop a more realistic picture of what he or
she is good at, and thus the career moves that might be best. The accompanying HR in 
Practice features illustrates this.

O*Net offers a free
comprehensive online 
“My Next Move”
occupations and career 
assessment system for
building your future 
career (www.onetcenter
.org/mynextmove.html).
Source: www.onetonline.org/.

reality shock
Results of a period that may occur 
at the initial career entry when the 
new employee’s high job expecta-
tions confront the reality of a bor-
ing or otherwise unattractive work 
situation.

http://www.onetcenter.org/mynextmove.html
http://www.onetcenter.org/mynextmove.html
http://www.onetonline.org/
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After the person has been on the job for a while, career-oriented appraisals—in
which the manager is trained not just to appraise the employee but also to match the 
person’s strengths and weaknesses with a feasible career path and required development
work—is important. For example, Toyota Motor offers recent university graduates an
18-month Graduate Development Program. New employees spend several weeks in one 
of Toyota’s production plants as a team member actually working on the assembly line
and experiencing Toyota’s production system. Then they move on to spend several weeks 
in different divisions getting to understand how various Toyota departments do things. 
Toyota combines these job assignments with classroom training. Here, for instance, the 
new employee learns about Toyota’s corporate culture and identity, and learns how to 
manage projects, solve product problems, write reports, and communicate effectively.9

Employer Career Management Methods
Most employers do not provide a wide range of expensive career development options. 
However, career development systems needn’t be complicated. Even just receiving per-
formance feedback from supervisors, having individual development plans, and hav-
ing access to training is enough for many employees. Beyond that, job postings, formal 
career-oriented performance appraisals, formal counseling and mentoring with man-
agers, and individual succession planning for high-potential employees are valuable.10

For example, Halogen Software Company offers their eAppraisal system (go to www
.halogensoftware.com, then click products, then performance). This system enables the 
employer and employee to identify employee development activities that are appropriate 
to both the company’s staffing needs and to the employee’s career needs. Yet only about 
a fourth of the respondents in one survey even had individual development plans.11

Figure 9.1 illustrates a simple employee career planning form.
Other employer methods are popular. A career planning workshop is “a planned

learning event in which participants are expected to be actively involved, completing 
career planning exercises and inventories and participating in career skills practice ses-
sions.”12 A typical workshop includes self-assessment exercises (skills, interests, values, 
and so on), an assessment of important occupational trends, and goal-setting and action-
planning segments.

As we explained in Chapter 7, some employers provide 401(k)-type lifelong learning 
accounts for their employees. Both employers and employees contribute, and the em-
ployees can tap into these to get the career-related education and development they de-
sire. Career coaches generally help employees create five-year plans showing where their 
careers with the firm may lead. Then, the employer and employee base the development
plans on what the employee needs.13 For example, at Allmerica Financial Corp., career
development coaches helped individual employees in the firm’s information technology 

Intuit offers new graduates entrée into its Rotational Development Programs.8 These are 
comprehensive, two-year programs in which the new employee first learns about Intuit and
its products, customers, employees, strategies, and values. Next the employee completes 
four six-month rotations, getting experience in a range of Intuit business units and a variety
of functions, for instance product management, marketing, finance and operations, soft-
ware engineering, experience design, and human resources. All Rotational Development 
Program participants are paired with an executive advisor, who provides career coaching 
and professional development mentoring.

HR IN PRACTICE

Intuit’s Job Rotation Program

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com
to discuss the following questions. Would such a program interest you? Why?

http://www.mymanagementlab.com
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group identify their development needs and obtain the development required to satisfy 
those needs.14 At Shell China, “career stewards” meet regularly with its “emerging leaders.” 
The accompanying HR Tools feature illustrates steps individual managers can take to 
support their employees’ career development.

GENDER ISSUES IN CAREER DEVELOPMENT While the situation is improving, women and 
men still face different challenges as they advance through their careers. In one study, 
promoted women had to receive higher performance ratings than promoted men to 
get promoted.15 Women report more difficulty getting developmental assignments 
and geographic mobility opportunities. Women have to be more proactive than men 
just to be considered for such assignments, and employers therefore need to focus on 
breaking down the barriers that impede women’s career progress. One study concluded
that three corporate career development activities—fast-track programs, individual 
career counseling, and career planning workshops—were less available to women than 
to men.16 Many call this combination of barriers to women’s progress the glass ceiling. 
Because developmental experiences like these are so important, organizations “should 
focus on breaking down barriers that interfere with women’s access to developmental 
experiences.”17

FIGURE 9.1
Employee Career 
Development Plan

Source: “Employee Career 
Development Plan” Copyright
© 2012 by BLR-Business & Legal 
Resources (www.HR.BLR.com). 
Reprinted with permission.

Employee:

Employee Career Development Plan

Position:

Manager: Department:

Date of Appraisal:

What is the next logical step up for this employee, and when do
you think he or she will be ready for it?

Probable Next Job:

1.

When Ready:
Now 6 Months 1 YearYY

1.

What is the highest probable promotion within five years?2.

What does this employee need to prepare for promotion?

Knowledge:

3.

2 YearsYY

2.
3.

Action Plan:

Still Training:TT

Action Plan:

Action Plan:

Management Training:TT

http://www.HR.BLR.com
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Diversity Counts
Toyota Corporation’s Business Partnering Groups18

To support the career development needs of its diverse workforce, Toyota organized and 
supports its Business Partnering Groups Program. A Toyota Business Partnering Group 
is a volunteer group of Toyota associates who assist its members’ career development and 
help to support Toyota’s business objectives.19 For example, Business Partnering Groups 
include: African American Collaboration, (aimed at advancing the personal and profes-
sional development of Americans of African descent at Toyota, for instance by providing 
a forum for their recruitment, development, and retention); the Toyota Organization 
for the Development of Latinos; Toyota Christian Fellowship; Toyota Asian American 
Society in Alliance, and the Toyota women’s leadership forum.

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

The Manager’s Role in Employee Career Development

Whether or not the employer has a career development program, the individual man-
ager can do several things to support his or her subordinates’ career development needs. 
Indeed, it’s hard to overstate the impact that a supervisor can have on his or her employees’
career development. With little or no additional effort than realistic performance reviews 
and candid skills assessments, a competent supervisor can help the employee get on and 
stay on the right career track. At the other extreme, an uncaring supervisor may look back 
on years of having inhibited his or her employees’ progress.

For example, schedule regular performance appraisals and, at these reviews, discuss
the extent to which the employee’s current skills and performance are consistent with the 
person’s career goals. Even a simple form like the one shown in Figure 9.2 can suffice. The 
aim is for the manager and employee to translate the latter’s performance appraisal into
development plans. Provide the employee with an informal career development plan like 
that in Figure 9.1. Keep subordinates informed about the firm’s career-related benefits, and
encourage them to use them.20

Small Business Applications
Beyond that, there is much a small business owner can do to facilitate employee career 
development. For example, we saw in Chapter 7 (Training) that small businesses can pro-
vide significant career-related training at nominal or no cost;21 for example, identify online
training opportunities; provide a library of CD and DVD tutorials for systematic, disciplined 
learning; send people to special seminars and association meetings for learning and net-
working; and encourage them to enroll in professional associations.

Furthermore, being small should enable the owner to be better attuned to his or her 
employees’ strengths, weaknesses, and aspirations, and thereby to be more attentive to 
which jobs they feel most comfortable doing. Give them an opportunity to train for and
move into the jobs they desire. Other suggestions include:

Help your employees to better themselves. For example, pay them to take a class to
help them develop their job skills.

Use an online appraisal system that includes a career-planning component, such as
e-Appraiser from www.halogensoftware.com.22

Finally, one small business writer provides a selection of particularly useful insights for
promoting professional development.23 These include:

• Take an active role in your own professional development activities and let your
employees know you value such activities.

• Facilitate cross-training. Once an employee masters his or her job, encourage the person 
to learn the skills of complementary positions. Such cross-training engages employees
by developing their repertoire of skills. It also makes good business sense, for instance
making it easier to move employees for instance when someone is out sick.

http://www.halogensoftware.com
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• Offer a variety of professional development opportunities, such as on-site workshops or 
seminars, and lunch-and-learns with guest speakers.

• Facilitate informal or formal mentoring and peer-coaching relationships between staff
members.

• And again, consider creating (or at least discussing) a career development plan with 
each employee as part of the performance appraisal process. Have each employee
identify at least one skill or area they would like to work on.

 Talk About It – 2
Provide an example of a time when a manager (or someone else) was particularly helpful 
in guiding your career progress. What exactly did he or she do? How well do you think 
Fred, from the chapter opener, handled the matter of Paul’s career development? Why?

FIGURE 9.2
Sample Performance
Review Development 
Plan

Source: “Sample 
Performance Review 
Development Plan”
Copyright © 2012 by BLR-
Business & Legal Resources
(www.HR.BLR.com). 
Reprinted with permission.

Employee’s Major Strengths’
1.
2.
3.

A.

B.

C.

Areas for Improvement/Development
1.
2.
3.

Development Plans: Areas for Development
1.
2.
3.
4.

D. Employee’s Comments on This Review:’

E. Reviewer’s Comments:’

Employer’s Signature:’
Reviewer’s Signature:’
Reviewer’s Manager’’ s Signature:’

Date:
Date:
Date:

Growth potential in present position and future growth potential for increased
responsibilities:

Development Strategy:

http://www.HR.BLR.com
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IMPROVING COACHING SKILLS
Supporting employees’ career-development needs invariably requires tapping the 
manager’s training and mentoring skills. Coaching means educating, instructing, andg
training subordinates. Mentoring means advising, counseling, and guiding. Coaching g
focuses on teaching shorter-term job-related skills. Mentoring focuses on helping em-
ployees navigate longer-term career-type hazards. Supervisors have always coached and
mentored employees. But with more managers leading highly trained employees and 
self-managing teams, supporting, coaching, and mentoring are fast replacing giving or-
ders for getting things done. The Management Skills feature shows what to do. 

Employers understand that coaching and mentoring are important. One survey of 
training programs found that the top skills taught were “coaching a performance prob-
lem” (72%), “communicating performance standards” (69%), “coaching a development 
opportunity” (69%), and “conducting a performance appraisal” (67%).24
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mentoring
Advising, counseling, and guiding.

coaching
Educating, instructing, and training 
subordinates.

LEARNING OBJECTIVE 2
List and discuss the 
four steps in effectively 
coaching an employee.

Building Your Management Skills: How to Be an Effective Coach

Coaching and mentoring require both analytical and interpersonal skills. They re-
quire analysis because it’s futile to advise someone if you don’t know what the prob-
lem is. They require interpersonal skills because it’s equally futile to know the problem 
if you can’t get the person to change.

Some performance situations don’t require coaching. For example, if your new 
employee learns the first time how to do the job, or if your employee’s performance 
review is flawless, you won’t need to do much coaching. Otherwise, you’re probably 
going to have to coach the employee.

Coaching does not mean just telling someone what to do. We can best think of 
coaching in terms of a four-step process: preparation, planning, active coaching, and 
follow-up.25 Preparation means understanding the problem, the employee, and the 
employee’s skills. Your aim is to formulate a hypothesis about what the problem is.
You’ll watch the employee to see what he or she is doing, and observe the workflow 
and how coworkers interact with the employee. In addition to observation, you may 
review (as we explained in Chapter 7, Training) objective data on things like produc-
tivity, absenteeism, accidents, grievances, product quality, customer complaints, and
the employee’s previous performance reviews and training.

Planning the solution is next. Perhaps the most powerful way to get someone g
to change is to obtain his or her enthusiastic agreement on what change is required.
This requires reaching agreement on the problem and on what to change. You’ll
then lay out a change plan in the form of steps to take, measures of success, and date 
to complete.

With agreement on a plan, you can start the actual coaching. Here you are, in
essence, the teacher. Your toolkit will include what you learned about on-the-job 
training in Chapter 7 (for example, prepare the learner, present the operation, try out
the trainee, and follow-up). As one writer says, “an effective coach offers ideas and
advice in such a way that the subordinate can hear them, respond to them, and ap-
preciate their value.”26

Finally, bad habits sometimes reemerge. It’s therefore important to follow up and 
re-observe the person’s progress periodically.

Figure 9.3 presents a coaching self-evaluation checklist for assessing your coach-
ing skills.

Being a Better Mentor
Mentoring traditionally means having experienced senior people advising, counseling, 
and guiding employees’ longer-term career development. An employee who agonizes
over which career to pursue might need mentoring.
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Mentoring may be formal or informal. Informally, mid- and senior-level managers 
may voluntarily help less-experienced employees—for instance, by giving them career 
advice and helping them to navigate office politics. Many employers also have formal 
mentoring programs. Here the employer pairs protégés with mentors, and provides 
training to help mentor and protégé better understand their respective responsibilities. 
Either formal or informal, studies show that having a mentor can significantly enhance 
one’s career satisfaction and success.27

Mentoring is both valuable and dangerous. It can be valuable insofar as it lets the
mentor influence, in a positive way, the careers and lives of subordinates and colleagues. 
The danger lies on the other side of that coin. Coaching focuses on daily tasks that youg
can easily re-learn, so the downside is usually limited. Mentoring focuses on relatively g
hard-to-reverse longer-term issues, and often touches on the person’s psychology (mo-
tives, needs, aptitudes, and how one gets along with others, for instance). Because the 
supervisor is usually not a psychologist or trained career advisor, he or she must be cau-
tious in the mentoring advice he or she gives.

Research on what supervisors can do to be better mentors reveals few surprises.
Effective mentors set high standards, are willing to invest the time and effort the mentor-
ing relationship requires, and actively steer protégés into important projects, teams, and 
jobs.28 Effective mentoring requires trust, and the level of trust reflects the mentor’s pro-
fessional competence, consistency, ability to communicate, and readiness to share control.29

However, studies suggest that traditional mentoring is less effective for women than
it is for men. For example, in one survey of employees who had mentoring relationships 
in one recent year, a CEO or other senior executive mentored 78% of the men, compared 
with 69% of women.30 Figures like these are prompting employers to assign women to
“mentor/sponsors” who have more organizational clout. For example, when Deutsche
Bank discovered that several female managing directors had left the firm for better jobs 
at competitors, it began pairing them with mentor/sponsors from the bank’s executive
committee. The latter were in a position to advocate the women for promotion.

The Protégé’s Responsibilities

It’s important to have effective mentors but the protégé is still responsible for making the 
relationship work. Choose an appropriate potential mentor, one who is objective enough 
to help guide your career. Make it easier for a potential mentor to agree to your request, 

FIGURE 9.3
Coach’s Self-Evaluation 
Checklist

Source: Based on Coaching and 
Mentoring: How to Develop Top 
Talent and Achieve Stronger 
Performance, by Richard Luecke.

Questions to Ask Yourself Yes No

Did you plan the approaa ach you’ll take beforff e you started the coaching 

session?

Do you take your position as a coach seriously?

Do you address the employee’s career, norr t just his or her current

perforff mance?

Do you listen for and address the trainee’s concerns about the job?

Do you adapt the lessons to the abia lities of the trainee?

Do you check for trainee understanding?

Do you make sure the employee has the skills required to do the job, or

plans to develop them? 

Do you set high but attainable goals?

Do you work with the employee to develop viable alternatives?

Do you give timely and specific positive and negative feedbaff ck?

Does your feedback focus on the person’s beh’ avior and its consequences?

Do you definfi e the ongoing job performance expectatiaa ons for the employee? 

Do you listen to the trainee’s opinions about doing the job?

Do you provide encouragement?
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by making it clear what you expect in terms of time and advice. Be selective about the 
work-related issues that you ask about. The mentoring relationship generally should not 
involve personal problems.31

Improving Performance through HRIS
Integrating Talent Management and Career/Succession Planning

Various talent management systems enable employers to integrate data from appraisals, 
career development, training, and succession planning. For example, Kenexa Career-
Tracker “helps organizations optimize . . . employee performance management, succes-
sion planning, and career development.”32 Halogen eSuccession enables the employer to
“identify the skills and competencies required to support your three- to five-year strategic 
plans and cultivate these in your high-potential employees with career and development 
planning . . .”33 Cornerstone Succession integrates talent profiles, career management, 
and internal recruiting.34 Sum-Total Succession Planning supports “a holistic, end-to-
end talent management strategy” including:35

• 360 feedback. Competency reviews by peers are inputs into succession gap analysis;

• Career development. As employees map out their career progress, plans can be es-
tablished that address competency, skill, and behavior gaps;

• Compensation management. Financial plans can be tied to future succession plans 
so that their financial impact can be modeled;

• Career progression. Historical information regarding past positions and career 
progress can be used to guide future succession decisions;

• Learning management. Learning paths and courses can be set for projected future 
positions;

• Performance management. Performance reviews can identify consistent high
performers and top talent in the organization; and

• Recruiting & hiring. The Sum-Total system compares current job profiles with 
succession plans; external candidates can then be recruited as needed.36

EMPLOYEE ENGAGEMENT GUIDE FOR 
MANAGERS 
Career Management
The globalization of the world economy has been a boon in many ways. For products 
and services ranging from cars to computers to air travel, it powered lower prices, better 
quality, and higher productivity and living standards. However, these advances haven’t
come without a price. The same cost-efficiencies, belt-tightening, and productivity im-
provements that globalization produced also triggered workforce dislocations. The de-
sire for efficiencies drove firms to downsize, and to “do more with less.” It prompted 
thousands of mergers, many of which aim specifically to “eliminate redundancies”; in 
other words, cut headcount. Partly as a reaction to these changes, and to the Great Reces-
sion of 2008–2009, the U.S. unemployment rate rocketed up from about 4.5% to over 8%,
before moving down to about 6% more recently.

The New Psychological Contract
As mentioned earlier in this chapter, changes like these understandably prompt many 
employees to ask why they should be loyal to their employers. “Why,” they might ask,
“should I be loyal to you if you’re just going to dump me when you decide to cut costs 
again?” To paraphrase the author of the book Pack Your Own Parachute, many employ-
ees today thus tend to think of themselves as free agents, there to do a good job but also 
to prepare for the next career move to another firm. Yesterday’s psychological contract 
may have been something like, “do your best and be loyal to us, and we’ll take care of 
your career.” Today, it often is “do your best for us and be loyal to us for as long as you’re
here, and we’ll provide you with the developmental opportunities you’ll need to move 
on and have a successful career.” Employers today therefore have to think through how 

LEARNING OBJECTIVE 3
Explain why career 
development can improve 
employee engagement.
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they’re going to maintain employee engagement in the face of potential downsizings, and 
thereby minimize voluntary departures, and maximize employee effort.

Commitment-Oriented Career Development Efforts
The employer’s career planning and development process can play a role in achieving 
this. Many years ago, the psychologist Abraham Maslow suggested that, for most people, 
what he called the ultimate need is the desire for self-fulfillment, namely the desire to 
become “actualized” in terms of what he or she is capable of becoming.37 Ironically, many 
companies not only don’t try to fulfill this need, they actually thwart it, for instance 
by offering unchallenging jobs, autocratic supervision, and a dearth of career-growth
opportunities

Not surprisingly, progressive firms such as SAS and Google do things differently. 
They engage in career development practices that aim to ensure that all employees have
an opportunity to use and develop their skills at work. For example, to paraphrase the
CEO of software giant SAS, his company works hard to create a corporate culture that 
cares about employees’ personal and professional growth.38 In one survey, about 33% of 
respondents in high-performing organizations replied that their organizations’ career
development programs were effective in raising employee engagement, versus 21% of 
respondents in poor-performing organizations.39

The bottom line is that, managed effectively, the employer’s career development pro-
cess should send the signal that the employer cares about the employee’s career success, 
and thus deserves the employee’s engagement. In such companies, career development 
goes beyond offering career coaching and workshops (although these are important.) As 
one example, we saw in Chapter 5 that FedEx fosters career growth through its strong 
internal recruiting and promotion-from-within policies. The centerpiece is its career
records and job posting system, which it calls JCATS (Job Change Applicant Tracking 
System). Announcements of new job openings via this online system usually take place 
each Friday. All employees applying for the position get numerical scores based on job 
performance and length of service. They are then advised as to whether they were cho-
sen as candidates.

As another example, managers who use their companies’ performance review only 
to tell the employee how he or she is doing miss an opportunity to support the employee’s
career development needs. The performance appraisal should provide an opportunity 
to link the employee’s performance, career interests, and developmental needs into one
coherent career plan. With career-oriented appraisals, the supervisor and employee actu-
ally do jointly merge the latter’s past performance, career preferences, and developmental
needs into a formal career plan.

Such an appraisal system need not be automated but, as noted earlier, several effec-
tive online systems are in fact available. For example, Halogen eAppraisal™ enables the 
manager to identify relevant employee development activities that are appropriate given 
the employee’s competencies and career development plans and/or goals. The employer 
then organizes development activities around the person’s needs.

The JC Penney management career-grid approach provides another illustration of 
what is possible, (although a series of management changes several years ago sidelined 
much of this effort). Penney’s managerial performance appraisal form contained a listing 
of all the Penney’s management and sales jobs by title, function, and level that employees 
could conceivably want to consider. The company trained its supervisors to consider the
employee’s performance, career interests, and Penney’s needs, and to develop a career 
plan including development activities for the employee.

Here is how it worked. Prior to the annual appraisal, the associate and his or 
her manager reviewed Penney’s career grid. The grid itemized all supervisory posi-
tions at Penney (grouped by operation jobs, merchandise jobs, personnel jobs, and
general management jobs); it also included specific job titles such as “regional cata-
log sales manager.” The firm also provided thumbnail job descriptions for all the 
grid’s jobs.

The grid also identified typical promotional routes. For example, when consider-
ing the next assignment for a management associate, the supervisor could consider
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not only merchandise positions but also operations and personnel positions. Pro-
motional projections could cross all four groups, as well as one or two job levels. 
For example, a senior merchandising manager might be projected for promotion to 
either assistant buyer or general merchandise manager. In sum, Penney’s grid ap-
proach illustrated how employers can use a career-oriented appraisal process to guide 
the employee and manager to focus on the former’s strengths, weaknesses, and career
prospects and plans.40

Other employers use special training and development programs to facilitate their 
employees’ career development. The accompanying HR in Practice feature provides an
example.

Medtronic, which engineers and manufactures advanced medical devices, provides a good 
example of a well thought out and effective career development program. The company of-
fers a wide range of career planning and development support tools aimed at helping em-
ployees understand their occupational strengths and weaknesses and reach their potential.
These tools include customized development plans, self-assessment and feedback tools, 
mentoring programs, comprehensive on-site classes covering business, engineering, and 
science topics, tuition reimbursement scholarships, and online job listings so the employee 
can seek out new career opportunities within the company.

In addition, new MBA employees can participate in Medtronic’s corporate Leadership 
Development Rotation Program. This is a two- to three-year program. It includes 12- to 
18-month assignments in two different geographic locations, providing participants with a 
broad understanding of Medtronics, combined with in-depth functional experiences. Func-
tional tracks include clinical, corporate development, finance, human resources, informa-
tion technology, marketing/business development, operations, and regulatory.

In addition to their job assignments, participants engage in a number of develop-
mental experiences including peer mentoring programs, functional training, and leadership
workshops. Amongst other things, candidates for this program require three to five years
of professional and relevant work experience, an MBA (or other masters-level degree as
appropriate), and to be mobile and willing to pursue opportunities in various geographic 
locations.

HR IN PRACTICE

Career Development at Medtronic41

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. Look more closely at this program (go to 
www.Medtronic.com; then click Careers, then click Career Growth) or a similar program
and discuss why it should positively impact employee engagement.

MANAGING EMPLOYEE RETENTION  
AND TURNOVER
Turnover—the rate at which employees leave a firm—varies widely. For example, in the 
hotel and food services industry, about half the employees leave voluntarily each year. In 
contrast, voluntary turnover in education is about 12%.42

And that reflects only employees who leave voluntarily, such as for better jobs. It 
doesn’t include involuntary separations, such as for poor performance.y 43 Combining vol-
untary and involuntary turnover produces some astounding statistics. For example, the
turnover in many restaurants is around 100% per year. Many need to replace just about 
all their employees every year! The costs of such turnover are high, as the accompanying 
HR as a Profit Center feature illustrates.44
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LEARNING OBJECTIVE 4
Describe a comprehensive 
approach to retaining 
employees.

http://www.mymanagementlab.com
http://www.Medtronic.com
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Managing Voluntary Turnover
Reducing turnover requires identifying and managing the reasons for both voluntary 
and involuntary turnover.46 We address managing voluntary turnover here, and manag-
ing involuntary turnover later in the chapter.

Managing voluntary turnover requires identifying its causes and then addressing 
them. Unfortunately, identifying why employees voluntarily leave is easier said than 
done. People who are dissatisfied with their jobs are more likely to leave, but the sources 
of dissatisfaction are many and varied.

Figure 9.4 illustrates this.47 The consultants collected survey data from 262 U.S. or-
ganizations having a minimum of 1,000 employees. In this survey, the five top reasons
high-commitment/top-performing employees gave for leaving (ranked from high to 
low) were pay, promotional opportunities, work–life balance, career development, and 

HR AS A PROFIT CENTER

Costs of Turnover

A research team analyzed the tangible and intangible costs of turnover in a call center 
with 31 agents and 4 supervisors.45 Tangible costs of an agent’s leaving included, for 
instance, the costs of recruiting, screening, interviewing, and testing applicants, as well 
as the cost of wages while the new agent was oriented and trained. Intangible costs 
included the cost of lost productivity for the new agent (who is less productive at first 
than his or her predecessor), the cost of rework for errors the new agent makes, and the 
supervisory cost for coaching the new agent. The researchers estimated the cost of an 
agent leaving at about $21,500. This call center averaged 18.6 vacancies per year (about 
a 60% turnover rate). Therefore, the researchers estimated the total annual cost of agent 
turnover at $400,853. Taking steps to cut this turnover rate in, say, half could save this 
firm about $200,000 per year.

 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Discuss three steps you would take to reduce the need to dismiss 
employees.

As the text explains, 
voluntary turnover is just 
one way that employees 
withdraw. Withdrawal in
general means separating 
oneself from one’s current 
situation, and at work 
may manifest itself in
daydreaming, lack of 
attention to one’s job, or 
other counterproductive 
behaviors.
Source: Yuri Arcurs/Fotolia.

http://www.mymanagementlab.com
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health care benefits. Other reasons employees voluntarily leave include unfairness, not 
having their voices heard, and a lack of recognition.48 (Sometimes just asking, “All things
considered, how satisfied are you with your job?” is as effective as surveying employ-
ees’ attitudes toward multiple facets of the job, such as supervision and pay.49) Practical
considerations also affect turnover. For example, high unemployment reduces volun-
tary turnover, and some locales have fewer job opportunities (and thus turnover) than 
do others.

Turnover isn’t always bad. For example, losing low-performing employees isn’t as 
problematical as losing high-performing ones. Some firms, such as the restaurant chain 
Applebee’s, even incentivize their managers differentially, with higher incentives for re-
ducing turnover among top-performing employees.50

Retention Strategies for Reducing Voluntary Turnover
In any case, given the variety of things prompting employees to leave voluntarily, what 
can one do to manage retention? There is no silver bullet. The manager should under-
stand that retaining employees is a talent management issue, and that the best retention 
strategies are therefore multifunctional. For example, employees who aren’t interested in
their jobs, sense that they’re not suited for their jobs, or who feel undercompensated are
more likely to leave. Employers can address such issues only by instituting effective and 
comprehensive talent management practices. Put another way, turnovers (both volun-
tary and involuntary) often start with poor selection decisions, compounded by inad-
equate training, insensitive appraisals, and inequitable pay. Therefore trying to formulate 
a “retention strategy” without considering all of one’s HR practices is generally futile.51
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FIGURE 9.4
Reasons Top-Performing 
Employees Leave 
an Organization

Source: Figure from “Aligning 
Rewards with the Changing 
Employment Deal” from
Strategic Rewards Report,
2006–2007. Copyright © 2006 
by Watson Wyatt Worldwide.
Reprinted with permission 
of Towers Watson. All rights
reserved.
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A Comprehensive Approach to Retaining Employees
However, research findings plus survey results and insights from practitioners such
as consultants Development Dimensions International (DDI) and Robert Half Inter-
national do provide insights into the building blocks of a comprehensive retention
program.

The logical place to start is by periodically tracking the number of employees—g
and particularly top performers and high potentials—who leave the company.52 Then, 
identify the issues. Exit interviews can provide useful insights into potential turnover 
problems. Many employers administer attitude surveys to monitor employees’ feel-
ings about matters such as supervision and pay. Open-door policies and anonymous 
“hotlines” help management identify and remedy morale problems before they get out 
of hand. Sometimes, analyzing the situation leads to simple solutions. For example, 
Walmart discovered it could significantly reduce turnover by providing aggressively 
realistic previews about the job’s demands and work hours. Having identified poten-
tial problems, the employer can then take steps like the following to boost employee 
retention.

The most obvious explanation for why employees quit is often also the correct one: 
low pay. Particularly for high performers and key employees, enhanced pay has recently 
been the retention tool of choice for many employers.53

However, employees don’t just leave for better pay. For example, people who are
unsuited for their jobs or who work for abusive supervisors are more likely to leave. 
Therefore, retention starts with selecting the right employees.g 54 Selection here refers not 
just to the worker but also to choosing and monitoring supervisors. For example, FedEx 
conducts periodic employee attitude surveys to get a continuing sense for how its super-
visors are performing.

In addition, inadequate career prospects and professional development prompt 
many employees to leave. Conversely, a training and career development program can 
provide a strong incentive for staying. One expert says, “professionals who feel their 
company cares about their development and progress are much more likely to stay.”55

(The accompanying Around the Globe feature illustrates this.) Periodically discuss with 
employees their career preferences and prospects at your firm, and help them lay out 
potential career paths. Furthermore, “don’t wait until performance reviews to remind
top employees how valuable they are to your company.”56 We addressed career devel-
opment earlier in the chapter.

People can’t do their jobs if they don’t know what to do or what their goals are. 
Therefore, an important part of retaining employees is clarifying what your expectations
are regarding their performance.

Psychology is important as well. In addition to pay and benefits, employees need 
and appreciate recognition for a job well done. And companies that are tense and “politi“ -
cal” may prompt employees to leave, while companies that make them feel comfortable 
encourage them to stay.

High-performance/involvement type practices seem to improve employee retention. 
One study focused on call-center employees. Employers that made greater use of 
high-involvement work practices (for instance, employee discretion, problem-solving
groups, and self-directed teams) had significantly lower rates of quits, dismissals, and 
total turnover. So did those that “invested” more in employees (for instance, in terms 
of promotion opportunities, high relative pay, pensions, and full-time jobs).57 Con-
versely, performance pressures (such as intensive performance monitoring) related
to significantly higher turnover rates.58 In one survey conducted by Robert Half and
CareerBuilder.com, workers identified “flexible work arrangements“ ” and “telecom-
muting” as the two top benefits that would encourage them to choose one job or
another.59

Finally, data are important in controlling employee turnover. At Nationwide Mutual 
Insurance Co., for instance, managers receive monthly “scorecards” that include turnover 
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data. Alliant Techsystems Inc. uses business analytics to sift through employee data in 
order to calculate, in terms of a “flight-risk model,” the likelihood that any particular em-
ployee will leave.60 The accompanying HR Practices around the Globe  feature presents
another approach to retaining employees.

Social Media and HR
Social media tools have changed the engagement/retention process. For example, web-
sites such as globoforce.com (www.globoforce.com/) facilitate social recognition by 
enabling each employee’s colleagues to comment on and to recognize and reward the
person’s contributions. Vendors assert this leads to significant improvements in em-
ployee engagement and retention.61

Social media also enables an otherwise muted layoff to go viral. When UBS bank 
dismissed 10,000 employees recently, former employees quickly took to Twitter. Some 
claimed they discovered they were fired when they arrived to work and found their 
passes deactivated.62

HR PRACTICES AROUND THE GLOBE

IBM’s New Workforce

Technological change is occurring so fast that IBM will soon 
need a workforce with much different skills than its work-
force has now. IBM could merely size up its employees pe-
riodically and let go those who don’t measure up. Instead, 
IBM chose to put in place an on-demand staffing strategy.
This aims to retain as many of its current employees as pos-
sible by ensuring they get the training and coaching they 
need to play roles in IBM’s future.63 To do this, IBM bud-
geted $700 million per year to identify needed skills, spot 

gaps for skills that are in short supply, and train and assess 
its executives, managers, and rank-and-file employees. IBM’s
on-demand staffing effort does two things. It supports IBM’s
strategy, which depends on being able to offer the fast-
evolving technological services its customers need, at once, 
on demand. The staffing program also improves employee
retention. It does this by minimizing the layoffs and resigna-
tions that might occur if employees’ skills were inconsistent 
with IBM’s needs.

 Talk About It – 5
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following: Discuss how
IBM could be saving money by spending $700 million per year on this program.

Job Withdrawal
Unfortunately, voluntary turnover is just one way that employees withdraw. Withdrawal 
in general means separating oneself from one’s current situation—it’s often a means of 
escape for someone who is dissatisfied or fearful. At work, job withdrawal refers to “acl -
tions intended to place physical or psychological distance between employees and their
work environments.”64

Poor attendance and voluntary turnover are two ways employees withdraw. Other
familiar types of job withdrawal can be less obvious if no less corrosive. Some examples 
include spending time down the hall gossiping with colleagues, taking many informal 
work breaks, and simply not doing parts of the job that the person finds onerous.65

Other employees stop “showing up” mentally (“psychological withdrawal”), perhaps day-
dreaming at their desks while productivity suffers.66 The employee is there, but men-
tally absent. In fact, the job withdrawal process tends to be incremental, often evolving 
from daydreaming to absences to quitting: “When an employee perceives that temporary 
withdrawal will not resolve his/her problems, then the employee is apt to choose a more
permanent form of withdrawal,” such as turnover.67

Dealing with Job Withdrawal68

Because many people have experienced the desire to “get away,” it’s usually not diffi-
cult to empathize with those who feel they must escape. People tend to move toward 

http://www.globoforce.com/
http://www.mymanagementlab.com
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situations that make them feel good, and away from those that make them feel bad. More 
technically, “negative emotional states make people aware that their current situation is 
problematic, and this awareness motivates them to take action.”69 People are repelled by 
situations that produce unpleasant, uncomfortable emotions, and are attracted to those
that produce pleasant, comfortable ones.70 The point is that the more negative (or less
positive) the person’s mood about a situation, the more likely he or she will try to avoid 
or withdraw from the situation.71

The manager can therefore think of withdrawal-reducing strategies in terms of 
reducing the job’s negative effects and/or raising its positive effects. Because potential 
negatives and positives are virtually limitless, addressing withdrawal again requires
a comprehensive human resource management approach. Illustrative potential nega-
tives include, for instance, boring jobs, poor supervision, low pay, bullying, lack of 
career prospects, and poor working conditions. Potential positives include job enrich-
ment, supportive supervision, equitable pay/family-friendly benefits, disciplinary/
appeals processes, career development opportunities, safe and healthy working con-
ditions, and high-morale colleagues.72 Interviews, surveys, and observation can help
identify issues to address.

With more employees taking their jobs home via smart phones and iPads, employee 
detachment (not withdrawal) isn’t always a bad thing. Two researchers found detaching 
oneself from work improves family life. They advise working out a system for ensuring 
some quality family time. For example, the employee and his or her partner might “agree 
on certain rules such as keeping the weekend free of work, or switching off the mobile
phone after dinner.”73

MANAGING PROMOTIONS AND TRANSFERS
Career planning and mentoring often precede promotion decisions. Most people crave
promotions, which usually mean more pay, responsibility, and (often) job satisfaction. 
For employers, promotions can provide opportunities to reward exceptional perfor-
mance, and to fill open positions with tested and loyal employees. Yet the promotion 
process isn’t always a positive experience. Unfairness or secrecy can diminish the pro-
cess. Furthermore, with more employers downsizing, some “promotions” take the form 
of more challenging but not necessarily better-paid jobs. Several decisions, therefore, 
loom large in any firm’s promotion process.

KNOW YOUR EMPLOYMENT LAW

Establish Clear Guidelines for Managing Promotions

In general, the employer’s promotion processes must comply with all the same anti-
discrimination laws as do procedures for recruiting and selecting employees or any other 
HR actions. For example, Title VII of the 1964 Civil Rights Act covers any “terms, condi-
tions, or privileges of employment.” Similarly, the Age Discrimination in Employment
Act of 1967 made it unlawful to discriminate against older employees or applicants for 
employment in any manner, including promotion.

The employer should establish safeguards to ensure that the promotion decision
doesn’t prompt a discrimination claim, or a claim of retaliation, as it often does. For ex-
ample, the Fifth U.S. Circuit Court of Appeals allowed a woman’s claim of retaliation to 
proceed when she provided evidence that she was turned down for promotion because 
a supervisor she had previously accused of sexual harassment persuaded her current 
supervisor not to promote her.74 ■

One way to defend against such claims is to make sure promotion procedures are 
clear and objective. For example, the Eighth U.S. Circuit Court of Appeals held that a 
company’s failure to set objective guidelines and procedures for promoting current em-
ployees may suggest employment discrimination.75 (In this case, the court found that 
the organization, a community college, did not consistently use the same procedures for 

LEARNING OBJECTIVE 5
List the main decisions 
employers should address 
in reaching promotion 
decisions.

 B A S E

K
N

O

WLED
G

E 



300   PART 3 • TRAINING AND HUMAN RESOURCE DEVELOPMENT 

hiring and promotions, did not clarify when and under what conditions vacant posi-
tions were announced, or whether or not there were application deadlines.) In another 
case, the employer turned down the 61-year-old employee for a promotion because of 
his interview performance; the person who interviewed him said he did not “get a real 
feeling of confidence” from the candidate.76 In this case, “the court made it clear that 
while subjective reasons can justify adverse employment decisions, an employer must 
articulate any clear and reasonably specific factual bases upon which it based its deci-
sion.” In other words, have objective evidence supporting your subjective assessment 
for promotion. Crucial promotion-related decisions include the following.

Decision 1: Is Seniority or Competence the Rule?
Probably the most important decision is whether to base promotion on seniority or com-
petence, or some combination of the two.

Today’s focus on competitiveness favors competence. However, this depends on sev-
eral things. Union agreements sometimes contain clauses that emphasize seniority. Civil 
service regulations that stress seniority rather than competence often govern promotions
in many public-sector organizations.

Decision 2: How Should We Measure Competence?
If the firm opts for competence, it must define and measure competence. Defining and 
measuring past performance is relatively straightforward. But promotions should rest ont
procedures for predicting the candidate’s future performance.

For better or worse, most employers use prior performance as a guide, and assume 
that (based on exemplary prior performance) the person will do well on the new job. 
Many others use tests or assessment centers, or tools such as the 9-Box Grid (Chapter 7, 
page 242), to evaluate promotable employees and identify those with executive potential.

For example, given the public safety issues involved, police departments and the mil-
itary tend to be very systematic when evaluating candidates for promotion to command 
positions. For the police, traditional promotional reviews include a written knowledge 
test, an assessment center, credit for seniority, and a score based on recent performance
appraisal ratings. Most include a personnel records review. This includes evaluation of 
job-related influences such as supervisory-related education and experience, ratings 
from multiple sources, and systematic evaluation of behavioral evidence.77

Most federal and state
employment laws contain 
antiretaliation provisions. 
One court allowed a claim 
of retaliation to proceed 
when a female employee 
provided evidence that 
her employer turned her 
down for a promotion 
because a supervisor she 
had previously accused of 
sexual harassment made 
comments that persuaded 
her current supervisor not 
to promote her.
Source: StockLite/Shutterstock.

9-box matrix
In workforce planning, this displays 
three levels of current job perfor-
mance (exceptional, fully perform-
ing, not yet fully performing) across 
the top, and also shows three levels 
of likely potential (eligible for pro-
motion, room for growth in current
position, not likely to grow beyond 
current position) down the side.
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Decision 3: Is the Process Formal or Informal?
Many firms have informal promotion processes. They may or may not post open posi-
tions, and key managers may use their own “unpublished” criteria to make decisions. 
Here employees may (reasonably) conclude that factors like “who you know” are more
important than performance, and that working hard to get ahead—at least in this firm—
is futile.

Other employers set formal, published promotion policies and procedures. Employ-
ees receive a formal promotion policy describing the criteria by which the firm awardsy
promotions. A job posting policy states the firm will post open positions and their rey -
quirements, and circulate these to all employees. As explained in Chapter 5 (Recruiting), 
many employers also maintain employee qualification databanks and use replacement 
charts and computerized employee information systems.

Decision 4: Vertical, Horizontal, or Other?
Promotions aren’t necessarily upward. For example, how do you motivate employees
with the prospect of promotion when your firm is downsizing? And how do you provide 
promotional opportunities for those, like engineers, who may have little or no interest in 
managerial roles?

Several options are available. Some firms, such as the exploration division of British
Petroleum (BP), create two parallel career paths, one for managers and another for “in-
dividual contributors” such as high-performing engineers. At BP, individual contributors 
can move up to nonsupervisory but senior positions, such as “senior engineer.” These 
jobs have most of the financial rewards attached to management-track positions at 
that level.

Another option is to move the person horizontally. For instance, move a production 
employee to human resources, to develop his or her skills and to test and challenge his or 
her aptitudes. And, in a sense, “promotions” are possible even when leaving the person in 
the same job. For example, you can usually enrich the job and enhance the opportunity 
for assuming more responsibility.

Diversity Counts
The Gender Gap

Women still don’t reach the top of the career ladder in numbers proportionate to their 
numbers in U.S. industry. Women constitute more than 40% of the workforce, but hold 
less than 2% of top management positions. Blatant or subtle discrimination may account 
for much of this. In one study, promoted women had to receive higher performance rat-
ings than promoted men to get promoted, “suggesting that women were held to stricter 
standards for promotion.”78 Women report greater barriers (such as being excluded from 
informal networks) than do men, and more difficulty getting developmental assign-
ments. Women have to be more proactive than men to get such assignments. Minority 
women seem particularly at risk. Women of color hold only a small percentage of profes-
sional and managerial private-sector positions.79

Unfortunately, many career development programs are inconsistent with the needs 
of minority and non-minority women. For example, many such programs underestimate 
the role played by family responsibilities in many women’s (and men’s) lives. Similarly, 
some programs assume that career paths are continuous; yet the need to stop working for 
a time to attend to family needs often punctuates the career paths of many people of color
and women (and perhaps men).80 Many refer to this totality of subtle and not-so-subtle 
barriers to women’s career progress as the glass ceiling. Employers need to eliminate the 
barriers that impede women’s career progress. Some specific steps include the following.

Eliminate Institutional Barriers: Many practices (such as required late-night meet-
ings) may seem gender-neutral but in fact disproportionately affect women.

Improve Networking and Mentoring: To improve female employees’ networking 
opportunities, Marriott International instituted a series of leadership conferences 
for women. Speakers offered practical tips for career advancement, and shared their 
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experiences. More important, the conferences provided informal opportunities—
over lunch, for instance—for the Marriott women to meet and forge business 
relationships.

Break the Glass Ceiling: Eliminating glass ceiling barriers requires more than an
order from the CEO, because the problem is usually systemic. As one expert puts it, 
“The roots of gender discrimination are built into a platform of work practices, cul-
tural norms and images that appear unbiased. . . . People don’t even notice them, let 
alone question them.” These range from the late meetings mentioned earlier to golf 
course memberships.

Adopt Flexible Career Tracks: Inflexible promotional ladders (such as “You must 
work eight years of 50-hour weeks to apply for partner”) can put women—who of-ff
ten have more responsibility for child-raising chores—at a disadvantage. In many 
large accounting firms, men are therefore more likely than women to have put in the 
continuous dozen or so years someone normally needs to become eligible for part-
ner. 81 One solution is to institute career tracks (including reduced hours and more
flexible year-round work schedules) that enable women to periodically reduce their
time at work, but remain on a partner track. For example, when the accounting firm
Deloitte & Touche noticed it was losing good female auditors, it instituted a new 
flexible/reduced work schedule. This enabled many working mothers who might
otherwise have left to stay with the firm.82

Managing Transfers
A transfer is a move from one job to another, usually with no change in salary or grade. 
Employers may transfer a worker to vacate a position where he or she is no longer 
needed, to fill one where he or she is needed, or more generally to find a better fit for the 
employee. Many firms today boost productivity by consolidating positions. Transfers are 
a way to give displaced employees a chance for another assignment or, perhaps, some 
personal growth. Employees seek transfers for many reasons, including more interest-
ing jobs, greater convenience—better hours, location of work, and so on—or to jobs
offering greater advancement possibilities. Some promotions and job transfers require 
the employee to move to a new locale. In this case, the “transfer” is physical. Here the 
employee may have to consider not just the job but also the effects of the transfer on his
or her family.

Managing Retirements
For many employees, years of appraisals and career planning end with retirement.

Retirement planning is a significant long-term issue for employers. In the United 
States, the number of 25- to 34-year-olds is growing slowly, and the number of 35- to
44-year-olds is declining. So, with many employees in their 50s and 60s moving toward 
traditional retirement age, a shortage of talented workers caused by retirements is a 
looming threat; however, many employees have focused less on this longer-term threat 
than on the need for shorter-term downsizings to cut costs.83

Many have wisely chosen to fill their staffing gaps in part with current or soon-to-be 
retirees. Fortuitously, 78% of employees in one survey said they expect to continue work-
ing in some capacity after normal retirement age (64% want to do so part time). Only 
about a third said they plan to continue work for financial reasons; about 43% said they 
just wanted to remain active.84

The bottom line is that “retirement planning” is no longer just for helping current
employees slip into retirement.85 It can also enable the employer to retain, in some capac-
ity, the skills of those who would normally retire and leave the firm.

A reasonable first step is to conduct numerical analyses of pending retirements. This 
should include a demographic analysis (including a census of the company’s employees), 
a determination of the average retirement age for the company’s employees, and a review 
of how retirement is going to affect the employer’s health care and pension benefits. The 
employer can then determine the extent of the “retirement problem,” and take fact-based 
workforce planning steps to address it.86

transfer
Reassignments to similar positions in 
other parts of the firm.
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Methods

Employers seeking to attract and/or retain retirees need to take several steps. The gen-
eral idea is to institute human resource policies that encourage and support older work-
ers. Not surprisingly, studies show that employees who are more committed and loyal 
to the employer are more likely to stay beyond their normal retirement age.87 This of-ff
ten starts by creating a culture that honors experience. For example, the CVS phar-
macy chain knows that traditional recruiting media such as help-wanted signs might 
not attract older workers; CVS thus works through the National Council on Aging, 
city agencies, and community organizations to find new employees. CVS also made it 
clear that they welcome older workers: “I’m too young to retire. [CVS] is willing to hire
older people. They don’t look at your age but your experience,” said one dedicated older 
worker.88 Others modify selection procedures. For example, one British bank stopped 
using psychometric tests, replacing them with role-playing exercises to gauge how can-
didates deal with customers.

Employers have various options for retaining older workers. These include offering 
them part-time positions, hiring them as consultants or temporary workers, offering 
them flexible work arrangements, encouraging them to work past traditional retire-
ment age, providing training to upgrade skills, and instituting a phased retirement pro-
gram. The latter lets older workers ease into retirement with gradually reduced work 
schedules.89

MANAGING DISMISSALS
Not all employee separations are voluntary. Some career plans and appraisals end not in
promotion or graceful retirement but in dismissal—involuntary termination of an em-
ployee’s employment with the firm. The best way to “handle” such involuntary turnover
is to avoid it in the first place, when possible. For example, many dismissals start with 
bad hiring decisions. Using assessment tests, reference and background checks, drug 
testing, and clearly defined jobs can reduce the need for dismissals.90

KNOW YOUR EMPLOYMENT LAW

Termination at Will

For more than 100 years, the prevailing rule in the United States has been that without 
an employment contract, either the employer or the employee can terminate at will the
employment relationship. In other words, the employee could resign for any reason, at
will, and the employer could similarly dismiss an employee for any reason, at will. Today,
however, dismissed employees increasingly take their cases to court, and in many cases 
employers are finding that they no longer have a blanket right to fire. ■

Termination-at-Will Exceptions

Three main protections against wrongful discharge eroded the termination-at-will 
doctrine—statutory exceptions, common law exceptions, and public policy exceptions.

First, statutory exceptions include federal and state equal employment and workplace
laws that prohibit certain dismissals. For example, Title VII of the Civil Rights Act 
of 1964 prohibits discharging employees based on race, color, religion, sex, or
national origin.91

Second, numerous common law exceptions exist. Courts create these exceptions 
based on precedents. For example, courts have held that employee handbooks 
promising termination only “for just cause” may create an exception to the 
at-will rule.92

Finally, under the public policy exception, courts have held a discharge to be
wrongful when it was against a well-established public policy. Thus a public policy 
exception might prohibit an employer from firing an employee for refusing to 
break the law.

LEARNING OBJECTIVE 6
Explain the factors you 
would consider when 
dismissing an employee.
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dismissal
Involuntary termination of an em-
ployee’s employment with the firm.

terminate at will
The idea, based in law, that the em-
ployment relationship can be termi-
nated at will by either the employer 
or the employee for any reason.
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 Watch It
How would an attorney actually guide a client when it comes to dismissals? If 
your professor has chosen to assign this, go to www.mymanagementlab.com
to watch the video Employee Engagement (PTC) and then answer the questions 
to show what you’d do in this situation.

Grounds for Dismissal
There are four bases for dismissal: unsatisfactory performance, misconduct, lack of qual-
ifications for the job, and changed requirements of (or elimination of) the job.

Unsatisfactory performance refers to a persistent failure to perform assigned du-
ties or to meet prescribed standards on the job.93 Specific reasons include excessive 
absenteeism; tardiness; a persistent failure to meet normal job requirements; or an 
adverse attitude toward the company, supervisor, or fellow employees.

Misconduct is deliberate and willful violation of the employer’s rules and may 
include stealing, rowdy behavior, and insubordination.

Lack of qualifications for the job is an employee’s inability to do the assigned work, al-
though he or she is diligent. Because this employee may be trying to do the job, it is rea-
sonable to try to salvage him or her—perhaps by assigning the employee to another job.

Changed requirements of the job is an employee’s incapability of doing the job after
the nature of the job has changed. Similarly, you may have to dismiss an employee 
when his or her job is eliminated. Again, the employee may be industrious, so it is
reasonable to retrain or transfer this person, if possible.

Insubordination, a form of misconduct, is sometimes the grounds for dismissal. 
The two basic categories of insubordination are unwillingness to carry out the manager’s 
orders, and disrespectful behavior toward the manager. (This assumes that the orders 
were legitimate, and that the manager did not incite the reaction through his or her own 
extreme behavior.) Examples of insubordination include:94

• Direct disregard of the boss’s authority

• Direct disobedience of, or refusal to obey, the boss’s orders, particularly in front
of others

• Deliberate defiance of clearly stated company policies, rules, regulations, and 
procedures

• Public criticism of the boss

• Blatant disregard of reasonable instructions

• Contemptuous display of disrespect

• Disregard for the chain of command

• Participation in (or leadership of) an effort to undermine and remove the boss 
from power

Dismissals are never easy. However, the manager can take steps to make them fair.95

First, allow the employee to explain why he (or she) did what he did. It could turn 
out, for instance, that the employee “disobeyed” the order because he or she did not 
understand it. Similarly, people who get full explanations of why and how termina-
tion decisions were made “were more likely to perceive their layoff as fair . . . and 
indicate that they did not wish to take the past employer to court.”

Second, have a formal multistep procedure (including warning) and an appeal process.

Third, the person who actually does the dismissing is important. Employees in one study g
whose managers informed them of an impending layoff viewed the dismissal fairer 
than did those told by, say, a human resource manager. Some employers take a less 
diplomatic approach. About 10% of respondents in one survey said they’ve used e-mail 
to fire employees.96 When JCPenney dismissed thousands of employees in 2012, 
many were fired in groups of a few dozen to over 100 in an auditorium.97 Use the right 
person, and do the dismissal humanely.

insubordination
Willful disregard or disobedience
of the boss’s authority or legitimate 
orders.

http://www.mymanagementlab.com
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Fourth, dismissed employees who feel they’ve been treated unfairly financially are 
more likely to sue. Many employers use severance pay to blunt a dismissal’s sting.y
Figure 9.5 summarizes typical severance policies.

Avoiding Wrongful Discharge Suits
Wrongful discharge occurs when an employee’s dismissal does not comply with the law 
or with the contractual arrangement stated or implied by the firm via its employment ap-
plication forms, employee manuals, or other promises. (In a constructive discharge claim,
the plaintiff argues that he or she quit, but had no choice because the employer made the
situation so intolerable at work.98) The time to protect against such suits is before the 
manager errs and suits are filed.

Protecting against wrongful discharge suits requires two things: following proce-
dural steps, and fairness safeguards. First lay the groundwork to help avoid such suits. 
Procedural steps include:99

• Have applicants sign the employment application. Make sure it contains a state-
ment that “the employer can terminate at any time.”

• Review your employee manual to delete statements that could undermine your
defense in a wrongful discharge case. For example, delete “employees can be termi-
nated only for just cause.”

• Have written rules listing infractions that may require discipline and discharge.

• If a rule is broken, get the worker’s side of the story in front of witnesses, and pref-ff
erably get it signed. Then check out the story.

• Be sure that employees get a written appraisal at least annually. If an employee 
shows evidence of incompetence, give that person a warning. Provide an opportu-
nity to improve.

• Keep careful confidential records of all actions such as employee appraisals, warn-
ings or notices, and so on.

• Finally, ask the questions in Figure 9.6.

Supervisor Liability
Courts sometimes hold managers personally liable for their supervisory actions.100 For
example, the Fair Labor Standards Act defines employer to include “any person acting r
directly or indirectly in the interest of an employer in relation to any employee.” This can 
mean the individual supervisor.

Steps to Take

There are several ways to avoid having personal liability become an issue.

• Follow company policies and procedures. An employee may initiate a claim against 
a supervisor who he or she alleges did not follow policies and procedures.

• Administer the discipline in a manner that does not add to the employee’s 
emotional hardship (as would having them publicly collect their belongings and
leave the office).

FIGURE 9.5
Median Weeks 
of Severance Pay 
by Job Level

Source: “Severance Pay: Current 
Trends and Practices,” from 
Culpepper Compensation 
Surveys & Services website, 
July 2007. Copyright © 2012
Culpepper and Associates, Inc.
All Rights Reserved. Reprinted 
with permission.

SEVERANCE
CALCULATION
METHOD

MEDIAN WEEKS OF SEVERANCE

EXECUTIVES MANAGERS PROFESSIONALS

Fixed 26

VARIABLE AMOUNT BY EMPLOYMENT TENURE

1 year

3 years

5 years

10 years

15 years

Maximum

4

7

10

20

26

39

6

2

5

7

12

16

26

10

4

2

5

7

15

24

wrongful discharge
An employee dismissal that does 
not comply with the law or does 
not comply with the contractual ar-
rangement stated or implied by the 
firm via its employment application 
forms, employee manuals, or other 
promises.
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• Do not act in anger, since doing so undermines the appearance of objectivity.

• Finally, utilize the HR department for advice regarding how to handle difficultt
disciplinary matters. The following Management Skills feature shows how to
handle the termination interview.

Building Your Management Skills:
Managing the Termination Interview

Dismissing an employee is one of the most difficult tasks you can face at work.101 The
dismissed employee, even if warned many times in the past, may still react with dis-
belief or even violence. Guidelines for the termination interview itself are as follows:w

1. Plan the interview carefully. According to experts at Hay Associates, this includes:
• Make sure the employee keeps the appointment time.
• Never inform an employee over the phone.
• Allow 10 minutes as sufficient time for the interview.
• Use a neutral site, not your own office.
• Have employee agreements, the human resource file, and a release announcement 

prepared in advance.
• Be available at a time after the interview in case questions or problems arise.
• Have phone numbers ready for medical or security emergencies.

2. Get to the point. As soon as the employee enters your office, give the person
a moment to get comfortable and then inform him or her of your decision.

3. Describe the situation. Briefly, in three or four sentences, explain why the per-
son is being let go. For instance, “Production in your area is down 4%, and we 
are continuing to have quality problems. We have talked about these problems 
several times in the past three months, and the solutions are not being followed 
through on. We have to make a change.” Don’t personalize the situation by say-
ing things like “Your production is just not up to par.” Also, emphasize that the 
decision is final and irrevocable. Preserving the employee’s dignity is crucial.102

4. Listen. Continue the interview until the person appears to be talking freely and 
reasonably calmly.

5. Review the severance package. Describe severance payments, benefits, access to of-ff
fice support people, and the way references will be handled. However, under no con-
ditions make any promises or benefits beyond those already in the support package.

6. Identify the next step. The terminated employee may be disoriented and unsure what
to do next. Explain where the employee should go next, upon leaving the interview.

termination interview
The interview in which an employee 
is informed of the fact that he or she 
has been dismissed.
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FIGURE 9.6
Questions to Ask before Making the Dismissal Final

Source: Personal Law, 4th Edition, by Kenneth L. Sovereign. Copyright © 1999 by Pearson Education, Inc. Reprinted by permission 
of Pearson Education, Inc., Upper Saddle River, New Jersey.

Is the employee covered by any type of written agreement, including a collective bargaining agreement? 

Is a defamation claim likely? 

Is there a possible discrimination allegation? 

Is there any workers’ compensation in’ volvement? 

Have reasonable rules and regulations been communicated and enforced? 

Has the employee been given an opportunity to explain any rule violations or to correct poor performance? 

Have all monies been paid within 24 hours after separation?

Has the employee been advised of his or her rights under COBRA?
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Outplacement Counseling

With outplacement counseling the employer arranges for an outside firm to provide g
terminated employees with career planning and job search skills. Outplacement firms
usually provide the actual outplacement services. Employees (usually managers or pro-
fessionals) who are let go typically have office space and secretarial services they can use 
at local offices of such firms, plus the counseling services. The outplacement counseling 
is part of the terminated employee’s support or severance package.

Exit Interview

Many employers conduct exit interviews with employees leaving the firm. These are in-
terviews, usually conducted by a human resource professional just prior to the employee 
leaving, that elicit information with the aim of giving employers insights into their com-
panies. Exit interview questions include: How were you recruited? Was the job presented
correctly and honestly? What was the workplace environment like? What was your super-
visor’s management style like? What did you like most/least about the company?103 Women 
and minorities are more likely to quit early in their employment, so this is one issue for 
which to watch.104

The assumption is that because the employee is leaving, he or she will be candid. 
However, the information one gets is likely to be questionable.105 Researchers found
that at the time of separation, 38% of those leaving blamed salary and benefits, and 4%
blamed supervision. Followed up 18 months later, 24% blamed supervision and 12%
blamed salary and benefits.

Getting to the real issues may thus require digging. Yet these interviews can be use-
ful. When Blue Cross of Northeastern Pennsylvania laid off employees, many said, in 
exit interviews, “This is not a stable place to work.” The firm took steps to correct that 
misperception for those who stayed with Blue Cross.

The Exit Process

The exit interview is just one part of a rational exit process. The employer should fol-
low a checklist. It should ensure, for example, that the employee returns all keys and 
company equipment, that all computer and database password access is terminated, 
that proper communications are sent internally (for instance, to other employees if 
appropriate, and to payroll) and externally, that the employee leaves the premises in a
timely fashion, and that if necessary precautions are followed to ensure security.

Layoffs and the Plant Closing Law
Nondisciplinary separations may be initiated by either employer or employee. For the 
employer, reduced sales or profits or the desire for more productivity may require layoffs. 
Employees (as we’ve seen) may leave for better jobs, to retire, or for other reasons. The
Worker Adjustment and Retraining Notification Act (WARN Act, or the plant closing 
law) requires employers of 100 or more employees to give 60 days’ notice before closing 
a facility or starting a layoff of 50 or more people.106

A layoff, in which the employer sends workers home for a time for lack of work, is ff
usually not a permanent dismissal (although it may turn out to be). Rather, it is a tempo-
rary one, which the employer expects will be short term. However, some employers use 
the term layoff as a euphemism for discharge or termination. In the deep recession years f
of 2008 and 2009 combined, employers carried out a total of about 51,000 mass layoffs, 
idling over 5 million workers.107

The Layoff Process

A study illustrates one firm’s layoff process. In this company, senior management first
met to make strategic decisions about the size and timing of the layoffs. They also de-
bated the relative importance of the skills the firm needed going forward. Supervisors
then assessed their subordinates, rating their nonunion employees either A, B, or C 
(union employees were covered by a union agreement making layoffs dependent on
seniority). The supervisors then informed each of their subordinates about his or her 
A, B, or C rating, and told each that those with C grades were designated “surplus” and 
most likely to be laid off.108

outplacement counseling
A systematic process by which a 
terminated person is trained and 
counseled in the techniques of 
self-appraisal and securing a new 
position.

exit interviews
Interviews conducted by the em-
ployer immediately prior to the em-
ployee leaving the firm with the aim 
of better understanding what the 
employee thinks about the company.

layoff
A situation in which employees are 
told there is no work for them but 
that management intends to recall 
them when work is again available.



308   PART 3 • TRAINING AND HUMAN RESOURCE DEVELOPMENT 

Adjusting to Downsizings and Mergers
Downsizing means reducing, usually dramatically, the number of people employed by a g
firm. The basic idea is to cut costs and raise profitability. Downsizings (some call them “pro-
ductivity transformation programs”109) require careful consideration of several matters.

1. One is to make sure the right people are let go; this requires having an effective
appraisal system in place.

2. Second is compliance with all applicable laws, including WARN.
3. Third is ensuring that the employer executes the dismissals in a manner that is just 

and fair.
4. Fourth is the practical consideration of security, for instance, retrieving keys and

ensuring that those leaving do not take any prohibited items with them.
5. Fifth is to reduce the remaining employees’ uncertainty and to address their concerns. y

This typically involves a post-downsizing announcement and program, including
meetings where senior managers field questions from the remaining employees.

Downsizings aren’t pleasant but needn’t be unfair. Providing advanced notice regarding 
the layoff can help cushion the otherwise negative effects. So can interpersonal sensi-
tivity (in terms of the manager’s demeanor during layoffs).110 Dismissals and turnover
are particularly disruptive in high-performance-work-system-type firms such as Toyota 
Motor.111 Therefore, it may be particularly important here to cut costs without reducing
the workforce. Options here include pay freezes or cuts; introduce a hiring freeze before 
reducing the workforce; provide candid communications about the need for the down-
sizing; give employees an opportunity to express their opinions about the downsizing; 
and be fair and compassionate in implementing the downsizing.112

downsizing
Refers to the process of reducing, 
usually dramatically, the number of 
people employed by the firm.

Review

SUMMARY

1. Employees ultimately need to take responsibility for 
their own careers, but employers and managers should 
also understand what career management methods 
are available. These include establishing company-
based career centers, offering career planning work-
shops, providing employee development budgets, and
offering online career development workshops and
programs. Perhaps the simplest and most direct is to
make the appraisal itself career-oriented, insofar as the
appraisal feedback is a link to the employee’s aspira-
tions and plans. Supervisors can play a major role in
their employee’s career development.

2. Getting employees to do better requires improving 
your coaching skills. Ideally, the coaching process in-
volves preparation (in terms of analyzing the issues), 
planning (development of an improvement plan), 
active coaching, and follow-up. Effective mentors set 
high standards, invest the time, steer protégés into 

important projects, and exhibit professional compe-
tence and consistency.

3. Managing voluntary turnover requires identifying
its causes and then addressing them. A compre-
hensive approach to retaining employees should 
be multifaceted, and include improved selection, a
well-thought-out training and career development 
program, assistance in helping employees lay out
potential career plans, providing employees with 
meaningful work and recognition and rewards, pro-
moting work–life balance, acknowledging employees’
achievements, and providing all this within a sup-
portive company culture.

4. The employer’s career planning and development
process can play a role in fostering employee engage-
ment. As we’ve seen, it is through this process that 
the employer supports the employee’s efforts to test
and develop viable career goals, and to develop the 

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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skills and experiences that accomplishing those goals
requires. Managed effectively, the employer’s career 
development process should send the signal that the 
employee cares about the employee’s career success.

5. Several decisions loom large in any firm’s promotion
process: Is seniority or competence the rule? How 
should we measure competence? Is the process for-
mal or informal? and, Vertical, horizontal, or other? 
In general, the employer’s promotion processes must
comply with all the same antidiscrimination laws as 

do procedures for recruiting and selecting employees 
or any other HR actions.

6. Among the reasons for dismissal are unsatisfactory 
performance, misconduct, lack of qualifications, 
changed job requirements, and insubordination. 
In dismissing one or more employees, however, 
remember that termination at will as a policy has
been weakened by exceptions in many states, and 
that care should be taken to avoid wrongful dis-
charge suits.

KEY TERMS

career 283
career management 283
career development 283
career planning 283
reality shock 285
coaching 290
mentoring 290
9-box matrix 300
transfer 302

dismissal 303
terminate at will 303
insubordination 304
wrongful discharge 305
termination interview 306
outplacement counseling 307
exit interviews 307
layoff 307
downsizing 308

 Try It
How would you do in managing your own career? If your professor has chosen 
to assign this, go to www.mymanagementlab.com and complete the career 
management simulation.

DISCUSSION QUESTIONS

9-1. Why is it advisable for an employee retention 
effort to be comprehensive? To what extent does 
IBM’s on-demand program fit that description, 
and why?

9-2. Explain why employee engagement is important, 
and how to foster such engagement. What 
exactly would you as a supervisor do to increase
your employees’ engagement?

9-3. What is the employee’s role in the career
development process? The manager’s role? The
employer’s role?

9-4. List and discuss the four steps in effectively 
coaching an employee. How could (and would) 
a professional football coach apply these steps?

9-5. Discuss at least four procedural suggestions for 
managing dismissals effectively.

9-6. Is it advantageous to take a talent management
approach to managing employee retention? Why 
or why not?

9-7. What would you as a supervisor do to avoid 
someone accusing you of wrongful dismissal?
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INDIVIDUAL AND GROUP ACTIVITIES

9-8. Many rightfully offer IBM as an example of an 
employer that works hard to improve employee 
retention and engagement. Browse through 
the employment pages of IBM.com’s website
(for instance, go to www.ibm.com; then click at 
the bottom Job Seekers, then Why IBM, then
Build the Career Your Want). In this chapter, we 
discussed actions employers can take to improve

employee retention and engagement. From the 
information on IBM’s web pages, what is IBM 
doing to support retention and engagement?

9-9. In groups of four or five students, meet with one
or two administrators and faculty members in 
your college or university and, based on this,
write a two-page paper on the topic “the faculty 
promotion process at our college.” What do you 

http://www.mymanagementlab.com
http://www.ibm.com
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think of the process? Based on our discussion in
this chapter, could you make any suggestions for
improving it?

9-10. Working individually or in groups, choose two
occupations (such as management consultant, 
HR manager, or salesperson) and use sources
such as O*Net to size up the future demand for
this occupation in the next 10 years or so. Does 
this seem like a good occupation to pursue? Why 
or why not?

9-11. In groups of four or five students, interview a
small business owner or an HR manager with
the aim of writing a two-page paper addressing 
the topic “steps our company is taking to reduce 
voluntary employee turnover.” What is this 
employer’s turnover rate now? How would you 
suggest it improve its turnover rate?

9-12. The PHR and SPHR Knowledge Base appendix 
at the end of this book (pp. 515–523) lists the
knowledge someone studying for the HRCI 
certification exam needs to have in each area 
of human resource management (such as in
Strategic Management, Workforce Planning, and 
Human Resource Development). In groups of 
four to five students, do four things: (1) review 
that appendix now; (2) identify the material
in this chapter that relates to the required 
knowledge the appendix lists; (3) write four 
multiple-choice exam questions on this material
that you believe would be suitable for inclusion
in the HRCI exam; and (4) if time permits, 
have someone from your team post your team’s 

questions in front of the class, so the students 
in other teams can take each others’ exam 
questions.

9-13. Several years ago, a survey of college graduates
in the United Kingdom found that although 
many hadn’t found their first jobs, most were 
already planning “career breaks” and to keep up
their hobbies and interests outside work.113 Part 
of the problem seems to be that many already 
see their friends “putting in more than 48 hours 
a week” at work. Career experts reviewing the 
results concluded that many of these recent 
college grads “are not looking for high-pay, high-
profile jobs anymore.”114 Instead, they seem to be
looking to “compartmentalize” their lives. They 
want to keep the number of hours they spend at
work down, so they can maintain their hobbies
and outside interests. If you were mentoring one
of these people at work, what three bits of career
advice would you give him or her? Why? What
(if anything) would you suggest their employers
do to accommodate these graduates’ stated 
career wishes?

9-14. Websites such as Sporting News occasionally run
a story listing what they call the greatest coaches 
(for example, key greatest coaches into Google
search).115 Look at this list, and pick out two of 
the names. Then research these people online
to determine what behaviors they exhibited that
seem to account for why they were great coaches.
How do these behaviors compare with what this
chapter had to say about effective coaching?
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MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

9-15. Why is it important to manage employee dismissals properly?

9-16. What are the main decisions employers should address in reaching promo-

tion decisions?

vehicles. In April 2011, electric car sales in France were up
to 187 registrations. Goelectrix imports cars from Italy, small
off-road vehicles from Spain, and scooters from the Neth-
erlands and China, with exclusive rights to market  all these
products in southern France.

Goelectrix employs 5 to 10 people a year, including a sales
force of 4 individuals. The salespersons are compensated ac-
cording to the number of direct sales made and potential 
accounts created within the regional business community. 

Today, France has a minimal “hire-and-fire” culture, and the
French government strengthened the entrepreneurial relation-
ship between employers and employees by enacting new legisla-
tion. Self-employment is now possible without red-tape hurdles 
or financial constraints like paying fixed taxes based on previ-
ously declared incomes. A self-employed individual is known as
“L’autoentrepreneur”—a self-employed entrepreneur, or “SEE.” 

Goelectrix, a small start-up in the south of France, began 
as a response to a potential increase in demand for electric 

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Goelectrix
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The Career Planning Program

Career planning has always been a pretty low-priority item 
for Carter Cleaning, since “just getting workers to come to 
work and then keeping them honest is enough of a problem,” 
as Jack likes to say. Yet Jennifer thought it might not be a
bad idea to give some thought to what a career-planning pro-
gram might involve for Carter. Many of their employees had 
been with them for years in dead-end jobs, and she frankly 
felt a little badly for them: “Perhaps we could help them gain 
a better perspective on what they want to do,” she thought. 
And she definitely believed that career support would have
an effect on improving Carter’s employee retention.

Questions
9-19. What would be the advantages to Carter Cleaning

of setting up a career planning program?
9-20. Who should participate in the program? All

employees? Selected employees?
9-21. Outline and describe the career development

program you would propose for the cleaners,
pressers, counter people, and managers at the
Carter Cleaning Centers.

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company

EXPERIENTIAL EXERCISE
Where Am I Going . . . and Why?

Purpose: The purpose of this exercise is to provide you 
with experience in analyzing your career preferences.

Required Understanding: Students should be thoroughly 
familiar with the section “The Employee’s Role in Career 
Management” in this chapter, as well as using O*Net (which 
we discussed in Chapter 4), and this chapter’s appendix.

How to Set Up the Exercise/Instruction: Using O*Net 
and our section titled “The Employee’s Role in Career 
Management,” and this chapter’s appendix, analyze
your career-related inclinations (you can also take the
self-directed search for about $10 at www.self-directed-
search.com). Based on this analysis, answer the following 

questions (if you wish, you may do this analysis in 
teams of three or four students).

9-22.  What does your research suggest to you about what
would be your preferable occupational options?

9-23. What are the prospects for these occupations?
9-24.  Given these prospects and your own occupa-

tional inclinations, outline a brief, one-page 
career plan for yourself, including current 
occupational inclinations, career goals, and an 
action plan listing four or five development
steps you will need to take in order to get from 
where you are now career-wise to where you
want to be, based on your career goals.
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9-18. Is it possible for a small company to manage talent
in a difficult economic context? Based on what you
have studied in this chapter, explain how you think 
this can be achieved.

Sources: Le Portail des Auto-Entrepreneurs, www.lautoentrepreneur
.fr/, accessed November 25, 2011; Goelectrix, www.goelectrix.com/, 
accessed November 25, 2011; interview with S. Calvo, Goelectrix 
accountant, accessed October 26, 2010; and AutoblogGreen, 
www.green.autoblog.com/2011/05/12/incentivesspark-electric-
vehicle-sales-in-france/, accessed November 25, 2011.

The main advantage of Goelectrix’s use of SEEs is being able
to respond quickly when matching qualified individuals with
seasonal demand, which is when numerous clients have to
manage an increasing number of customers. It reduces ad-
ministrative costs accrued because SEEs invoice their ser-
vices but manage their own pay.

Questions
9-17. To what extent would SEEs in small companies, 

like Goelectrix, reduce full-time employee engage-
ment? Justify your answer.

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

ENDNOTES

http://www.pearsonglobaleditions.com/Dessler
www.lautoentrepreneur.fr/
www.lautoentrepreneur.fr/
www.goelectrix.com/
www.green.autoblog.com/2011/05/12/incentivesspark-electricvehicle-sales-in-france/
www.green.autoblog.com/2011/05/12/incentivesspark-electricvehicle-sales-in-france/
www.self-directedsearch.com
www.self-directedsearch.com
www.pearsonglobaleditions.com/Dessler
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The individual must be responsible for creating and man-
aging his or her own career. And, in today’s job market-
place, knowing how to find and get a job is crucial.

MAKING CAREER CHOICES
Many people don’t put much thought into their careers.
Some choose majors based on class scheduling prefer-
ences, favorite professors, or unstated psychological mo-
tives. Others stumble into jobs because “that’s all that 
was available.” If there was ever anything that cried out 
for fact-based decisions, it is choosing your career. The 
first and essential step here is to learn as much as possible 
about your interests, aptitudes, and skills.

Identify Your Occupational Orientation
Career-counseling expert John Holland says that person-
ality (including values, motives, and needs) is one career 
choice determinant. For example, a person with a strong
social orientation might be attracted to careers that entail 
interpersonal rather than intellectual or physical activities 
and to occupations such as social work. Based on research 
with his Vocational Preference Test (VPT), Holland found 
six basic personality types or orientations (see www
.self-directed-search.com).117

1. Realistic orientation. These people are attracted to 
occupations that involve physical activities requiring 
skill, strength, and coordination. Examples include 
forestry, farming, and agriculture.

2. Investigative orientation. Investigative people are
attracted to careers that involve cognitive activities 
(thinking, organizing, understanding) rather than
affective activities (feeling, acting, or interpersonal 
and emotional tasks). Examples include biologist, 
chemist, and college professor.

3. Social orientation. These people are attracted to ca-
reers that involve interpersonal rather than intellec-
tual or physical activities. Examples include clinical 
psychology, foreign service, and social work.

4. Conventional orientation. A conventional orien-
tation favors careers that involve structured, rule-
regulated activities, as well as careers in which it is 
expected that the employee subordinate his or her 
personal needs to those of the organization. Exam-
ples include accountants and bankers.

5. Enterprising orientation. Verbal activities aimed
at influencing others characterize enterprising per-
sonalities. Examples include managers, lawyers, and
public relations executives.

Chapter 9 Appendix:  
Managing Your Career and Finding a Job

6. Artistic orientation. People here are attracted to 
careers that involve self-expression, artistic creation, 
expression of emotions, and individualistic activities.
Examples include artists, advertising executives, and
musicians.

Most people have more than one occupational orien-
tation (they might be social, realistic, and investigative, for 
example), and Holland believes that the more similar or
compatible these orientations are, the less internal conflict 
or indecision a person will face in making a career choice. 
To help illustrate this, Holland suggests placing each ori-
entation in one corner of a hexagon, as in Figure 9A.1. 
As you can see, the model has six corners, each of which
represents one personal orientation (for example, enter-
prising). According to Holland’s research, the closer two
orientations are in this figure, the more compatible they 
are. If your number-one and number-two orientations fall 
side by side, you will have an easier time choosing a ca-
reer. You can take Holland’s SDS online for a small fee (see 
www.self-directed-search.com).

Identify Your Skills
You may have a conventional orientation, but whether
you have the skills to be an accountant, banker, or credit 
manager will largely determine which occupation you
ultimately choose. Therefore, you have to identify your 
skills. We presented some exercises for this earlier in this 
chapter, on page 285.

Aptitudes and Special Talents
For career planning purposes, a person’s aptitudes are usu-
ally measured with a test battery such as the general apti-
tude test battery (GATB), which most state one-stop career

FIGURE 9A.1
Choosing an Occupational Orientation

Enterprising
(E)

Social
(S)

Realistic
(R)

Investigative
(I)

Artistic
(A)

Conventional
(C)
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centers make available. This instrument measures various 
aptitudes including intelligence and mathematical ability. 
You can also use specialized tests, such as for mechanical 
comprehension. Holland’s Self-Directed Search will also
provide some insights into your aptitudes, as will O*NET.118

O*NET
O*NET offers a free online “My Next Move” occupa-
tion and career assessment system (www.onetcenter.org/
mynextmove.html). It includes O*NET Interest Profiler, a 
tool that offers customized career suggestions on over 900 
different careers based on a person’s interests and level of 
education and work experience. Users obtain important 
information including skills, tasks, salaries, and employ-
ment outlook for occupations.119

Identify Your Career Anchors
Edgar Schein says that career planning is a continuing
process of discovery—one in which a person slowly devel-
ops a clearer occupational self-concept in terms of what
his or her talents, abilities, motives, needs, attitudes, and 
values are. Schein also says that as you learn more about
yourself, it becomes apparent that you have a dominant 
career anchor, a concern or value that you will not give up
if a [career] choice has to be made.

Career anchors, as their name implies, are the pivots 
around which a person’s career swings; a person becomes
conscious of them because of learning, through experience, 
about his or her talents and abilities, motives and needs, and at-
titudes and values. Based on his research at the Massachusetts 
Institute of Technology, Schein believes that career anchors 
are difficult to predict because they are evolutionary and a
product of a process of discovery. Some people may never
find out what their career anchors are until they have to 
make a major choice—such as whether to take the promo-
tion to the headquarters staff or strike out on their own by 
starting a business. It is at this point that all the person’s 
past work experiences, interests, aptitudes, and orientations 
converge into a meaningful pattern that helps show what 
(career anchor) is the most important factor in driving the 
person’s career choices. Based on his study of MIT gradu-
ates, Schein identified five career anchors.120

Technical/Functional Competence
People who had a strong technical/functional career an-
chor tended to avoid decisions that would drive them to-
ward general management. Instead, they made decisions 
that would enable them to remain and grow in their cho-
sen technical or functional fields.

Managerial Competence
Other people showed a strong motivation to become 
managers and their career experience enabled them to
believe they had the skills and values required. A manage-
ment position of high responsibility is their ultimate goal. 
When pressed to explain why they believed they had the 

skills necessary to gain such positions, many in Schein’s 
research sample answered that they were qualified be-
cause of what they saw as their competencies in a com-
bination of three areas: (1) analytical competence (ability 
to identify, analyze, and solve problems under conditions
of incomplete information and uncertainty); (2) inter-
personal competence (ability to influence, supervise, lead,
manipulate, and control people at all levels); and (3) emo-
tional competence (the capacity to be stimulated by emo-
tional and interpersonal crises rather than exhausted or 
debilitated by them, and the capacity to bear high levels of 
responsibility without becoming paralyzed).

Creativity
Some of the graduates had become successful entrepre-
neurs. To Schein these people seemed to have a need “to
build or create something that was entirely their own
product—a product or process that bears their name, a 
company of their own, or a personal fortune that reflects 
their accomplishments.” For example, one graduate had
become a successful purchaser, restorer, and renter of 
townhouses.

Autonomy and Independence
Some seemed driven by the need to be on their own, free 
of the dependence that can arise when a person elects to 
work in a large organization where promotions, trans-
fers, and salary decisions make them subordinate to oth-
ers. Many of these graduates also had a strong technical/
functional orientation. Instead of pursuing this orientation 
in an organization, they had decided to become consul-
tants, working either alone or as part of a relatively small
firm. Others had become professors of business, freelance 
writers, and proprietors of a small retail business.

Security
A few of the graduates were mostly concerned with long-
run career stability and job security. For those interested 
in geographic security, maintaining a stable, secure career 
in familiar surroundings was generally more important 
than pursuing superior career choices, if choosing the lat-
ter meant injecting instability or insecurity into their lives
by forcing them to pull up roots and move to another city.
For others, security meant organizational security. They 
might today opt for government jobs, where tenure still 
tends to be a way of life. They were much more willing to 
let their employers decide what their careers should be.

Assessing Career Anchors
To help you identify career anchors, take a few sheets of 
blank paper and write out your answers to the following 
questions:121

1. What was your major area of concentration (if any)
in high school? Why did you choose that area? How 
did you feel about it?
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2. What is (or was) your major area of concentration in
college? Why did you choose that area? How did you 
feel about it?

3. What was your first job after school? (Include mili-
tary if relevant.) What were you looking for in your 
first job?

4. What were your ambitions or long-range goals 
when you started your career? Have they changed? 
When? Why?

5. What was your first major change of job or com-
pany? What were you looking for in your next job?

6. What was your next major change of job, company,
or career? Why did you initiate or accept it? What 
were you looking for? (Do this for each of your major 
changes of job, company, or career.)

7. As you look back over your career, identify some
times you have especially enjoyed. What was it about 
those times that you enjoyed?

8. As you look back, identify some times you have not 
especially enjoyed. What was it about those times 
you did not enjoy?

9. Have you ever refused a job move or
promotion? Why?

10. Now review all your answers carefully, as well as the 
descriptions for the five career anchors (technical/
functional competence, managerial competence, 
creativity and independence, autonomy, security). 
Based on your answers to the questions, rate, for 
yourself, each of the anchors from 1 to 5. 1 equals 
low importance, 5 equals high importance.

Technical/functional competence _____

Managerial competence _____

Creativity and independence _____

Autonomy _____

Security _____

WHAT DO YOU WANT  
TO DO?
We have explained occupational orientations, skills, and 
career anchors and the role these play in choosing a career.
Now, another exercise can prove enlightening. On a sheet 
of paper, answer the question: “If you could have any kind
of job, what would it be?” Invent your own job if need be, 
and don’t worry about what you can do—just what you
want to do.122

Identify High-Potential Occupations
Learning about your skills and interests is only half the
job of choosing an occupation. You also have to identify 
those occupations that are right (given your occupational 
orientations, skills, career anchors, and occupational

preferences) as well as those that will be in high demand 
in the years to come.

The most efficient way to learn about, compare, and 
contrast occupations is through the Internet. The U.S. 
Department of Labor’s online Occupational Outlook 
Handbook (www.bls.gov/oco/) is updated each year, and 
provides detailed descriptions and information on hun-
dreds of occupations Figure 9A.2). O*NET similarly pro-
vides occupational demand updates. The New York State 
Department of Labor (www.careerzone.ny.gov/views/
careerzone/index.jsf) similarly provides excellent infor-
mation on careers categorized in clusters, such as Arts 
and Humanities, Business and Information Systems,
and Engineering and Technology. Figure 9A.3 lists some 
other sites to turn to both for occupational information
and for information on searching for a job.

The states’ one-stop career centers are another excel-
lent source. In them, job seekers can now apply for unem-
ployment benefits, register with the state job service, talk to
career counselors, use computers to write résumés and ac-
cess the Internet, take tests, and use career libraries, which 
offer books and videos on various employment topics. In
some, job hunters can even make use of free telephones, 
fax machines, and photocopiers to facilitate job searches.

FINDING THE RIGHT JOB
You have identified your occupational orientation, skills, 
and career anchors and have picked out the occupation 
you want and made plans for a career. If necessary, you
have embarked on the required education and training. 
Your next step is to find a job that you want in the com-
pany and locale in which you want to work.

Before leaving a current job, however, make sure
leaving is what you want. Many people make the mistake 
of changing jobs or occupations when a smaller change 
would suffice. Dissatisfied at work, they assume it must be 
the job or the occupation. But, why decide to switch from 
being a lawyer to a teacher, when it’s not the profession but 
that law firm’s 80-hour week that’s the problem?

For example, if, after thinking it through, you are 
satisfied with your occupation and where you work, but 
not with your job as it’s organized now, try reconfigur-
ing it. For instance, consider alternative work arrange-
ments such as flexible hours or telecommuting; delegate 
or eliminate the job functions you least prefer; or seek out 
a “stretch assignment” that will let you work on something 
more challenging.123

Job Search Techniques 
In Chapter 5 (Personnel Planning and Recruiting) we
saw that employers use various tools to find recruits, so it
should not be surprising that jobseekers should use pretty 
much the same tools.
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FIGURE 9A.2
Occupational Outlook Handbook Onlinek

Source: www.bls.gov//oco, accessed September 19, 2013. U.S. Department of Labor.
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FIGURE 9A.3
Selected Online Sources of Occupational Information

Source: http://mappingyourfuture.org/planyourcareer/
careerresources.htm, accessed June 13, 2013.

SELECTED ONLINE SOURCES OF OCCUPATIONAL INFORMATION

• All Star Jobs

• CampusCareerCenter

• CareerBliss.com

• CareerOneSto

• CareerExplorer

• CareerOverview

• CityTownInfo

• College Central Network

• CollegeGrad.com

• Construct My Future (information about construction careers)

• Cool Works

• EducationPlanner

• eMedicalAssistants

• Explore Health Careers

• Green Jobs Ready

• hotjobs.com

• International Jobs

• Job Search Intelligence

• MyArtsCareer

• Occupational Outlook Handbook

• Professional Development for Teachers

• Quintessential Careers

• ResumeINDEX

• SalaryList

• Science Buddies—Careers

• Simply Hired

• Snag a Job

Personal Contacts 
Generally, the most popular way to seek job leads and in-
terviews is to rely on personal contacts such as friends and
relatives.124 So, let as many responsible people as possible
know that you are looking for a job and what kind of job 
you want. (Beware, though, if you are currently employed 
and don’t want your job search getting back to your cur-
rent boss. If that is the case, then tell a few close friends to
be discreet in seeking a job for you.)

Social Media and HR
Employers scour social media for recruits, and 
job seekers should therefore make sure their

names stand out. For example, job seekers can enhance 
their professional reputations by creating a Twitter pres-
ence. Those “Liking” a company on Facebook may receive
early notice of job openings. Spend a few minutes every 
day on LinkedIn making new connections, and share links 
and advice with those in your LinkedIn network.125 Join 
LinkedIn industry groups to build visibility. Make sure 
your résumé is in PDF format and readable on a smart
phone screen. To bring yourself to recruiters’ attention,
follow up on comments they make on their blogs or in 

industry websites. Fewer job searchers are using paper ré-
sumés and are instead using social résumés. Social résumés
provide snapshots of who the job searcher is by combin-
ing text material, photos, and samples of a person’s work 
in info-graphic résumés posted on social media such as 
Twitter, LinkedIn, and blogs.126

Finally, remember that prospective employers may 
Google you before extending the offer, and perhaps ask 
for access to your Facebook and LinkedIn pages.

Online Job Boards and Employer Websites 
Most of the large online job search sites such as monster
.com (and those in Figure 9A.3) have local-area search 
capabilities. Use the Wall Street Journal’s career website
(www.careerjournal.com/) to search for jobs by occupa-
tion and location. Most big-city newspapers also have
their own (or links to) online local job listings. In addition 
to job boards like Monster and specialized ones (like www
.theladder.com), virtually all large companies, industries, 
and crafts have their own specialized sites.127 For example,
the Air Conditioning Contractors in America (go to www
.acca.org and click For Technicians,) and Financial Execu-
tives International (www.fei.org) make it easy for indus-
try employers and prospective employees to match their
needs. Remember to use mobile services, for instance, ac-
cessing jobs via the Careerbuilder iPhone portal.

Answering Advertisements 
Most experts agree that answering ads is a low-probability 
way to get a job, and it becomes increasingly less useful
as the level of job increases. Automated applicant track-
ing services now crunch through thousands of résumés in
seconds, making it even harder to stand out by answering
ads. Nevertheless, good sources of classified ads for pro-
fessionals and managers include the New York Times, the 
Wall Street Journal, and specialized journals in your field
that list job openings. All these sources also post the posi-
tions online, of course.

Many employers don’t even accept application letters
anymore. For those who do, create the right impression with 
the materials you submit; check the typing, style, grammar, 
neatness, and so forth, and check your résumé to make sure
it is geared to the job for which you are applying. In your 
cover letter, be sure to have a paragraph or so in which you
specifically address why your background and accomplish-
ments are appropriate to the advertised position; you must
respond clearly to the company’s identified needs.128

Be very careful in replying to “blind” ads. Some executive 
search firms and companies will run ads even when no posi-
tion exists just to gauge the market, and there is always the 
chance that you blunder into responding to your own firm.

Employment Agencies 
Agencies are especially good at placing people in jobs pay-
ing up to about $80,000, but they can be useful for higher-
paying jobs as well. The employer usually pays the fees for 
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professional and management jobs. Assuming you know 
the job you want, review a few back issues of your paper’s 
Sunday classified ads to identify the agencies that consis-
tently handle the positions you want. Approach three or 
four initially, preferably in response to specific ads, and 
avoid signing any contract that gives an agency the exclu-
sive right to place you.

Executive Recruiters 
We’ve seen that employers retain executive recruiters to
seek out top talent for their clients; employers always pay 
any fees. Send your résumé and a cover letter summarizing 
your objective in precise terms, including job title and the
size of company desired, work-related accomplishments, 
current salary, and salary requirements. However, beware; 
some firms today call themselves executive search or career 
consultants but do no searches: They just charge a (often 
hefty) fee to help you manage your search. Remember that 
with an executive search firm the candidate never pays a fee.r

Career Counselors 
Career counselors will not help you find a job per se; 
rather, they specialize in aptitude testing and career coun-
seling. They are listed under “Career Counseling” or “Vo-
cational Guidance.” Their services usually cost $400 or so 
and include psychological testing and interviews with an
experienced career counselor. Check the firm’s services, 
prices, and history as well as the credentials of the person 
you will be dealing with.

Executive Marketing Consultants 
Executive marketing consultants manage your job-hunting 
campaign. They generally are not recruiters and do not have 
jobs to fill. Depending on the services you choose, your
cost will range from $600 to $5,000 or more. The process 
may involve months of weekly meetings. Services include 
résumé and letter writing, interview skill building, and
developing a full job-hunting campaign. Before approach-
ing a consultant, you should definitely do an in-depth self-
appraisal (as explained in this appendix) and read books 
like Richard Bolles’s What Color Is Your Parachute?

Make sure to do your due diligence, and remember 
these consultants are not recruiters and will not get yout
a job—you must do the legwork. Then check out three 
or four (they are listed under “Executive Search Consul-
tants”) by visiting each and asking: What exactly is your
program? How much does each service cost? Are there
any extra costs, such as charges for printing and mailing
résumés? What does the contract say? After what point 
will you get no rebate if you’re unhappy with the services? 
Check the Better Business Bureau, and decide which of 
these firms (if any) is for you.

Employers’ Websites
Most larger companies list job openings on their websites, 
any serious job hunter should be using this valuable source. 

Doing so requires some special résumé preparations, as 
we’ll see next.

Writing Your Résumé 
Your résumé is often still an important selling docu-
ment, one that can determine whether you get offered 
a job interview. Of course, do not produce a slipshod
résumé: Avoid overcrowded pages, difficult-to-read 
copies, typographical errors, and other problems of 
this sort. And do not use a make-do résumé. Produce 
a new résumé for each job you are applying for, gear-
ing your job objective and accomplishments to the job 
you want. Here are some résumé pointers, as offered 
by employment counselor Richard Payne and other
experts.129

Introductory Information 
Start your résumé with your name, home and e-mail ad-
dress, and your home or cell phone number.

Job Objective 
Next, state your job objective. This should summarize in 
one sentence the specific position you want, where you 
want to do it (type and size of company), and a special 
reason an employer might have for wanting you to fill the 
job. For example, “Marketing manager in a medium-size 
e-commerce company in a situation in which strong cre-
ative skills would be valuable.”

Job Scope 
For each of your previous jobs, write a paragraph that 
shows job title, whom you reported to directly and 
indirectly, who reported to you, how many people 
reported to you, the operational and human resource 
budgets you controlled, and what your job entailed (in 
one sentence).

Your Accomplishments 
This is the heart of your résumé. It shows for each of your 
previous jobs: (1) a concrete action you took and why 
you took it and (2) the specific result of your action—the 
“payoff.” For example, “As production supervisor, I in-
troduced a new process to replace costly hand soldering 
of component parts. The new process reduced assembly 
time per unit from 30 to 10 minutes and reduced labor
costs by over 60%.” Use several of these statements for
each job.

Length 
Keep your résumé to two pages or less, and list education,
military service (if any), and personal background (hob-
bies, interests, associations) on the last page.

Make Your Résumé Scannable 
For most job applications today, it’s crucial to write a scan-
nable résumé, in other words, one that is electronically 
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readable by applicant tracking systems. Make sure to pre-
sent your qualifications using powerful key words appro-
priate to the job or jobs for which you are applying. For 
example, a trainer might use key words and phrases such
as: computer-based training, gg interactive video, and group 
facilitator.

Online Bios 
Many employers require their professionals and managers 
to post brief biographies on corporate intranets or web-
sites. These bios let other employees know about their
colleagues’ expertise; they can also attract recruiters’ in-
quiries. Tips for writing such bios include:130

Fill it with details. “The more information you enter, 
the more likely a person seeking someone with your
background will find you. . . .”

Avoid touchy subjects. For example, avoid discussing 
religion and politics.

Look the part. Your profile may require posting pho-
tos. If so, dress in professional attire.

Make it search friendly. Make sure your profile
contains the key words you think someone search-
ing for someone with your background and expertise 
would be looking for, such as manager, supervisor, 
or engineer.

Use abbreviations. Abbreviations are important. For 
example, someone searching the site might more
readily punch in “MBA” than “Masters in Business 
Administration.”

Say it with numbers. Describe specifically how your 
work has contributed to your current employer’s and
past employer’s bottom lines.

Proofread. Carefully proofread your online profile, as
you would your résumé.

A Caveat 
At a minimum, date your résumé (in case it lands on your 
boss’s desk two years from now). Also insert a disclaimer 
forbidding unauthorized transmission by headhunters; 
check ahead of time to see who has access to the database
on which you’re posting your résumé.131

HANDLING THE INTERVIEW
You have done all your homework; now the big day is
almost here; you have an interview scheduled with the 
person who is responsible for hiring for the job you want.
What must you do to excel in the interview? Here are 
some suggestions.

Prepare, Prepare, Prepare 
First, remember that preparation is essential. Before the 
interview, learn all you can about the employer, the job, 
and the people doing the recruiting. Search the Internet 
(or your library) to find out what is happening in the 
employer’s field. Who is the competition? How are they 
doing?

Uncover the Interviewer’s Needs 
Spend as little time as possible answering your interview-
er’s first questions and as much time as possible getting 
the person to describe his or her needs—what the person 
is looking to get accomplished and the type of person 
needed. Use open-ended questions, such as “Could you
tell me more about that?”

Relate Yourself to the Person’s Needs 
Once you understand the type of person your interviewer
is looking for and the sorts of problems he or she wants
solved, you are in a good position to describe your own
accomplishments in terms of the interviewer’s needs.132

Start by saying something like, “One of the problem areas 
you’ve indicated is important to you is similar to a prob-
lem I once faced.” Then state the problem, describe your
solution, and reveal the results.

Make a Good Appearance and Show Enthusiasm
Appearance, a firm handshake, and visual cues such as 
looking the interviewer in the eyes are crucial. Remem-
ber that studies of interviews show that in most cases, 
interviewers make up their minds about the applicant
during the first few moments of the interview. A good 
first impression may turn bad during the interview, but
it is unlikely. Bad first impressions, however, are almost 
impossible to overcome.
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PART

4
COMPENSATION 
AND TOTAL REWARDS

The concepts and techniques we’ll study here in Part 4, 
Compensation and Total Rewards play an essential role in s
strategic human resource management. As the accompany-
ing HR Strategy Model shows, Strategic Human Resource 
Management means formulating and executing human 
resource policies and practices that produce the employee
competencies and behaviors the company needs to achieve 
its strategic aims. Employing carefully selected and trained 
employees is not enough; they must also be motivated to do 
their jobs. We will see here in Part 4 that producing that moti-
vation requires putting in place HR policies and practices that 
provide employees with equitable and motivational wages, 
benefits, and pay-for-performance plans. Then, in Part 5, we’ll 
turn to methods for maintaining positive employee relations.

WHERE WE ARE NOW

Part 3, Training and Human Resource 
Development explained how to orient, train, t
appraise, engage, and retain employees. 
After training and appraising the employee, 
he or she of course expects to be paid. Now 
we therefore turn to creating equitable pay 
plans, and to putting in place employee 
benefits and motivational incentive pay 
plans. In Part 4 we will cover

● Chapter 10, Developing Compensation 
Plans

● Chapter 11, Pay for Performance and 
Employee Benefits
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10

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

1. List the basic factors determining pay rates.
2. Define and give an example of how to conduct a job 

evaluation and set pay rates.
3. Explain how to price managerial and professional jobs.
4. Explain the difference between competency-based and 

traditional pay plans.
5. Explain the importance of total rewards for improving 

employee engagement.

Developing 
Compensation Plans

OVERVIEW:  
In this chapter, we will cover . . .

■ THE BASIC FACTORS IN DETERMINING PAY RATES

■ JOB EVALUATION METHODS

■ PRICING MANAGERIAL AND PROFESSIONAL JOBS

■ CONTEMPORARY TOPICS IN COMPENSATION

■ EMPLOYEE ENGAGEMENT GUIDE FOR MANAGERS: 
Total Rewards Programs

MyManagementLab®

 Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com for 

activities that are applied, personalized, 

and offer immediate feedback.

Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 10 Warm Up.
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INTRODUCTION

Patty owns a small (15 employee) software consulting 
business just outside Chicago. Her clients include mostly
small businesses such as diners and retail shops that
need Patty’s assistance in installing software to do things 
such as track inventory. Her staff includes six software
consultants (she’s the seventh), four sales engineering 
people charged with developing new business, 
one secretary/receptionist, one office manager, one 
accounting clerk, and one office clerk. After five years 
of setting pay rates just by hiring people based on what
other employers in the area were paying for comparable 
positions, Patty found that her pay plan was causing

employee compensation
All forms of pay or rewards going 
to employees and arising from their 
employment.

direct financial payments
Pay in the form of wages, salaries, 
incentives, commissions, and 
bonuses.

indirect financial payments
Pay in the form of financial benefits 
such as insurance.

LEARNING OBJECTIVE 1 

List the basic factors 
determining pay rates.

problems. For example, Moe, one sales engineer, said to her recently, “Patty, I bring
in a lot of business for our company, and don’t understand why I’m only paid about 
what Janet the office manager earns—isn’t my job worth a lot more?” Patty said
she’d get back to him.

THE BASIC FACTORS IN DETERMINING  
PAY RATES
Employee compensation includes all forms of pay going to employees and arising from 
their employment. It has two main components, direct financial payments (wages, sala-
ries, incentives, commissions, and bonuses) and indirect financial payments (financial
benefits like employer-paid insurance and vacations).

In turn, there are two basic ways to make direct financial payments to employees: 
based on increments of time or based on performance. Time-based pay is still the foun-
dation of most employers’ pay plans. Blue-collar and clerical workers receive hourly or 
daily wages, for instance. Others, like managers or Web designers, tend to be salaried and 
paid weekly, monthly, or yearly.

The second direct payment option is to pay for performance. For example, piece-
work ties compensation to the amount of production (or number of “pieces”) the worker 
turns out. Sales commissions are another performance-based (in this case, sales-based) 
compensation. Other employers devise pay plans that combine time-based pay plus 
incentives.

In this chapter, we explain how to formulate plans for paying employees a time-based 
wage or salary. Chapter 11 addresses performance-based financial incentives, benefits,
and total rewards.

Several factors determine the design of any pay plan: company strategy and policy, 
equity, legal, and union.

Aligning Total Rewards with Strategy
The compensation plan should first advance the firm’s strategic aims—management 
should produce an aligned reward strategy. This means creating a total pay package that 
produces the employee behaviors the firm needs to support and achieve its competitive 
strategy.1 We will see that many employers also formulate a total rewards strategy. Total 
rewards encompass the traditional pay, incentives, and benefits, but also things such as
more challenging jobs (job design), career development, and recognition. Table 10.1 lists 
illustrative questions to ask when crafting a strategy-oriented pay policy.

Equity and Its Impact on Pay Rates
In studies at Emory University, researchers studied how monkeys reacted to inequita-
ble pay. They trained monkeys to trade pebbles for food. Some got grapes in return for

Source: tmcphotos/Shutterstock.
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TABLE 10.1 Do Our Compensation Policies Support Our Strategic Aims?

● What are our strategic aims?

● What employee behaviors and skills do we need to achieve our strategic aims?

● What compensation policies and practices—salary, incentive plans, and benefits—will help 
produce the employee behaviors we need to achieve our strategic aims?

Davis-Bacon Act (1931)
A law that sets wage rates for labor-
ers employed by contractors work-
ing for the federal government.

Walsh-Healey Public Contract 
Act (1936)
A law that requires minimum wage 
and working conditions for employ-
ees working on any government 
contract amounting to more than 
$10,000.

pebbles; others got cucumber slices. Those receiving the sweeter grapes willingly handed
in their pebbles. But if a monkey receiving a cucumber slice saw others get grapes, it 
slammed down the pebble.2 Perhaps the moral is that even lower primates want fair 
treatment when it comes to pay.

Equity Theory of Motivation

Higher up the primate line, the equity theory of motivation postulates that people are
strongly motivated to maintain a balance between what they perceive as their contribu-
tions and their rewards. Equity theory states that if a person perceives an inequity, a 
tension will develop in the person’s mind, motivating the person to reduce the tension 
and perceived inequity. Research tends to support equity theory.3 For example, one study 
found that retail buyer turnover is significantly lower when the buyers believe they’re 
fairly treated pay-wise.4 Overpaying people relative to what they think they’re worth can 
backfire too, perhaps “due to feelings of guilt or discomfort.”5

With respect to compensation, managers should address four forms of equity: exter-
nal, internal, individual, and procedural.6

• External equity refers to how a job’s pay rate in one company compares to the job’s y
pay rate in other companies.

• Internal equity refers to how fair a particular job’s pay rate is when compared to y
other jobs within the same company.

• Individual equity refers to the fairness of an individual’s pay as compared with whaty
his or her coworkers are earning for the same or very similar jobs within the com-
pany, based on performance.

• Procedural equity refers to the “perceived fairness of the processes and procedures y
used to make decisions regarding the allocation of pay.”7

Addressing Equity Issues

Managers use various means to address these four equity issues. For example, they use
salary surveys (surveys of what other employers are paying) to monitor and maintain 
external equity. They use job analysis and comparisons of each job (“job evaluation”) to 
maintain internal equity. They use performance appraisal and incentive pay to maintain
individual equity. And they use communications, grievance mechanisms, and employee
participation to help ensure that employees view the pay process as procedurally fair.
Some firms administer surveys to monitor employees’ pay satisfaction. Questions typi-
cally include, “How satisfied are you with your pay?” and “What factors do you believe 
are used when your pay is determined?”8

To head off discussions that might prompt feelings of internal inequity, some firms 
maintain strict secrecy over pay rates, with mixed results.9 But for external equity, online
pay sites like Salary.com preclude such secrecy.

Legal Considerations in Compensation
Employers do not have free reign in designing pay plans. Various laws specify things 
like minimum wages, overtime rates, and benefits.10 The 1931 Davis-Bacon Act lets the
secretary of labor set wage rates for laborers and mechanics employed by contractors 
working for the federal government. The 1936 Walsh-Healey Public Contract Act sets 
basic labor standards for employees working on any government contract that amounts 
to more than $10,000. It contains minimum wage, maximum hour, and safety and health 
provisions, and requires time-and-a-half pay for any hours worked over 40 hours a week 
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(for instance, 1.5 times the person’s usual hourly pay for those hours worked over 
40 hours). Title VII of the 1964 Civil Rights Act makes it unlawful for employers to dis-
criminate against any individual with respect to hiring, compensation, terms, conditions, 
or privileges of employment because of race, color, religion, sex, or national origin.11

The 1938 Fair Labor Standards Act

The Fair Labor Standards Act (FLSA), originally passed in 1938 and since amended
many times, contains minimum wage, maximum hours, overtime pay, equal pay, record-
keeping, and child labor provisions that are familiar to most working people.12 It covers 
virtually all U.S. workers engaged in the production and/or sale of goods for inter-
state and foreign commerce. It also covers most agricultural workers. State fair labor 
standards laws cover most employers not covered by the FLSA.13

One familiar provision governs overtime pay. It says employers must pay overtime
at a rate of at least one-and-a-half times normal pay for any hours worked over 40 in a 
workweek. Thus, if a covered worker works 44 hours in one week, he or she must be paid 
for 4 of those hours at a rate equal to one-and-a-half times the hourly or weekly base 
rate. For example, if the person earns $12 an hour for a 40-hour week, he or she would 
receive $18 per hour ($12 times 1.5) for each of the 4 overtime hours worked, or a total 
of $72 for the extra 4 hours. If the employee instead receives time off for the overtime 
hours, the employer must also compute the number of hours granted off at the one-and-
a-half-times rate. So the person would get 6 hours off for the 4 hours of overtime, in lieu 
of overtime pay. Employers need to monitor when employees clock in and out, lest the
employees accumulate extra minutes, obligating the employer for extra overtime pay.14

A Department of Labor smartphone app (go to www.dol.gov and key timesheet app into 
the search box15) lets employees independently track their work hours.16 Newer time
clocks have iPad-like touch screens and reduce “buddy punching” with instant photos 
and biometric sensors.17

The FLSA also sets a minimum wage, which sets a floor for employees covered by the 
act (and usually bumps up wages for most workers when Congress raises it). The mini-
mum wage for the majority of those covered by the act was $7.25 in 2014.18 Many states 
have their own minimum wage laws. About 80 localities, including Boston and Chicago, 
require businesses that have contracts with the city to pay employees wages ranging from
$8 to $12 an hour.19 FLSA child labor provisions prohibit employing minors between 
16 and 18 years old in hazardous occupations, and carefully restrict employment of those
under 16.

Exempt/Nonexempt

Specific categories of employees are exempt from the FLSA or certain provisions of thet
act, and particularly from the act’s overtime provisions—they are “exempt employees.”
A person’s exemption depends on his or her responsibilities, duties, and salary. Bona 
fide executive, administrative (like office managers), and professional employees (like 
architects) are generally exempt from the minimum wage and overtime requirements 
of the act.20 A white-collar worker earning more than $100,000 and performing any one 
exempt administrative, executive, or professional duty is automatically ineligible for 
overtime pay. Other employees can generally earn up to $23,660 per year and still au-
tomatically get overtime pay (so most employees earning less than $455 per week are 
nonexempt and earn overtime).21 Figure 10.1 lists some examples of typically exempt 
and nonexempt jobs. In 2014, President Obama instructed the U.S. Labor Department 
to devise policies to raise the exempt threshold from $455 per week to $984 per week, or
about $50,000 per year.22

If an employee is exempt from the FLSA’s minimum wage provisions, then he or she 
is also exempt from its overtime pay provisions. However, certain employees are always
exempt from overtime pay provisions, for example agricultural employees, live-in house-
hold employees, taxi drivers, and motion picture theater employees.23

Identifying exemptions is tricky.24 As noted, some jobs—for example, top manag-
ers and lawyers—are clearly exempt. Others—such as office workers earning less than 
$23,660 per year—are clearly nonexempt. Unfortunately, beyond the obvious jobs, it’s 

Title VII of the 1964 Civil 
Rights Act
This act makes it unlawful for em-
ployers to discriminate against any 
individual with respect to hiring, 
compensation, terms, conditions, or 
privileges of employment because of 
race, color, religion, sex, or national 
origin.

Fair Labor Standards Act 
(FLSA; 1938)
This act provides for minimum 
wages, maximum hours, overtime 
pay, and child labor protection. The 
law, amended many times, covers 
most employees.

http://www.dol.gov
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KNOW YOUR EMPLOYMENT LAW

The Independent Contractor

Whether the person is an employee or an independent contractor is a continuing issue for r
employers.28 As a general rule, an individual is an independent contractor if the payer 
has the right to control or direct only the result of the work and not what will be done 
and how it will be done.29

advisable to analyze the job before classifying it as exempt or nonexempt. For example,
even supervisors are filing wage and hour suits, saying they don’t really supervise two or 
more employees.25 Figure 10.2 presents a procedure for making this decision. In all but 
the clearest situations, carefully review the job description.26 Eleven states recently joined 
with the U.S. Labor Department to coordinate fighting misclassification.27

FIGURE 10.1
Some Typical Exempt, 
Nonexempt Job Titles

Source: Based on www.flsa.com/
coverage.html, accessed August 5, 
2011; and www.dol.gov/elaws/
esa/flsa/screen75.asp, accessed
October 15, 2012.

Exempt Nonexempt 

Lawyers 

Medical doctors 

Dentists 

Engineers (with degrees) 

Teachers 

Scientists

Registered nurses 

General managers 

Pharmacists  

Administrative employees* 

Paralegals 

Accounting clerks 

Bookkeepers 

Licensed practical nurses 

Clerical employees 

Most secretaries (although some, such as 

the CEO’s secretary, mighyy t be exempt)

Lab technicians 

*The administrative exemption is designed for relatively high-level employees whose main job is to 
“keep the business running.” S. ome examples of administrative functioff ns, whose high-level employees
are typically exempt, include labor relations and human resources employees, payroll and finance
(including budgeting and benefiff ts management), records maintenance, accounting and tax, marketing
and advertising (as differentiated froff m direct sales), quality control, public relations, legal and
regulatory comy pliance, and some computer-related jobs (such as Internet and database administration). 

FIGURE 10.2
Who Is Exempt? Who Is Not Exempt?

Employee Is Nonexemptxx

No

Yes YesYY

SteStep 3p 3: J: Jobob AnaAnalyslysisis

A thorough analysis of the job duties must be 
performed to determine exempt status. An exxx emptxx
posi iition must pass bbo hth hthe sallar by b iasis a dnd hthe 
dutdutiesies tetestssts.

Step 2: Exemption Applicability

Does the employee perform any of the following 
types of duties/jobs?

Executive—management is the employee’s primar’ y duty

Administrative—employee performing nonmanual 
ffoffiice workk

Professional/creative—employee whose work requires 
hihighlhly dadvan dced kkn lowl dedg /e/edduc iation; creatiive 
and artistic professionalff

Computer professional—employee involved in design
or application of computers and related systems

Outside sales—employee making sales or taking 
ordorderers ws whichich ih inflnfluenuencece salsaleses outoutsidside oe of tf thehe 
employer's premises

SteStep 1p 1: S: Salaalarry By Basiasiss TTestestTTTT

IsIs thethe ememploployeeyee papaidid atat lealeastst $45$455 p5 perer weeweekk 
($2( 3,660 perp  annum),)  not subjject to reduction due 
to variations in quantity/quality of work performed?

Employee Is Nonexemptxx

No

www.flsa.com/coverage.html
www.flsa.com/coverage.html
www.dol.gov/elaws/esa/flsa/screen75.asp
www.dol.gov/elaws/esa/flsa/screen75.asp
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There are advantages to claiming that someone is an independent contractor. For 
example, the FLSA’s overtime requirements do not apply. For another, the employer does
not have to pay unemployment compensation payroll taxes, Social Security taxes, or city,
state, and federal income taxes or compulsory workers’ compensation for that worker.

The problem is that many so-called independent contractor relationships aren’t 
independent contractor relationships. There is no single rule or test for determining 
whether someone is an independent contractor. Overall, the more the employer controls 
what the worker does and how he or she does it, the more likely is the court to declare the 
worker an employee. On the other hand, a federal court ruled that most FedEx ground
package drivers are independent contractors; although FedEx encourages them to work 
fast, that didn’t mean it controls the means through which drivers achieved that result.30

Figure 10.3 lists some factors courts will consider. The IRS lists rules; go to www.irs
.gov, then key independent contractor into the search box, and then chooser independent 
Contractor (Self-Employed) or Employee?

FIGURE 10.3
Independent Contractor

Source: “Independent
Contractor” Copyright © 2012
by BLR - Business & Legal
Resources (www.HR.BLR.com). 
Reprinted with permission.

1. Worker must comply with
instructions.

Independent Contractor
Managers are to use the following checklist to classify
individuals as independent contractors. If more than three questions

g g yg g y

are answered ”yes,” the manager will confer with human
pp

resources regarding the classification. (EE = Employees,
y gy , g

IC = Independent Contractors)
g gg g

Factors which show control:

Yes/EEYY No/IC N/A

2. W

4. W

orker is trained by person hiredWW .

3. Worker’s ser’ vices are integrated in
business.

7. Work hours are present.

services.

5. Worker cannot hire or fire assistants.

6. Work relationship is continuous or
indefinite.

8. Worker must devote full time to this
business.

9. Work is done on the employer’s’
premises.

10. Worker cannot control order or
sequence.

11. Worker submits oral or written
reports.

12. Worker is paid at specific intervals.

13. Worker’s business expenses ar’ e
reimbursed.

14. Worker is provided with tools or
materials.

15. Worker has no significant
investment.

16. Worker has no opportunity for
profit/loss.

17. Worker is not engaged by many
different firms.

18. Worker does not offer services to
public.

19. Worker may be discharged by
employer.rr

20. Worker can terminate without
liability.yy

orker must personally render

http://www.HR.BLR.com
www.irs.gov
www.irs.gov
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Minimizing the risks of misclassification entails several steps.31 Execute written 
agreements with all independent contractors. Do not impose work rules on or attempt to 
prohibit independent contractors from working for others. Require independent contrac-
tors to provide their own tools and to be separately incorporated business entities.32 ■

1963 Equal Pay Act

The Equal Pay Act, an amendment to the Fair Labor Standards Act, states that employ-
ees of one sex may not be paid wages at a rate lower than that paid to employees of the 
opposite sex for doing roughly equivalent work. Specifically, if the work requires equal
skills, effort, and responsibility and involves similar working conditions, employees of 
both sexes must receive equal pay, unless the differences in pay stem from a seniority sys-
tem, a merit system, the quantity or quality of production, or “any factor other than sex.”

1974 Employee Retirement Income Security Act

The Employee Retirement Income Security Act (ERISA) provided for the creation of 
government-run, employer-financed corporations to protect employees against the fail-
ure of their employers’ pension plans. In addition, it sets regulations regarding vesting 
rights (vesting refers to the equity or ownership the employees build up in their peng -
sion plans should their employment terminate before retirement). ERISA also regulates
portability rights (the transfer of an employee’s vested rights from one organization to 
another). It also contains employer fiduciary standards to prevent dishonesty in pension
plan funding.

Other Legislation Affecting Compensation

Various other laws influence compensation decisions. For example, the Age Discrimina-
tion in Employment Act prohibits age discrimination against employees who are 40 yearst
of age and older in all aspects of employment, including compensation.33 The Americans 
with Disabilities Act prohibits discrimination against qualified persons with disabilities t
in all aspects of employment, including compensation. The Family and Medical Leave 
Act entitles eligible employees, both men and women, to take up to 12 weeks of unpaid, t
job-protected leave for the birth of a child or for the care of a child, spouse, or parent. 
And various executive orders require federal government contractors or subcontractors 
to not discriminate and to take affirmative action in compensation.

Each state has its own workers’ compensation laws. Among other things, these aim to 
provide prompt, sure, and reasonable income to victims of work-related accidents. The 
Social Security Act of 1935 (as amended) provides for unemployment compensation for

workers unemployed through no fault of their own, generally for 
up to 26 weeks, and for retirement benefits. (We’ll discuss Social 
Security benefits in Chapter 11.) The federal wage garnishment
law limits the amount of an employee’s earnings that employers
can withhold (garnish) per week, and protects the worker from dis-
charge due to garnishment.

Union Influences on Compensation Decisions
Unions and labor relations laws also influence pay plan design. The 
National Labor Relations Act of 1935 (Wagner Act) granted em-
ployees the right to unionize, and to bargain collectively. Histori-
cally, the wage rate has been the main issue in collective bargaining.
However, unions also negotiate other pay-related issues, including 
time off with pay, and health care benefits.

The Wagner Act created the National Labor Relations Board 
(NLRB) to oversee employer practices and ensure that employees
receive their rights. For example, the NLRB says that employers
must give the union a written explanation of the employer’s “wage 
curves”—the graph that relates job to pay rate. The union is also 
entitled to know its members’ salaries.34

Equal Pay Act (1963)
An amendment to the Fair Labor 
Standards Act designed to require 
equal pay for women doing the 
same work as men.

Employee Retirement Income 
Security Act (ERISA)
The law that provides govern-
ment protection of pensions for all 
employees with company pension 
plans. It also regulates vesting rights 
(employees who leave before retire-
ment may claim compensation from 
the pension plan).

Historically, the wage rate has been 
the main issue in collective bargaining. 
However, unions also negotiate other pay-
related issues, including time off with pay, 
income security, cost-of-living adjustments, 
and health care benefits.
Source: Jacob Wackerhausen/Thinkstock/Getty Images.
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Geography

How to account for geographic differences in cost of living is another big pay policy is-
sue. For example, the average base pay for an office supervisor ranges from $49,980 in 
Florida to $60,980 in New York.42

Pay Policies
The employer’s compensation strategy will manifest itself in pay policies. For example, a
top hospital might have a policy of paying nurses 20% above the prevailing market wage. 
Pay policies can influence the employer’s performance and profitability, as the accompa-
nying HR as a Profit Center illustrates.

Managers need to formulate pay policies covering various issues. One is whether
to emphasize seniority ory performance. For example, it takes 18 years (seniority) for a
U.S. federal employee to progress from step 1 to step 9 of the government’s pay scale.
Seniority-based pay may be advantageous to the extent that seniority is an objective 
standard. On the downside, top performers may get the same raises as poor ones. 
Seniority-based pay might seem to be outdated. However, one recent survey found that 
60% of employees responding thought high-seniority employees got the most pay. Only 
about 35% said their companies paid high performers more.35

How to distinguish between high and low performers is a related policy issue. For
example, for many years, Payless ShoeSource was paternal in giving raises—it paid ev-
eryone about the same. However, after its market share dropped, management decided
on a turnaround strategy. This necessitated revising the firm’s compensation policies to
differentiate more aggressively between top performers and others.36 Other pay policies 
may cover salary increases and promotions, overtime pay, probationary pay, leaves for 
military service, jury duty, and holidays. Pay policies impact profitability, as the accom-
panying HR as a Profit Center feature shows.

HR AS A PROFIT CENTER

Wegmans Foods

Strategic compensation management means formulating a total rewards package that t
produces the employee skills and behaviors that the company needs to achieve its 
strategic goals.

Wegmans exemplifies this. It competes in the retail food sector, where profit margins 
are thin and where online competitors and giants like Walmart drive costs and prices down.
The usual reaction is to cut employee benefits and costs.37 Wegmans instead offers above-
market rates and great benefits. It views its workforce as an integral part of achieving
Wegmans’ strategic aims of optimizing service while controlling costs by improving systems
and productivity. For example, one dairy department employee designed a new way to 
organize the cooler, thus improving ordering and inventory control.38

It is likely that its pay policies are one reason for the firm’s exceptional profitability.
For example, Wegmans’ employee turnover (from 38% for part timers to 6%–7% for full 
timers) is well below the industry’s overall average of about 47%.39 Its stores (which at 
about 120,000 square feet are much larger than competitors’) average about $950,000 
a week in sales (compared to a national average of $361,564), or about $49 million in
sales annually, compared with a typical Walmart store’s grocery sales of $23.5 million.40

As Wegmans’ human resource head has said, good employees assure higher productivity, 
and that translates into better bottom-line results.41

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. If Wegmans does so well with a high-pay policy, why 
don’t more employers do this as well?

http://www.mymanagementlab.com
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JOB EVALUATION METHODS
Employers use two basic methods for setting pay rates: market-based approaches and job
evaluation methods. Many firms, particularly smaller ones, simply use a market-based
approach. This involves conducting formal or informal salary surveys to determine what 
others in the relevant labor markets are paying for particular jobs. The employer then
uses this information to price its own jobs.

In contrast, job evaluation methods involve determining the “worth” to the employer 
of each of its jobs, and then pricing these jobs. This process helps produce a pay plan in
which each job’s pay is equitable based on what other employers are paying for these jobs 
and based on each job’s value to the employer.d 45 We’ll concentrate here on the job evalu-
ation approach.

What Is Job Evaluation?
Job evaluation is a formal and systematic comparison of jobs to determine the worth of 
one job relative to another. Job evaluation aims to determine a job’s relative worth. Job
evaluation eventually results in a wage or salary structure or hierarchy (this shows the pay 
rate for various jobs or groups of jobs).46 The basic principle of job evaluation is this: Jobs
that require greater qualifications, more responsibilities, and more complex job duties
should receive more pay than jobs with lesser requirements.

The basic job evaluation procedure is to compare jobs in relation to one another—
for example, in terms of each job’s required effort, job complexity, and skills. Suppose you 
know (based on your job evaluation) the relative worth of the key jobs in your firm. You 

Employers handle cost-of-living differentials for transferees in several ways. For ex-
ample, one employer pays a differential of $6,000 per year to people earning $35,000 to 
$45,000 whom it transfers from Atlanta to Minneapolis. Others simply raise the em-
ployee’s base salary. The problem is more complicated when you’re sending employees
overseas. Here the person typically gets cost-of-living, relocation, housing, education,
and hardship allowances (the latter for countries with a relatively hard quality of life).43

LEARNING OBJECTIVE 2 

Define and give an 
example of how to 
conduct a job evaluation 
and set pay rates.

HR PRACTICES AROUND THE GLOBE

Compensating Expatriate Employees

The question of cost-of-living differentials has particular 
significance to multinational firms, where pay rates range 
widely from, say, France to Zambia.

How should multinationals compensate expatriate 
employees—those it sends overseas? Two basic international 
compensation policies are popular: home-based and host-
based plans.44

With a home-based salary plan, an international trans-
feree’s base salary reflects his or her home country’s salary.
The employer then adds allowances for cost-of-living 
differences—housing and schooling costs, for instance. This 
is a reasonable approach for short-term assignments, and 
avoids the problem of having to change the employee’s base 
salary every time he or she moves.

In the host-based plan, the firm ties the international
transferee’s base salary to the host country’s salary structure.

In other words, the manager from New York who is sent to
France would have his or her base salary changed to the pre-
vailing base salary for that position in France, rather than keep
the New York base salary. The firm usually tacks on cost-of-
living, housing, schooling, and other allowances here as well.

Most multinational enterprises set expatriates’ salaries
according to the home-based salary plan. (Thus, a French 
manager assigned to Kiev by a U.S. multinational will gener-
ally have a base salary that reflects the salary structure in the
manager’s home country, in this case France.) In addition, 
the person typically gets allowances including cost-of-living, 
relocation, housing, education, and hardship allowances (for 
more challenging countries). The employer also usually pays 
any extra tax burdens resulting from taxes the manager is
liable for over and above those he or she would have to pay 
in the home country.

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following question. Why 
do you think most employers opt for the home-based salary plan?

job evaluation
A systematic comparison done in 
order to determine the worth of one
job relative to another.
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then conduct a salary survey to see what others are paying for similar jobs. By combin-
ing the information from the job evaluation and from the salary survey, you are on your 
way to being able to create a market-competitive pay plan—one where your pay rates 
are equitable both internally (based on each job’s relative value) and externally (in other 
words when compared with what other employers are paying).

Salary Surveys
Salary surveys—surveys of what others are paying—play a big role in pricing jobs.47

Whether the manager is using a market-based approach or a job evaluation method to 
price jobs, he or she will need a salary survey.

Managers use salary surveys in three ways. First, they use survey data to price bench-
mark jobs. Benchmark jobs are the anchor jobs around which they slot their other jobs, 
based on each job’s relative worth to the firm. Second, managers typically price some or 
all of their positions directly in the marketplace (rather than relative to the firm’s bench-
mark jobs), based on a survey of what comparable firms are paying for comparable jobs. 
Third, surveys also collect data on benefits like insurance, sick leave, and vacations for 
decisions regarding employee benefits.

Informal phone or Internet surveys are good for checking specific issues, such as
when a bank wants to confirm the salary at which to advertise a newly open teller’s job. 
Some large employers can afford to send out their own formal surveys to collect coml -
pensation information from other employers. These ask about things like number of 
employees, overtime policies, starting salaries, and paid vacations.

COMMERCIAL, PROFESSIONAL, AND GOVERNMENT SALARY SURVEYS Many employers 
use surveys published by consulting firms, professional associations, or government 
agencies. For example, the U.S. Department of Labor’s Bureau of Labor Statistics’ (BLS) 
National Compensation Survey (NCS) provides comprehensive reports of occupational
earnings, compensation cost trends, and benefits (www.bls.gov/bls/wages.htm).

Detailed occupational earnings are available from the national compensation survey 
for over 800 occupations in the United States, calculated with data from employers in 
all industry sectors in every state and the District of Columbia (http://stats.bls.gov/oes/
current/oes_nat.htm). The Current Employment Statistics Survey is a monthly survey of y
the payroll records of business establishments that provides data on earnings of produc-
tion and nonsupervisory workers at the national level. This provides information about 
earnings as well as production bonuses, commissions, and cost-of-living increases. The 
National Compensation Survey—Benefits provides information on the share of workers 
who participate in specified benefits, such as health care, retirement plans, and paid va-
cations. These data also show the details of those benefits, such as amounts of paid leave. 
Internationally, the BLS reports comparative hourly compensation costs in local curren-
cies and U.S. dollars for production workers and all employees in manufacturing in its 
international labor comparisons tables.

Private consulting and/or executive recruiting companies like Hay Associates, 
Towers Watson Global Data Services, and Aon (www.aon.com) publish data covering 
compensation for top and middle management and members of boards of directors. 
Professional organizations like the Society for Human Resource Management and the 
Financial Executives Institute publish surveys of compensation practices among
members of their associations.48

USING THE INTERNET TO DO COMPENSATION SURVEYS An expanding array of Internet-
based options makes it easy for anyone to access published compensation survey 
information. Table 10.2 shows some popular salary survey websites.

Many of these sites, such as Salary.com, provide national salary levels for jobs that
the site then arithmetically adjusts to each locale based on cost-of-living formulas. To get 
a real-time picture of what employers in your area are actually paying for, say, accounting 
clerks, it’s useful to access the online Internet sites of one or two of your local newspa-
pers. For example, the South Florida Sun-Sentinel (and many papers) uses a site calledl
careerbuilder.com. It lists just about all the job opportunities listed in the newspaper by 
category and, in many instances, their wage rates (www.careerbuilder.com/).

market-competitive pay 
system
A pay system in which the employ-
er’s actual pay rates are competitive 
with those in the relevant labor 
market.

salary survey
A survey aimed at determining 
prevailing wage rates. A good sal-
ary survey provides specific wage 
rates for specific jobs. Formal writ-
ten questionnaire surveys are the 
most comprehensive, but telephone 
surveys and Internet and newspaper 
help-wanted ads are also sources of 
information.

http://www.bls.gov/bls/wages.htm
http://stats.bls.gov/oes/current/oes_nat.htm
http://stats.bls.gov/oes/current/oes_nat.htm
http://www.aon.com
http://www.careerbuilder.com/
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Compensable Factors
Compensable factors play a central role in job evaluation.

The manager can use two basic approaches to compare the worth of several jobs. 
First, you can take an intuitive approach. You might decide that one job is more impor-
tant than another is, and not dig any deeper. As an alternative, you could compare the 
jobs by focusing on certain basic factors the jobs have in common (such as each job’s re-
quired effort, and skills). Compensation management specialists call these compensable 
factors. They are the factors that establish how the jobs compare to one another, and that
determine the pay for each job.

Some employers develop their own compensable factors. However, most use factors 
popularized by packaged job evaluation systems or by federal legislation. For example,
the Equal Pay Act uses four compensable factors—skills, effort, responsibility, and work-
ing conditions. The method popularized by the Hay Group consulting firm emphasizes 
three factors: know-how, problem solving, and accountability.49 Walmart uses knowl-
edge, problem-solving skills, and accountability requirements.

Again, compensable factors play a central role in job evaluation. You usually com-
pare each job with the firm’s other jobs using the same compensable factors (for instance, 
how much skill does each job require?). However, the compensable factors you use de-
pend on the job and the job evaluation method. For example, “decision making” might 
make sense for a manager’s job, but not for a cleaner’s job.50

Preparing for the Job Evaluation
Job evaluation is a judgmental process and demands close cooperation among supervi-
sors, HR specialists, and employees and union representatives. The main steps include 
identifying the need for the program, getting cooperation, and then choosing an evalua-
tion committee. The committee then performs the actual evaluation.

Identifying the need for job evaluation is usually easy. For example, dissatisfaction red -
flected in high turnover, work stoppages, or arguments may result from paying employ-
ees different rates for similar jobs. Managers may express uneasiness with an informal
way of assigning pay rates.

Employees may fear that a systematic evaluation of their jobs may reduce their pay 
rates, so getting employees to cooperate in the evaluation is important. For example, you 
can tell employees that because of the impending job evaluation program, pay rate deci-
sions will no longer be made just by management whim, and that no current employee’s 
rate will be adversely affected because of the job evaluation.

The job evaluation committee usually consists of about five members, most of whom 
are employees. Management has the right to serve on such committees, but employees
may view this with suspicion. However, a human resource specialist can usually be justi-
fied to provide expert assistance. Union representation is possible but unlikely.51 Once
appointed, each committee member should receive a manual explaining how to conduct
the job evaluation.

compensable factor
A fundamental, compensable 
element of a job, such as skills, 
effort, responsibility, and working 
conditions.

TABLE 10.2 Some Pay Data Web Sites

Sponsor Internet Address What It Provides Downside

Salary.com Salary.com Salary by job and zip code, 
plus job and description, for
hundreds of jobs

Adapts national averages by 
applying local cost-of-living
differences

U.S. Office of Personnel
Management

www.opm.gov/oca/ 09Tables/
index.asp

Salaries and wages for U.S.
government jobs, by location

Limited to U.S. government 
jobs

Job Star http://jobstar.org/ tools/salary/
sal-prof.php

Profession-specific salary 
surveys

Necessary to review 
numerous salary surveys for 
each profession

cnnmoney.com cnnmoney.com Input your current salary and
city; for comparable salary in
destination city

Based on national averages 
adapted to cost-of-living 
differences

www.opm.gov/oca/09Tables/
http://jobstar.org/tools/salary/
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The evaluation committee performs three main functions. First, it usually identifies 
10 or 15 key benchmark jobs. These will be the first jobs they’ll evaluate and will serve
as the anchors or benchmarks against which the relative importance or value of all other 
jobs is compared. Next, the committee may select compensable factors (although the hu-
man resources department will usually choose these). Finally, the committee performs 
its most important function—actually evaluating the worth of each job. For this, the com-
mittee will probably use one of the following methods: ranking, job classification, or 
point method.

Job Evaluation Methods: Ranking
The simplest job evaluation method ranks each job relative to all other jobs, usually based 
on some overall factor like “job difficulty.” There are several steps in the job ranking 
method. The following Building Your Management Skills takes you through the steps, 
and also helps to illustrate a simple way to develop a pay plan for a small company.

Members of the job 
evaluation committee 
first usually identify 10 or
15 key benchmark jobs. 
These will be the first jobs 
they and their committee
colleagues will evaluate.
Source: Image Source/Alamy.

benchmark job
A job that is used to anchor the em-
ployer’s pay scale and around which 
other jobs are arranged in order of 
relative worth.

ranking method
The simplest method of job evalu-
ation that involves ranking each 
job relative to all other jobs, usually 
based on overall difficulty.

Building Your Management Skills: How to Create a Pay Scale
for a Company by Using the Job Ranking Job Evaluation Method

Creating a pay scale for a company by using the job ranking job evaluation method 
consists of the following steps:

1. Obtain job information. Job analysis is the first step. Here job descriptions for
each job are prepared, and the information they contain about the job’s duties
is usually the basis for ranking jobs. (Sometimes job specifications are also
prepared. However, the ranking method usually ranks jobs based on the whole 
job, rather than on several compensable factors. Therefore, job specifications, 
which tend to list job demands in terms of compensable factors such as problem
solving, decision making, and skills, are not as important with this method as 
they are for other job evaluation methods.)

2. Select and group jobs. It is usually not practical to make a single ranking for all 
jobs in an organization. The usual procedure is to rank jobs by department or in 
clusters (such as factory workers or clerical workers). This eliminates the need 
for direct comparison of, say, factory jobs and clerical jobs.

(continued)



332   PART 4 • COMPENSATION AND TOTAL REWARDS

Ranking is the simplest job evaluation method, as well as the easiest to explain. It
also usually takes less time than other methods, but has a few weaknesses. For example, 
“job number 4” may in fact be five times “more valuable” than “job number 5,” but with 
the ranking method all you know is that one job ranks higher than the other. Ranking 
is usually more appropriate for small employers that can’t afford to use a more elaborate 
system. For them it is a simple way to create a market-competitive pay scale, one that is 
equitable both internally and externally.

The factor comparison method is a special ranking method. It requires ranking eachd
job several times—once for each compensable factor (such as education required, expe-
rience, and complexity). It is seldom used today.

3. Select compensable factors. In the ranking method, it is common to use just one 
factor (such as job difficulty) and to rank jobs based on the whole job. Regardless 
of the number of factors you choose, it’s advisable to explain the definition of the 
factor(s) to the evaluators carefully so that they all evaluate the jobs consistently.

4. Rank jobs. One way to rank jobs is to give each rater a set of index cards, each of 
which contains a brief description of a job. Then they rank these cards from lowest
to highest. Some managers use an “alternation ranking method” for making the 
procedure more accurate. Here you take the cards, first choosing the highest and
the lowest, then the next highest and next lowest, and so forth, until you’ve ranked 
all the cards. Table 10.3 illustrates a job ranking. Jobs in this small health facility 
rank from orderly up to office manager. The corresponding current pay scales are 
shown in the column following the job titles. After ranking, it is possible to slot ad-
ditional jobs between those already ranked and to assign an appropriate wage rate. 
This enables us to compare each job’s rank with its current pay, to see if what we
are currently paying is internally equitable; (we may adjust a job’s pay up or down, y
based on this). Online programs (for example, go to www.hr-guide.com, click 
under Job Evaluation, Ranking, and then click Interactive Ranking Program) can 
help you rank (and check the rankings of) your positions.52

5. Combine ratings. Note that several raters usually rank the jobs independently. Then 
the rating committee (or the employer) can simply average the raters’ rankings.

6. Compare current pay with what others are paying based on salary survey. 
Next, we show on the same table (in the middle column) what others in the 
community are paying for similar jobs, based on a salary survey that we con-
duct. This helps us ensure that our pay will be externally equitable.y

7. Assign a new pay scale. Finally, we compare what we are currently paying for each 
job with what others are paying, and decide (in this case) to adjust our pay scale by 
raising what we pay for each job. The last column therefore shows our new pay scale.

TABLE 10.3 Job Ranking at Jackson Hospital

Ranking Order
Our Current Annual 

Pay Scale
What Others Pay: 
Salary Survey Pay

Our Final 
Assigned Pay

1.  Office manager $43,000 $45,000 $44,000

2.  Chief nurse 42,500 43,000 42,750

3.  Bookkeeper 34,000 36,000 35,000

4.  Nurse    32, 500 33,000 32,750

5.  Cook 31,000 32,000 31,500

6.  Nurse’s aide 28,500 30,500 29,500

7.  Orderly 25,500 27,000 27,000

Note: After ranking, it becomes possible to slot additional jobs (based on overall job difficulty,
for instance) between those already ranked and to assign each an appropriate wage rate.

http://www.hr-guide.com


CHAPTER 10 • DEVELOPING COMPENSATION PLANS    333

Job Evaluation Methods: Job Classification
Job classification (or job grading) is a simple, widely used job evaluation method in 
which raters categorize jobs into groups; all the jobs in each group are of roughly the 
same value for pay purposes. We call the groups classes if they contain similar jobs, or
grades if they contain jobs that are similar in difficulty but otherwise different. Thus, in
the federal government’s pay grade system, a “press secretary” and a “fire chief ” might 
both be graded “GS-10” (GS stands for “General Schedule”). On the other hand, in its job 
class system, the state of Florida might classify all “secretary IIs” in one class, all “main-
tenance engineers” in another, and so forth.

In practice, there are several ways to categorize jobs. One is to write class or grade de-
scriptions or summaries (similar to job descriptions) and place jobs into classes or grades 
based on how well they fit these descriptions. A second is to write a set of compensable
factor–based rules for each class (for instance, how much independent judgment, skill, 
and physical effort does the class of jobs require?). Then categorize the jobs according to 
these rules.

The usual procedure is to choose compensable factors and then develop class or 
grade descriptions that describe each class (or grade) in terms of the amount or level 
of the factors in those jobs. For example, the U.S. government’s classification system
uses the following compensable factors: (1) difficulty and variety of work, (2) supervi-
sion received and exercised, (3) judgment exercised, (4) originality required, (5) nature 
and purpose of interpersonal work relationships, (6) responsibility, (7) experience, 
and (8) knowledge required. Based on these compensable factors, raters write a grade 
definition like that in Figure 10.4. This one shows one grade description (GS-7) for the 
federal government’s pay grade system. Then the evaluation committee reviews all job 
descriptions and slots each job into its appropriate grade, by comparing each job de-
scription to the rules in each grade description. For instance, the federal government 
system classifies the positions automotive mechanic, welder, electrician, and machinist
in grade GS-10.

The classification method has several advantages. The main one is that most em-
ployers usually end up grouping jobs into classes or grades anyway, regardless of the
evaluation method they use. They do this to avoid having to price separately dozens or 
hundreds of jobs. Of course, the job classification automatically groups the employer’s 
jobs into classes. The disadvantages are that it is difficult to write the class or grade de-
scriptions, and considerable judgment is required to apply them. Yet many employers
use this method with success.

job classification (or grading) 
method
A method for categorizing jobs into 
groups.

classes
Grouping jobs based on a set of 
rules for each group or class, such as 
amount of independent judgment, 
skill, physical effort, and so forth, 
required. Classes usually contain
similar jobs.

grades
A job classification system like the 
class system, although grades often 
contain dissimilar jobs, such as sec-
retaries, mechanics, and firefighters. 
Grade descriptions are written based 
on compensable factors listed in 
classification systems.

FIGURE 10.4
Example of a Grade Level 
Definition

Source: “Grade Level Guide for
Clerical and Assistance Work”
from U.S. Office of Personnel 
Management, June 1989.

Performs specialized duties in a defined
functional or program area involving a
wide variety of problems or situations;
develops information, identifies
interrelationships, and takes actions
consistent with objectives of the
function or program served.

Work is assigned in terk ms of objectives,
priorities, and deadlines; the employee
works independently in resolving most
conflicts; completed work is evaluated for
conformance to policy; guidelines, such
as regulations, precedent cases, and
policy statements require considerable
interpretation and adaptation.

Level of ResponsibilityNature of Assignment

GS-7

Grade

grade definition
Written descriptions of the level of, 
say, responsibility and knowledge 
required by jobs in each grade. Simi-
lar jobs can then be combined into 
grades or classes.

Job Evaluation Methods: Point Method
The overall aim of the point method is to determine the degree to which the jobs be-
ing evaluated contain selected compensable factors. It involves identifying several com-
pensable factors for the jobs, as well as the degree to which each factor is present in 
each job. Assume there are five degrees of the compensable factor “responsibility” a job
could contain. Further, assume you assign a different number of points to each degree 
of each compensable factor. Once the evaluation committee determines the degree to 
which each compensable factor (like “responsibility” and “effort”) is present in a job,
it can calculate a total point value for the job by adding up the corresponding degree

point method
The job evaluation method in which 
a number of compensable factors 
are identified and then the degree to 
which each of these factors is pres-
ent on the job is determined.
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points for each factor. The result is a quantitative point rating for each job. The point 
method of job evaluation is the most popular job evaluation method.53 The appendix to 
this chapter presents a step by step example of how to use the point method to create a 
market-competitive pay plan.

“Packaged” Point Plans

Several groups (such as the Hay Group, the National Electrical Manufacturer’s Asso-
ciation, and the National Trade Association) have developed standardized point plan
systems. Many thousands of employers use these systems. They contain ready-made 
factor and degree definitions and point assessments for a wide range of jobs. Employers 
can often use them with little or no modification.

Wage Curves
Wage curves are useful when using the point method (or some other job evaluation 
methods). The wage curve shows the pay rates paid for jobs, relative to the points or 
rankings assigned to each job by the job evaluation. Figure 10.5 is an example. Note that 
it shows pay rates for jobs on the vertical axis, and point values for these jobs along the 
horizontal axis. The purpose of the wage curve is to show the relationships between (1) 
the value of the job (expressed in points) as determined by one of the job evaluation 
methods and (2) the pay rates for the job. The manager can compare (on one graph or on 
two separate graphs) an “internal” wage curve showing what the company currently pays 
for its jobs, with an “external” wage curve that shows what others pay for these jobs. The 
manager then decides whether to adjust the pay for each job or pay grade. He or she can
also use the curve to see if a particular job’s pay falls off the wage curve, which is a signal 
that the job is paid too high or too low.

Pay Grades
Employers typically group similar jobs (in terms of points) into grades for pay purposes. 
Then, instead of having to deal with hundreds of job rates, you might only have to focus on, 
say, pay rates for 10 or 12 pay grades.54 A 4 pay (or wage) grade is comprised of jobs of approx-e
imately equal difficulty or importance as determined by job evaluation. If you used the point
method of job evaluation, the pay grade consists of jobs falling within a range of points. If 
the ranking method was used, the grade consists of a specific number of ranks. If you use the 
classification system, then your jobs are already categorized into classes (or grades).

Rate Ranges and the Wage Structure
Most employers do not pay just one rate for all jobs in a particular pay grade. For ex-
ample, GE Medical won’t pay all its accounting clerks, from beginners to long tenure, 

wage curve
Shows the relationship between the 
value of the job and the average 
wage paid for this job.

pay (or wage) grade
A pay grade is comprised of jobs of 
approximately equal difficulty.

FIGURE 10.5
Plotting a Wage Curve
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at the same rate, even though they may all be in the same pay grade. Instead, employers
develop vertical pay or “rate” ranges for each of the pay grades (or pay classes). These 
pay or rate ranges often appear as vertical boxes within each grade, showing mini-
mum, maximum, and midpoint pay rates for that grade, as in Figure 10.6. (Specialists 
call Figure 10.6 a wage structure. Figure 10.6 graphically depicts the wage structure for
a company, including the range of pay rates—in this case, per hour—paid for each pay 
grade.)

Alternatively, you may depict the pay range for each class or grade as steps in a table,
as in Table 10.4. Thus Table 10.4 shows the steps and pay rates for most federal govern-
ment grades. As of the time of this pay schedule, for instance, employees in positions 
classified in grade GS-10 could be paid annual salaries between $56,857 and $73,917, 
depending on the level or step at which they were hired into the grade, the amount of 
time they were in the grade, and any merit increases they’ve received. The accompanying 
HR Tools feature illustrates how to create a workable pay plan.

Computerized Job Evaluations
Using quantitative job evaluation methods such as the point method can be time-
consuming. Accumulating the information about “how much” of each compensable 
factor the job contains is a tedious process. The evaluation committees must debate 
the level of each compensable factor in each job. They then write down their consensus
judgments and compute each job’s point values or rankings.

Computer-aided job evaluation streamlines this process. Most of these computer-
ized systems have two main components.55 There is, first, a structured questionnaire. 
This contains items such as “enter total number of employees who report to this posi-
tion.” Second, such systems may use statistical models. These allow the computer pro-
gram to price jobs more or less automatically, by assigning points.

pay (or rate) ranges
A series of steps or levels within a 
pay grade, usually based on years 
of service.

FIGURE 10.6
Wage Structure
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TABLE 10.4 Federal Government Salary Table, Effective January 2011

For the Locality Pay Area of Washington-Baltimore-Northern Virginia, DC-MD-VA-WVV V-I/M Annual Rates by Grade and Step

Grade Step 1 Step 2 Step 3 Step 4 Step 5 Step 6 Step 7 Step 8 Step 9 Step 10

1 22115 22854 23589 24321 25056 25489 26215 26948 26977 27663

2 24865 25456 26279 26977 27280 28082 28885 29687 30490 31292

3 27130 28034 28938 29843 30747 31651 32556 33460 34364 35269

4 30456 31471 32486 33501 34516 35531 36546 37560 38575 39590

5 34075 35210 36346 37481 38616 39752 40887 42022 43158 44293

6 37983 39249 40514 41780 43046 44312 45578 46843 48109 49375

7 42209 43616 45024 46431 47838 49246 50653 52061 53468 54875

8 46745 48303 49861 51418 52976 54534 56092 57649 59207 60765

9 51630 53350 55070 56791 58511 60232 61952 63673 65393 67114

10 56857 58752 60648 62544 64439 66335 68230 70126 72022 73917

11 62467 64548 66630 68712 70794 72876 74958 77040 79122 81204

12 74872 77368 79864 82359 84855 87350 89846 92341 94837 97333

13 89033 92001 94969 97936 100904 103872 106839 109807 112774 115742

14 105211 108717 112224 115731 119238 122744 126251 129758 133264 136771

15 123758 127883 132009 136134 140259 144385 148510 152635 155500 155500

*Rate limited to the rate for level IV of the Executive Schedule (5 U.S.C. 5304 (g) (1)).

Source: www.opm.gov/policy-data-oversight/pay-leave/salaries-wages/2011/general-schedule/washington-baltimore-northern-
virginia-dc-md-va-wv-pa-annual-rates-by-grade-and-step/, accessed September 12, 2013.

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

Developing a Workable Pay Plan

Developing a pay plan is as important in a small firm as in a large one. Pay that is too high
wastes money; too low triggers turnover; and internally inequitable causes endless badger-
ing by employees demanding raises.

Market rates come first. Sites like LinkedIn and Salary.com will show localized average 
pay rates for jobs in your geographic area. The Sunday newspaper classified ads (on- and 
offline) will yield useful information on wages offered for jobs similar to those you are trying 
to price. State Job Service “One Stop” offices can provide a wealth of information, as they
compile extensive information on pay ranges and averages for many of the jobs listed on 
O*NET. Employment agencies, always anxious to establish ties with employers, will provide 
good data. Local college and university career centers will reveal prevailing pay rates for 
many jobs. Professional associations (such as the careers link for civil engineers at www
.asce.org/) are good sources of professionals’ pay rates.

Smaller firms are making use of the Internet in other ways. StockHouse Media Corp 
(www.stockhouse.com/) is an international provider of online financial content and com-
munity development products with employees around the world. It uses the Internet for 
determining salaries for all the firm’s personnel. For example, the HR manager uses e-mail 
to request salary data from professional groups like the Society for Human Resource Man-
agement, and surfs the Internet to monitor rates and trends by periodically checking job 
boards, company websites, and industry associations.56

If you employ more than 20 employees or so, conduct at least a basic job evaluation. 
You will need job descriptions; these will be the source of data regarding the nature and 
worth of each job. Checking websites like O*Net or JobDescription.com can be useful here.

You may find it easier to split your employees into clusters—say, managerial/profes-
sional, office/clerical, and plant personnel. For each of the three clusters, choose one or

http://www.stockhouse.com/
www.opm.gov/policy-data-oversight/pay-leave/salaries-wages/2011/general-schedule/washington-baltimore-northernvirginia-dc-md-va-wv-pa-annual-rates-by-grade-and-step/
www.opm.gov/policy-data-oversight/pay-leave/salaries-wages/2011/general-schedule/washington-baltimore-northernvirginia-dc-md-va-wv-pa-annual-rates-by-grade-and-step/
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more compensable factors. Then rank each job in that cluster based on a ranking job
evaluation, (as explained earlier, in the Building Your Management Skills feature on
pages 331–332).

For each job, you may want to create a pay range. In general, you might choose as the
midpoint of that range the average pay rate you set for each job. Then produce a range of 
about 30% around this average, broken into five steps. (Thus, orderlies might earn from 
$8.00 to $12.60 per hour, in five steps.)

Required compensation policies will include amount of holiday and vacation pay (as 
we explain in Chapter 11), overtime pay policy, method of pay (weekly, biweekly, monthly),
garnishments, and time card or sign-in sheet procedures. For sources of sample policies see, 
for example, our HR systems discussion on pages 510–512.

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following questions. What type of job evaluation method would you use in
a company like Patty’s (see the chapter opener) with 15 employees? Why? What exactly
would you suggest she do now?

PRICING MANAGERIAL  
AND PROFESSIONAL JOBS
Developing compensation plans for managers or professionals is similar in many re-
spects to developing plans for any employee. The basic aim is the same: to attract, moti-
vate, and retain good employees. And job evaluation is about as applicable to managerial 
and professional jobs (below the top executive levels) as to production and clerical ones.

There are differences, though. Managerial jobs tend to stress harder-to-quantify fac-
tors like judgment and problem solving more than do production and clerical jobs. There 
is also more emphasis on paying managers and professionals based on their performance
or on what they can do, rather than on static job demands like working conditions. And
one must compete in the marketplace for executives who sometimes have the pay of rock 
stars. So, job evaluation, although still important, usually plays a secondary role to issues 
like bonuses, incentives, market rates, and benefits.

Compensating Executives and Managers
Compensation for a company’s top executives usually consists of four main elements.57

Base pay includes the person’s fixed salary as well as, often, guaranteed bonuses such y
as “10% of pay at the end of the fourth fiscal quarter, regardless of whether or not the 
company makes a profit.” The CEO of Oracle earned just over $96 million in one recent
year, and the CEO of Walt Disney Corporation $37.1 million.58 Short-term incentives
are usually cash or stock bonuses for achieving short-term goals, such as year-to-year 
increases in sales revenue. Long-term incentives aim to encourage the executive to take 
actions that drive up the value of the company’s stock and include things like stock op-
tions; these generally give the executive the right to purchase stock at a specific price for a 
specific period. Finally, executive benefits and perks include things such as supplemental
executive retirement pension plans, supplemental life insurance, and health insurance 
without a deductible or coinsurance. With so many complicated elements, employers 
must also be alert to the tax and securities law implications of their executive compensa-
tion decisions.59

What Determines Executive Pay?
For top executive jobs (especially the CEO), job evaluation typically has little relevance. 
The traditional wisdom is that company size and performance significantly affect top 
managers’ salaries. Yet studies from the early 2000s showed that size and performance 
explained only about 30% of CEO pay: “In reality, CEO pay is set by the board taking 

LEARNING OBJECTIVE 3 

Explain how to price 
managerial and 
professional jobs.

 B A S E

K
N

O

WLED
G

E 

http://www.mymanagementlab.com


338   PART 4 • COMPENSATION AND TOTAL REWARDS

into account a variety of factors such as the business strategy, corpo-
rate trends, and most importantly where they want to be in a short 
and long term.”60 One more recent study concluded that three main
factors, job complexity (span of control, the number of functional y
divisions over which the executive has direct responsibility, and
management level), the employer’s ability to pay (total profit andy
rate of return), and the executive’s human capital (educational level,l
field of study, work experience) accounted for about two-thirds of 
executive compensation variance.61 In practice, CEOs may have 
considerable influence over the boards of directors who theoreti-
cally set their pay. So, their pay sometimes doesn’t reflect strictly 
arms-length negotiations.62

Shareholder activism and government oversight have tightened 
the restrictions on what companies pay top executives. For example, 
the banking giant HSBC shelved plans to raise its CEO’s pay after
shareholders rejected the proposals.63

Managerial Job Evaluation

Many employers use job evaluation for pricing managerial jobs (at
least, below the top jobs). The basic approach is to classify all execu-
tive and management positions into a series of grades, each with a
salary range.

As with nonmanagerial jobs, one alternative is to rank the execu-
tive and management positions in relation to each other, grouping 
those of equal value. However, firms also use the job classification
and point evaluation methods. They use compensable factors like po-
sition scope, complexity, and difficulty. Job analysis, salary surveys, 
and the fine-tuning of salary levels around wage curves also play roles.

Compensating Professional Employees
In compensating professionals, employers should first ensure that
each employee is actually a “professional” under the law. The Fair 
Labor Standards Act “provides an exemption from both minimum 
wage and overtime pay for employees employed as bona fide ex-
ecutive, administrative, professional and outside sales employees.”64

However, calling someone a professional doesn’t make him or her so. In addition to 
earning at least $455 per week, the person’s main duty must “be the performance of 
work requiring advanced knowledge,” and “the advanced knowledge must be customar-
ily acquired by a prolonged course of specialized intellectual instruction.”65 One com-
pany hired a high school graduate as an exempt “Product design specialist II,” earning 
$62,000 per year. The job required 12 years of relevant experience, but no particular 
education. The court ruled the job was nonexempt.66

What to compensate is another problem. Jobs like engineer and scientist emphasize 
compensable factors such as creativity and problem solving, factors not easily measured
or compared.67 Furthermore, how do you measure performance? For example, the suc-
cess of an engineer’s invention depends on how well the firm markets it. Employers can
use job evaluation for professionals. Compensable factors here may include problem
solving, creativity, job scope, and technical knowledge and expertise.

Yet in practice, firms rarely rely on just job evaluation for pricing professional jobs.
Factors like creativity are hard to measure, and other issues often influence professionals’
job decisions. Competing for engineers in Silicon Valley illustrates the problem. Google
recently raised its employees’ salaries by 10% in the face of defections by even their 
highest-paid professionals, such as the head of its Chrome OS team.68 Many of these
Google professionals, although well paid by national standards, still felt underpaid. Some
undoubtedly moved to jobs they hoped would have more challenges. Many also probably 
felt that the best way to hit it big in terms of pay was to join a younger, faster-growing 
firm with stock options.

Computer-aided job evaluation can streamline
the job evaluation process. CEO pay is set 
by the board taking into account a variety
of factors such as the business strategy, 
corporate trends, and most importantly where 
they want to be in a short and long term.
Source: Monkey Business Images/Getty Images
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Most employers therefore use a market-pricing approach. They price professional 
jobs in the marketplace as best they can, to establish the values for benchmark jobs. Then 
they slot these benchmark jobs and their other professional jobs into a salary structure. 
Each professional discipline usually ends up having four to six grade levels, each with a
broad salary range. This helps employers remain competitive when bidding for profes-
sionals who literally have global employment possibilities.69

Improving Performance through HRIS
Payroll Administration

Payroll administration is one of the first functions most employers computerize or out-
source, and for good reason. Administering the payroll system—keeping track of each 
employee’s worker status, wage rate, dependents, benefits, overtime, tax status, and so 
on; computing each paycheck; and then directing the actual printing of checks or direct
deposits is a time-consuming task, one complicated by the need to comply with many 
federal, state, and local wage, hour, and other laws.

Many employers do perform this function in-house, usually with a payroll process-
ing software package. Intuit’s Basic Payroll lets the employer, “[e]nter hours worked andl
get instant paycheck calculations, including earnings, payroll taxes, and deductions.
Then print paychecks yourself. Basic Payroll calculates federal and state payroll taxes forl
you, so you can easily e-pay federal taxes and write a check for state taxes.”70 Kronos’s
Workforce Payroll automates the payroll process, and offers self-service features. For exl -
ample, Workforce Payroll will “[l]et your employees see pay stubs and earning histories,l
make changes to direct deposit and W-4 forms, print W-2s, and even check out how 
changes to their deductions will affect their paychecks.”71

On the other hand, many employers do outsource payroll administration to vendors 
such as ADP. These vendors offer a range of payroll processing options. For instance, 
smaller employers may opt to call in their payroll data to the vendor’s specialists, while 
larger ones may have this data processed automatically online. In deciding which vendor
to use, the employer should consider its goals and the potential economic benefits, as 
well as factors such as the vendor’s reputation. SHRM recommends evaluating the initial 
list of prospective vendors based on the employer’s goals for the relationship. Don’t just 
consider the relative economic benefits of outsourcing the function (rather than doing it
in-house), but also the desirability of integrating the employer’s internal systems with the 
vendor’s, streamlining tax compliance and filings, and increasing employee self-service.72

CONTEMPORARY TOPICS IN COMPENSATION
How employers pay employees is evolving. In this final section, we’ll look at six impor-
tant contemporary compensation topics, competency-based pay, broadbanding, talent 
management, comparable worth, board oversight, and total rewards.

Competency-Based Pay
Some question whether job evaluations’ aim to slot jobs into narrow cubbyholes 
(“Machinist I,” “Machinist II,” and so on) might not actually be counterproductive in 
high-performance work systems. Systems like these depend on flexible, multiskilled job 
assignments, and on teamwork. There’s thus no place here for employees to say “That’s 
not my job.” Competency-based pay (and broadbanding, explained later) aims to avoid y
that problem.73 With competency- or skill-based pay, you pay the employee for the skills 
and knowledge he or she is capable of using rather than for the responsibilities or title 
of the job currently held.74 Experts variously call this competence-, knowledge-, or skill-
based pay. With competency-based pay, an employee in a class I job who could (but may 
not have to at the moment) do class II work gets paid as a class II worker, not a class I.
Competencies are demonstrable personal characteristics such as knowledge, skills, and 
behaviors. Why pay employees based on the skill levels they achieve, rather than based
on the jobs they’re assigned to? With more companies organizing around teams, you 
want to encourage employees to get the skills required to rotate among jobs.

LEARNING OBJECTIVE 4 

Explain the difference 
between competency-
based and traditional 
pay plans.

competency-based pay
Where the company pays for the 
employee’s range, depth, and types 
of skills and knowledge, rather than 
for the job title he or she holds.
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Competency- or skill-based pay programs generally contain five elements. The em-
ployer defines specific required skills and chooses a method for basing the person’s pay ond
his or her skills. A training system lets employees acquire skills. There is a formal compeg -
tency testing system. And, the work isg designed so that employees can easily move amongd
jobs of varying skill levels. In practice, competency-based pay usually comes down to 
pay for knowledge or skill-based pay.75 As an example, review Chapter 4’s Figure 4.11 (on 
p. 141). For this job, BP lists the minimum level for each skill (such as Technical Ex-
pertise, and Problem Solving) someone holding this job must attain. As an employee
achieves each level of each skill, he or she would assumedly receive a bump in pay. (For
another example, see the accompanying HR in Practice feature.)

A recent survey found that only about 12% of employers use skill-based pay and
13% use competency-based pay.76 In challenging economic times, the efficiencies of job 
evaluation sometimes outweigh the flexibility that comes with competency-based pay.

HR IN PRACTICE

JLG’s Skill-Based Pay Program
JLG industries supplies access equipment such as aerial work 
platforms and mast booms.77 The firm instituted a skill-based
pay program to reward employees for the number of basic 
skills they can perform rather than for the jobs to which they 
are assigned.78 JLG integrated the skill pay program into its
existing payroll system, and supported it with a computer-
ized reporting system.

As an employee acquires and masters a new skill, JLG 
increases his or her pay on a scheduled basis. Pay increases
are directly proportional to employee “value” based on skill 
acquisition. Pay adjustment increments are $0.30 per hour
and can be in addition to regularly scheduled merit increases. 
Qualified employees are eligible to receive a skill-based wage 
adjustment at three times. The first increase is available at the
completion of an initial six-month probationary employment
period. An additional skill-based adjustment may come in 
conjunction with the employee’s annual merit review. Other 

skill-based adjustments are allowed yearly and six months 
after the annual merit review.

JLG assigns all hourly production and maintenance 
workers to a particular Job Family. A Job Family consists of a 
group of employees performing similar activities and requir-
ing similar skills. Each Job Family has a set of required skills,
including certain job-related skills as well as skills related to 
quality and safety.

To determine if an employee is qualified for a skill based 
pay raise, a comparison is made between the employee’s cur-rr
rent wage rate and the target rate within the Job Family to 
which the employee is assigned. Target pay rates are based on 
the degree of mastery of the complete skill set required for a 
Job Family. If the current wage rate is equal to or greater than 
the target rate, no pay adjustment is made. If the current rate 
is below the target rate, a skill-based adjustment is authorized 
for employees who mastered the Job Family’s skills.

 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following: Review our 
discussion of competencies in Chapter 4; then write three competency statements for one job you believe they would 
have at a company such as JLG. A useful competency statement includes three elements: the name and a brief descrip-
tion of the competency, a description of the observable behaviors that represent proficiency in the competency, and 
proficiency levels.

Broadbanding
Most firms end up with pay plans that slot jobs into classes or grades, each with its own 
vertical pay rate range. For example, the U.S. government’s pay plan consists of 18 main 
grades (GS-1 to GS-18), each with its own pay range. For an employee whose job falls 
in one of these grades, the pay range for that grade dictates his or her minimum and 
maximum salary.

The question is, “How wide should the salary grades be, in terms of the number of job 
evaluation points they include?” (For example, might the U.S. government want to collapse
its 18 salary grades into six or seven broader bands?) There is a downside to having (say, 18) 
narrow grades. For instance, if you want someone whose job is in grade 2 to fill in for a time
in a job that happens to be in grade 1, it’s difficult to reassign that person without lowering 
his or her salary. Similarly, if you want the person to learn about a job that happens to be in 
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grade 3, the employee might object to the reassignment without a corresponding raise to 
grade 3 pay. Traditional grade pay plans thus may foster inflexibility.

That is why some firms are broadbanding their pay plans.79 Broadbanding meansg
collapsing salary grades into just a few wide levels or bands, each of which contains a 
relatively wide range of jobs and pay levels. Figure 10.7 illustrates this. Here we consoli-
dated the company’s previous six pay grades into two broad grades or “broadbands.”

A company may create broadbands for all its jobs, or for specific groups such as pro-
fessionals. The pay rate range of each broadband is relatively large, since it ranges from 
the minimum pay of the lowest grade the firm merged into the broadband up to the max-
imum pay of the highest merged grade. Thus, for example, instead of having 10 salary 
grades, each of which contains a salary range of $15,000, the firm might collapse the 
10 grades into three broadbands, each with a set of jobs such that the difference between 
the lowest- and highest-paid jobs might be $40,000 or more. There is thus a much wider 
range of pay rates. You can move an employee from job to job within the broadband 
more easily, without worrying about the employee’s moving outside the relatively narrow 
rate range associated with a traditional narrow pay grade.

Pros and Cons

The basic advantage is that broadbanding injects greater flexibility into employee as-
signments.80 For example, “the employee who needs to spend time in a lower-level job to
develop a certain skill set can receive higher-than-usual pay for the work, a circumstance 
considered impossible under traditional pay systems.”81

On the other hand, broadbanding can be unsettling. Some people prefer the security 
of knowing exactly what their jobs and job titles are, and for them moving often from job 
to job can be unsettling.82

Comparable Worth
Comparable worth refers to the requirement to pay men and women equal wages for 
jobs that are of comparable (rather than strictly equal) value to the employer. Thus,
comparable worth may mean comparing quite dissimilar jobs, such as nurses to truck 

broadbanding
Consolidating salary grades and 
ranges into just a few wide levels or 
“bands,” each of which contains a 
relatively wide range of jobs and 
salary levels.

FIGURE 10.7
Broadbanded Structure 
and How It Relates to 
Traditional Pay Grades 
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comparable worth
The concept by which women who are 
usually paid less than men can claim 
that men in comparable rather than 
in strictly equal jobs are paid more.
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mechanics or secretaries to technicians. The question “comparable worth” seeks to ad-
dress is this: Should you pay women who are performing jobs equal to men’s or just l
comparable to men’s the same as men? If it’s only for equal jobs, then the tendency may 
be to limit women’s pay to that of the other, lower-paid jobs in which women tend to 
predominate.

County of Washington v. Gunther (1981) was a pivotal case for comparable worth. r
It involved Washington County, Oregon, prison matrons who claimed sex discrimina-
tion. The county had evaluated roughly comparable but nonequal men’s jobs as having 
5% more “job content” (based on a point evaluation system) than the women’s jobs, 
but paid the men 35% more.83 Why should there be such a pay discrepancy for roughly 
comparable jobs? Washington County finally agreed to pay 35,000 employees in female-
dominated jobs almost $500 million in pay raises over seven years to settle the suit.

Comparable worth has implications for job evaluation. Virtually every comparable
worth case that reached a court involved the point method of job evaluation. By assign-
ing points to dissimilar jobs, point plans facilitate comparability ratings among different
jobs. Should employers still use point-type plans? Perhaps the wisest approach is for em-
ployers to price their jobs as they see fit (with or without point plans). However ensure
that women have equal access to all jobs. In other words, eliminate sex-segregated jobs.

Diversity Counts
The Pay Gap

All this notwithstanding, women in the United States earn only about 81% as much as 
men.84 In general, education may reduce the wage gap somewhat.85 This “pay gap”, bad
as it is, is still an improvement: women earned only about 62% of what men earned in
1979, for instance.86

The problem is that big gaps remain. For example, new female medical doctors earn 
about $17,000 per year less than their male counterparts do.87 Even the progress that women
have made in pay can be a little misleading. Men working full-time still spent about five
hours more per week on the job than women, more men than women work 50 to 52 weeks 
per year, and women disproportionately are in lower paying occupations and fields.88

Reasons put forward for such male–female gaps range from the outdated notion that 
employers view women as having less leverage, to the fact that professional men change 
jobs more often (gaining more raises in the process) and that women tend to end up in 
departments that pay less.89 In any case, “the gap” is a problem employers should recog-
nize and address.

Watch It
How do companies actually adjust salaries and raises? If your professor has cho-
sen to assign this, go to www.mymanagementlab.com to watch the video 
Compensation (Focus Pointe) and then answer the questions to show what 
you’d do in this situation.

Board Oversight of Executive Pay
There are various reasons for boards clamping down on executive pay.90 For one thing, the 
Sarbanes-Oxley Act makes executives personally liable, under certain conditions, for corpo-
rate financial oversight lapses. The Dodd-Frank Law of 2010 requires that American com-
panies give shareholders a “say on pay.” Law firms are filing class-action suits demanding
information from companies about their senior executive pay decisions.91 In any event, law-
yers specializing in executive pay suggest that boards of directors (board compensation com-
mittees usually make executive pay decisions in large firms)92 ask themselves these questions:

• Has our compensation committee thoroughly identified its duties and processes?

• Is our compensation committee using the appropriate compensation advisors?

• Are there particular executive compensation issues that our committee should 
address?93

http://www.mymanagementlab.com


CHAPTER 10 • DEVELOPING COMPENSATION PLANS    343

• Do our procedures demonstrate diligence and independence? (This demands
careful deliberations and records.)

• Is our committee appropriately communicating its decisions? How will share-
holders react?94

EMPLOYEE ENGAGEMENT GUIDE  
FOR MANAGERS
Total Rewards Programs
Total rewards is an increasingly important concept in compensation management. People 
bring to their jobs many needs—for challenging work and for respect and appreciation, 
for instance—not all of which are satisfied by pay or bonuses. “ ‘Total rewards’ encom-
passes not only compensation and benefits but also personal and professional growth 
opportunities and a motivating work environment.”95 It includes not just traditional fi-
nancial rewards (wages and incentives plus benefits and perks,) but also non-financial
and intangible rewards such as recognition, the nature of the job/quality of work, career 
development opportunities,96 good relationships with managers and colleagues, organi-
zational justice, trust in employees, feeling of being valued and involved, opportunities
for promotion,97 and a great work climate.98 Total rewards also include recognition pro-
grams and redesigned jobs (discussed in Chapter 4), telecommuting programs, health
and well-being programs, and training and career development.

Non-cash recognition/appreciation rewards such as gift cards, merchandise, and 
recognition are part of such compensation.99 For example, a West Virginia DuPont plant
installed an online system that enabled employees to award each other recognition; 
95% were soon using it.100 International Fitness Holdings lets employees use a Facebook-
type application to recognize peers by posting messages and sending private e-mails.101

Employers contract with sites like Globoforce.com to provide online recognition systems.

Total Rewards and Employee Engagement
Research shows that if employee engagement is the aim, it makes sense to emphasize total
rewards, not just base pay.102 For example, one study found that base pay and benefits alone 
had a weak relationship with the organization’s ability to foster employee engagement.103

However, intangible rewards such as organization climate, the nature of the job/quality of 
work, and career development opportunities had a high or very high impact on engagement
and performance, when combined with base salary and short-term incentives or bonuses.104

Not surprisingly, many high-engagement employers do make total rewards a big part 
of their human resource strategies. For example, Toyota lays out its human resource val-
ues in what it calls “The Toyota Way.” These values include “mutual trust and respect 
between labor and management,” “stable employment that avoids layoffs and termina-
tions to the maximum extent,” helping employees to develop their technical skills,” and 
“support for production staff combining work with childcare, career design support, 
and raising of corporate awareness.” Disney emphasizes the importance of providing 
its employees/cast members with a total rewards package that includes pay plus various
benefits and career development opportunities.105

Many of the “Best Companies to Work For” pay well but also emphasize intangible re-
wards. These intangible rewards include, for example, “the vice chair at NetApp calling 10 to 
20 employees a day who had gotten caught ‘doing something right’,” “Whole Foods [taking]
transparency to a whole new level, giving employees votes on new hires, field trips to visit sup-
pliers and visibility into everyone’s salaries,”106 and stimulating work, an empowering man-
agement philosophy, flexible work, and being happy at work at the software company SAS.107

Important though they are, many employers don’t communicate to employees the 
existence and value of such non-financial rewards; this diminishes their impact. The em-
ployer should issue total reward statements periodically. List all the rewards—financial
and nonfinancial—the company offers, and note their importance to the employees’ 
overall well-being.108

LEARNING OBJECTIVE 5 

Explain the importance 
of total rewards for 
improving employee 
engagement.
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Review

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .

SUMMARY

1. In establishing strategic pay plans, managers first
need to understand some basic factors in determin-
ing pay rates. Employee compensation includes both 
direct financial payments and indirect financial
statements. The factors determining the design of 
any pay plan include legal, union, company strategy/
policy, and equity. Legal considerations include, most 
importantly, the Fair Labor Standards Act, which
governs matters such as minimum wages and over-
time pay. Specific categories of employees are exempt
from the act or certain provisions of the act, particu-
larly its overtime provisions. The Equal Pay Act of 
1963 and the Employee Retirement Income Security 
Act are other important laws.

2. The process of establishing pay rates while ensuring 
external, internal, and procedural equity consists of 
several activities: conducting a salary survey, deter-
mining the worth of each job, doing a job evaluation,
grouping jobs comprised of approximately equal dif-ff
ficulty and pricing each pay grade with wage curves,
and fine-tuning pay rates.
• Salary surveys may be informal phone or Internet 

surveys, or formal surveys conducted by the em-
ployer or utilizing commercial, professional, and/
or government salary surveys.

• Job evaluation is a systematic comparison done in 
order to determine the worth of one job relative to
another based on compensable factors.

• Compensable factors refer to compensable ele-
ments of a job such as skills and efforts.

• Popular job evaluation methods include ranking, 
job classification, the point method, and factor 
comparison. With ranking, for instance, you con-
duct a job analysis, group jobs by department, and 
have raters rank jobs.

• Once the committee uses job evaluation to deter-
mine the relative worth of each job, it can turn to 
the task of assigning pay rates to each job; it would 
usually first want to group jobs into pay grades to 
streamline the process.

• The team can then use wage curves to price each
grade and then fine-tune pay rates.

3. Pricing managerial and professional jobs involves
some special issues. Managerial pay typically consists 
of base pay, short-term incentives, long-term incen-
tives, and executive benefits and, particularly at the 
top levels, doesn’t lend itself to job evaluation but 
rather to understanding the job’s complexity, the em-
ployer’s ability to pay, and the need to be competitive 
in attracting top talent.

4. We addressed several important special topics in
compensation. Broadbanding means consolidat-
ing several rates and ranges into a few wide levels
or “bands,” each of which contains a relatively 
wide range of jobs in salary levels. Broadbanding 
encourages employees to move freely from job to
job and facilitates implementing team-based high-
performance management systems. More employers
are moving from paying jobs based on their intrinsic 
duties toward paying jobs based on the competen-
cies the job requires. The main reason for doing so 
is to encourage employees to develop the competen-
cies they need to move seamlessly from job to job. 
Comparable worth refers to the requirement to pay 
men and women equal pay for jobs that are compa-
rable rather than strictly equal value to the employee. 
With many stockholders concerned with excessive 
executive remuneration, board oversight of executive 
pay has become an important issue, and boards of 
directors should use qualified advisers and exercise 
diligence and independence in formulating executive 
pay plans. Total rewards encompass the traditional 
compensation components, but also things such as 
recognition and redesigned more challenging jobs.

5. Research shows that if employee engagement is the
aim, it makes sense to emphasize total rewards, not just 
base pay. For example, one study found that base pay 
and benefits alone had a weak relationship with the 
organization’s ability to foster employee engagement. 
However, intangible rewards such as organization cli-
mate, the nature of the job/quality of work, and career 
development opportunities had a high or very high im-
pact on engagement and performance, when combined 
with base salary and short-term incentives or bonuses.
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KEY TERMS

employee compensation 321
direct financial payments 321
indirect financial payments 321
Davis-Bacon Act (1931) 322
Walsh-Healey Public Contract Act (1936) 322
Title VII of the 1964 Civil Rights Act 323
Fair Labor Standards Act (FLSA; 1938) 323
Equal Pay Act (1963) 326
Employee Retirement Income Security Act 

(ERISA) 326
job evaluation 328
market-competitive pay system 329, 350
salary survey 329
compensable factor 330

benchmark job 331
ranking method 331
job classification (or grading) method 333
classes 333
grades 333
grade definition 333
point method 333
wage curve 334
pay (or wage) grade 334
pay (or rate) ranges 335, 352
competency-based pay 339
broadbanding 341
comparable worth 341
compa ratio 352

DISCUSSION QUESTIONS

10-1. Differentiate between contemporary 
competency-based (or skill-based) pay and 
conventional pay on the basis of job evaluation.

10-2. What four forms of equity should managers
address to ensure equitable employee
compensation?

10-3. What tools do managers use to ensure that 
employees perceive their compensation as fair?

10-4. What are the pros and cons of broadbanding, 
and would you recommend your current
employer (or some other firm you’re familiar
with) use it? Why or why not?

10-5. It was reported in the news that the average 
pay for most university presidents was around

$250,000 per year, but that a few earned much 
more. For example, the president of Yale
University received more than $1 million in
2012. Discuss why you would (or would not) pay 
university presidents as much as or more than 
many corporate CEOs.

10-6. Define and give an example of how to conduct a 
job evaluation.

10-7. Explain in detail how to establish a market-
competitive pay plan.

10-8. Explain how to price managerial and 
professional jobs.

INDIVIDUAL AND GROUP ACTIVITIES

10-9. Working individually or in groups, conduct
salary surveys for the following positions:
entry-level accountant and entry-level chemical
engineer. What sources did you use, and what 
conclusions did you reach? If you were the HR 
manager for a local engineering firm, what would 
you recommend that you pay for each job?

10-10. Working individually or in groups, develop
compensation policies for the teller position at 
a local bank. Assume that there are four tellers: 
two were hired in May and the other two were 

hired in December. The compensation policies
should address the following: appraisals, raises,
holidays, vacation pay, overtime pay, method of 
pay, garnishments, and time cards.

10-11. Working individually or in groups, access
relevant websites to determine what equitable 
pay ranges are for these jobs: chemical engineer,
marketing manager, and HR manager, all with a 
bachelor’s degree and 5 years’ experience. Do so
for the following cities: New York, New York; San 
Francisco, California; Houston, Texas; Denver, 
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Try It
How would you use pay or other components of a total rewards program to
solve a “motivation problem” in a company? If your professor has chosen 
to assign this, go to www.mymanagementlab.com and complete the 
motivation simulation to find out.

http://www.mymanagementlab.com
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Colorado; Miami, Florida; Atlanta, Georgia;
Chicago, Illinois; Birmingham, Alabama; 
Detroit, Michigan; and Washington, DC. For 
each position in each city, what are the pay 
ranges and the average pay? Does geographic 
location impact the salaries of the different 
positions? If so, how?

10-12. The PHR and SPHR Knowledge Base appendix 
(pp. 515–523) lists the knowledge someone 
studying for the HRCI certification exam
needs to have in each area of human resource
management (such as in Strategic Management, 
Workforce Planning, and Human Resource
Development). In groups of four to five students,
do four things: (1) review that appendix now; 
(2) identify the material in this chapter that 
relates to the required knowledge the appendix 
lists; (3) write four multiple-choice exam

 B A S E

K
N

O

WLED
G

E 

questions on this material that you believe would 
be suitable for inclusion in the HRCI exam; and
(4) if time permits, have someone from your
team post your team’s questions in front of the 
class, so the students in other teams can take 
each other’s exam questions.

10-13. Some of America’s executives have come under
fire because their pay seemed to some to be
excessive, given their firms’ performances. To 
choose just two of many: one Citigroup division 
head was due a $97 million bonus, and Merrill
Lynch paid tens of millions in bonuses soon
after Bank of America rescued it. However, big
institutional investors are no longer sitting back 
and not complaining. For example, pension 
manager TIAA-CREF is talking to 50 companies 
about executive pay. Do you think they are right 
to make a fuss? Why?

MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

10-14. Should the job evaluation depend on an appraisal of the jobholder’s 

performance? Why? Why not?

10-15. Do small companies need to develop a pay plan? Why or why not?

Philadelphia Business Center had routinely paid some of its 
female “primary care” and “specialty care” level III pharma-
ceutical sales specialists an average of $1,700 less than men
with the same positions. Because of the company’s pay se-
crecy policies, many of the women didn’t know they were 
being paid less. In addition to the financial settlement, 
AstraZeneca and OFCCP will review records of the firm’s 
female employees in 14 states. If they find additional statis-
tical evidence of wage discrimination, the company must
remedy it.

Questions
AstraZeneca has brought you in as a compensation consul-
tant. Here are the questions they would like you to answer
for them:

10-16. Although the case with OFCCP is closed, we won-
der if there are any less discriminatory explanations 
possible for why our women sales reps on average
earned less than men. If so, what are they?

More than 50 years after passage of the Equal Pay Act, 
women in America still earn about 81 cents for every dol-
lar earned by a man. That adds up to a loss for the average
female worker of about $380,000 over a lifetime.

Recently, the U.S. Department of Labor’s Office of Fed-
eral Contract Compliance Programs (OFCCP) entered into 
an agreement with AstraZeneca, a large international phar-
maceuticals firm, for the company to pay some of its female 
sales associates a total of $250,000.109 AstraZeneca had a con-
tract valued at over $2 billion with the U.S. Department of 
Veterans Affairs to provide drugs to hospitals around the 
country. That made it subject to Executive Order 11246, 
which aims to ensure that employees of U.S. contractors and 
subcontractors with federal contracts pay their employees
fairly without regard to sex, race, color, religion and national 
origin.

After conducting a compliance review, the OFCCP con-
cluded that AstraZeneca violated Executive Order 11246 by 
failing to ensure certain women employees were paid fairly. 
According to the OFCCP lawsuit, AstraZeneca’s Wayne, PA

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Salary Inequities at AstraZeneca
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10-17. Our company now uses a point method to evaluate 
jobs for pay purposes, and each resulting job class 
also has a rate range associated with it. Sales associ-
ates are now paid a salary, not based on incentive 
pay. List three specific things we can do to ensure 

that a similar problem (inequitable pay based on 
gender) does not arise again, assuming they con-
tinue using the point plan.

10-18. What sort of compensation plan would you recom-
mend for us, and why?

The New Pay Plan

Carter Cleaning Centers does not have a formal wage struc-
ture nor does it have rate ranges or use compensable factors.
Wage rates are based mostly on those prevailing in the sur-
rounding community and are tempered with an attempt on 
the part of Jack Carter to maintain some semblance of equity 
between what workers with different responsibilities in the 
stores are paid.

Carter does not make any formal surveys when deter-
mining what his company should pay. He peruses the want 
ads almost every day and conducts informal surveys among 
his friends in the local chapter of the laundry and cleaners 
trade association. While Jack has taken a “seat-of-the-pants” 
approach to paying employees, his salary schedule has been 
guided by several basic pay policies. Although many of his
colleagues adhere to a policy of paying minimum rates, Jack 
has always followed a policy of paying his employees about 
10% above what he feels are the prevailing rates, a policy that

he believes reduces turnover while fostering employee loy-
alty. Of somewhat more concern to Jennifer is her father’s 
informal policy of paying men about 20% more than women 
for the same job. Her father’s explanation is, “They’re stron-
ger and can work harder for longer hours, and besides they 
all have families to support.”

Questions
10-19. Is the company at the point where it should be set-

ting up a formal salary structure based on a com-
plete job evaluation? Why?

10-20. Is Jack Carter’s policy of paying 10% more than the
prevailing rates a sound one, and how could that be
determined?

10-21. Similarly, is Carter’s male–female differential wise?
If not, why not?

10-22. Specifically, what would you suggest Jennifer do
now with respect to her company’s pay plan?

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company

EXPERIENTIAL EXERCISE
Ranking the College’s Administrators

Purpose: The purpose of this exercise is to give you 
experience in performing a job evaluation using the
ranking method.

Required Understanding: You should be thoroughly 
familiar with the ranking method of job evaluation 
and obtain job descriptions for your college’s dean,
department chairperson, director of admissions, library 
director, registrar, and your professor.

How to Set Up the Exercise/Instructions: Divide the
class into groups of four or five students. The groups 
will perform a job evaluation of the positions of dean,

department chairperson, and professor using the 
ranking method.

10-23. Perform a job evaluation by ranking the 
jobs. You may use one or more compensable
factors.

10-24. If time permits, a spokesperson from each
group can put his or her group’s rankings on
the board. Did the groups end up with about 
the same results? How did they differ? Why 
do you think they differed?
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Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

ENDNOTES

http://www.pearsonglobaleditions.com/Dessler
www.pearsonglobaleditions.com/Dessler
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As we said, many firms simply price their jobs based on what 
other employers are paying—they use a market-based ap-
proach. However, most employers also base their pay plans
on job evaluations. In a market-competitive pay plan a job’s
compensation reflects the job’s value in the company, as well 
as what other employers are paying for similar jobs in the 
marketplace. Because the point method (or “point-factor 
method”) is so popular, we’ll use it as the centerpiece of our 
step-by-step example for creating a market-competitive
pay plan.110 The 16 steps in creating a market-competitive
pay plan begin with choosing benchmark jobs.

1. CHOOSE BENCHMARK JOBS
Particularly when an employer has dozens or hundreds of 
different jobs, it’s impractical and unnecessary to evalu-
ate each of them separately. Therefore, the first step in the
point method is to select benchmark jobs. Benchmark jobs 
are representative of the entire range of jobs the employer
needs to evaluate. Like “accounting clerk” they should be 
common among employers (thus making it easier to sur-
vey what competitors are paying for similar jobs).111

2. SELECT COMPENSABLE 
FACTORS
The choice of compensable factors depends on tradition
(as noted, the Equal Pay Act of 1963 uses four compen-
sable factors: skill, effort, responsibility, and working con-
ditions), and on strategic and practical considerations. For 
example, if your firm’s competitive advantage is quality,
you might substitute “responsibility for quality” for work-
ing conditions, or simply add it as a fifth factor.112 Simi-
larly, using “working conditions” makes little practical 
sense for evaluating executive jobs.

The employer should carefully define each factor.
This is to ensure that the evaluation committee members 
will each apply the factors with consistency. Figure 10A.1 
shows (on top) one such definition, in this case for the fac-
tor job complexity. The human resource specialist often 
draws up the definitions.

3. ASSIGN WEIGHTS TO 
COMPENSABLE FACTORS
Having selected compensable factors, the next step is
to determine the relative importance (or weighting) 

Appendix to Chapter 10:  
How to Create a Market-Competitive Pay Plan 
Using the Point Plan Job Evaluation Method

of each factor (for instance, how much more impor-
tant is “skill” than “effort”?). This is important because 
for each cluster of jobs some factors are bound to be 
more important than others are. Thus, for executive 
jobs the “mental requirements” factor would carry far 
more weight than would “physical requirements.” To
assign weights, we assume we have a total 100 percent-
age points to allocate for each job. Then (as an illustra-
tion), assign percentage weights of 60% for the factor
job complexity, 30% for effort, and 10% for working 
conditions.113

4. CONVERT PERCENTAGES 
TO POINTS FOR EACH 
FACTOR
Next, we want to convert the percentage weights as-
signed to each compensable factor into point values for 
each factor (this is, after all, the point method). It is tra-
ditional to assume we are working with a total number of 
1,000 points (although one could use some other figure).
To convert percentages to points for each compensable 
factor, multiply the percentage weight for each compensable 
factor (from the previous step) by 1,000.114 This will tell you 
the maximum number of points for each compensable fac-
tor. Doing so in this case would translate into 1,000 × 0.60 
or 600 possible points for job complexity, 1,000 × 0.30 or 
300 points for effort, and 1,000 × 0.10 or 100 points for 
working conditions.

5. DEFINE EACH FACTOR’S 
DEGREES
Next, split each factor into degrees, and define (write de-
gree definitions for) each degree so that raters may judge
the amount or degree of a factor existing in a job. Thus, 
for a factor such as “job complexity” you might choose to 
have five degrees, ranging from “here the job is routine”
to “uses independent judgment.” (Our definitions for each 
degree are shown in Figure 10A-1 under “Job Complexity 
Degree Definitions: What to Look for in the Job”). The 
number of degrees usually does not exceed five or six, and 
the actual number depends mostly on judgment. Thus, if 
all employees work either in a quiet, air-conditioned office 
or in a noisy, hot factory, then two degrees would probably 
suffice for the factor “working conditions.” You need not 
have the same number of degrees for each factor, and you 
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should limit degrees to the number necessary to distin-
guish among jobs.

6. DETERMINE FOR EACH 
FACTOR ITS FACTOR 
DEGREES’ POINTS
The evaluation committee must be able to determine the 
number of points each job is worth. To do this, the com-
mittee must be able to examine each job and (from each
factor’s degree definitions) determine what degree of each
compensable factor that job has. For them to do this, we 
must first assign points to each degree of each compensable 
factor. For example, in our illustration, we have five pos-
sible degrees of job complexity, and the job complexity 
compensable factor is worth up to 600 points maximum. 
In our case, we simply decide that the first degree level of 
job complexity is worth 120 (or one-fifth of 600) points, 
the second degree level is worth 240 points, the third de-
gree level is worth 360 points, the fourth degree level is
worth 480 points, and the fifth degree is worth the maxi-
mum 600 points (see Figure 10A.1).115 Do this for each
factor (as in Table 10A.1).

7. REVIEW JOB DESCRIPTIONS 
AND JOB SPECIFICATIONS
The heart of job evaluation involves determining the 
amount or degree to which the job contains the selected 
compensable factors such as effort, job complexity, and 
working conditions. The team conducting the job evalu-
ation will frequently do so by first reviewing each job’s 
job description and job specification. As we explained in
Chapter 4 (Job Analysis), it is through the job analysis that 
the manager identifies the job’s duties and responsibili-
ties and writes the job description and job specification. 
Ideally, the job analysis should therefore have included
information about the compensable factors (such as job 
complexity) around which the employer plans to build its
compensation plan.116

8. EVALUATE THE JOBS
Steps 1–7 provide us with the information (for instance, 
on points and degrees) based on which we can evaluate 
the jobs. The committee now gathers the job descriptions 
and job specifications for the benchmark jobs they will 
focus on.

Factor Definition: What Is Job Complexity? Job complexity generally refers to the amount of 
judgment, initiative, ingenuity, and complex data analysis that doing the job ryy equires. To what 
extent does the person doing this job confront unfamiliar problems, deal with complex decisions, 
and have to exercise discretion?

Degree Points
Job Complexity Degree Definitions: 

What to Look for in the Job

First

Second

Third

Fourth

Fifth

120

240

360

480

600

Here the job is routine and consists of repetitive operations 
requiring little or no choice of action and the automatic
application of easily understood rules and procedures. For 
example, a filing clerk.

Here the employee follows detailed instructions but 
may have to make limited decisions based on previously
prescribed instructions which lay our prescribed alternatives. 
For example, a billing clerk or a receptionist.

Here the employee again follows detailed instructions but
because the number of matters to consider is more varied 
the employee needs to exhibit initiative and independent 
judgment, under direct supervision. For example, a nurse’s ’
aide.

Here the employee can generally follow standard practices 
but the presence of nonroutine problems requires that the 
employee be able to use initiative and judgment to analyze
and evaluate situations, possibly modifying the standard 
procedures to adjust to the new situations. For example, 
a nurse.

On this job, the employee needs to use independent
judgment and plan and perform complex work under only
general supervision, often working independently toward 
achieving overall results. For example, medical intern.

FIGURE 10A.1
Illustrative Point Values 
and Degree Definitions 
for the Factor Job
Complexity

Source: Copyright Gary 
Dessler, PhD.
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Then, from their review of each job description and
job specification the committee determines the degree to 
which each compensable factor is present in each job. Thus
for, say, a job of master mechanic, the team might con-
clude (after studying the job description and job specifi-
cation) that the master mechanic’s job deserves the third 
degree level of job complexity points, the first degree level y
of effort, and the first degree level of working conditions.

Knowing the job complexity, effort, and working con-
ditions degrees for each job, and knowing the number of 
points we previously assigned to each degree of each com-
pensable factor, we can now determine how many job 
complexity, effort, and working conditions points each 
benchmark job should contain. (We know the degree level 
for each factor for each job, so we merely check the cor-
responding points [see Table 10A-1] that we previously 
assigned to each of these degrees.)

Finally, we add up these degree points for each job to 
determine each job’s total number of points.117 The mas-
ter mechanic job gets 360 + 60 + 20 = 440 points from 
Table 10A-1. This enables us to list a hierarchy of jobs, 
based upon each job’s points. We can soon turn to assign-
ing wage rates to each job (step 9). But first, we should 
define market-competitive pay plan and wage curve.

WHAT IS A MARKET-COMPETITIVE PAY PLAN? What should 
the pay rate be for each job? Of course, jobs with more points 
should command higher pay. The question is what pay rate 
to use. Our company’s current, “internal” pay rates? Or pay 
rates based on what the “external” market is paying?118

With a market-competitive pay system, the employ-
er’s actual pay rates are competitive with those in the rel-
evant labor market, as well 
as equitable internally.119 Put
simply, the basic approach
is to compare what the em-
ployer is currently payingy
for each job (“internal pay”) 
with what the market is 
paying for the same or similar job (“external pay”), and 
then to combine this information to produce a market-
competitive pay system.

USE WAGE CURVES We saw earlier that the wage curve 
typically shows the pay rates paid for jobs, relative to 
the points or rankings assigned to each job by the job 

evaluation. Figure 10A.2 presents an example. Note again 
that it shows pay rates for jobs on the vertical axis, and 
point values for these jobs along the horizontal axis. The 
purpose of the wage curve is to show the relationships 
between (1) the value of the job (expressed in points) as 
determined by one of the job evaluation methods and 
(2) the pay rates for the job. (We’ll see that many employers 
may combine jobs into classes or grades. Here the wage
curve would show the relationship between average pay 
rates for each grade, and each grade’s average point value.)
The pay rates on the wage curve are traditionally those
now paid by the employer. However, if there is reason 
to believe the current pay rates are out of step with the
market rates for these jobs, the employer will have to
adjust them. One way to do this is to compare a wage 
curve that shows the jobs’ current wage rates relativet
to the jobs’ points, with a second curve that shows 
market wage rates relative to points. We do this as follows.t

9. DRAW THE CURRENT 
(INTERNAL) WAGE CURVE
First, to study how each job’s points relates to its current 
pay rate, we start by drawing an internal wage curve. Plot-
ting each job’s points and the wage rate the employer is

TABLE 10A.1 Points Assigned to Factors and to Their Degrees (Revised)

Factors
First-Degree 

Points
Second-Degree 

Points
Third-Degree 

Points
Fourth-Degree 

Points
Fifth-Degree 

Points

Job complexity (Total maximum 
points equal 600)

120 240 360 480 600

Effort (Total maximum points 
equal 300)

60 120 180 240 300

Working conditions (Total 
maximum points equal 100
points)

20 40 60 80 100

FIGURE 10A.2
Plotting a Wage Curve
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market-competitive pay 
system
A pay system in which the em-
ployer’s actual pay rates are com-
petitive with those in the relevant 
labor market.
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now paying for each job (or wage rates, if there are several 
for each job) produces a scatter plot as in Figure 10A.3
(left). We now draw a wage curve (on the right) through 
these plots that shows how point values relate to current 
wage rates. We can draw this wage line by just estimat-
ing a line that best fits the plotted points (by minimiz-
ing the distances between the plots and the curve). Or
we can use regression, a statistical technique. Using the
latter will produce a current/internal wage curve that best 
fits the plotted points. In any case, we show the results in 
Figure 10A.3 (right).120

10. CONDUCT A MARKET 
ANALYSIS: SALARY SURVEYS
Next, we must compile the information needed to draw an 
external wage curve for our jobs, based on what other em-
ployers are paying for similar jobs. We saw earlier in this 
chapter how to conduct salary surveys—surveys of what 
others are paying.121

11. DRAW THE MARKET 
(EXTERNAL) WAGE CURVE
The current/internal wage curve from step 9 is helpful.
For example, showing, as it does, how a job’s current pay 
rate compares with its points helps the employer identify 
jobs for which pay rates are currently too high or too low, 
relative to others in the company. (For example, if a job’s 
current wage rate is well above the internal wage curve, it
suggests that the present wage rate for that job is inequi-
tably high, given the number of points we’ve assigned to
that job.)

What the current (internal) wage curve does not ret -
veal is whether our pay rates are too high, too low, or just
right relative to what other firms are paying. For this, we 
need to draw a market or ext ternal wage curve.

To draw the market/external wage curve, we produce
a scatter plot and wage curve as in Figure 10A.4 (left and
right). However, instead of using our firm’s current wage 
rates, we use market wage rates (obtained from salary sur-
veys). The market/external wage curve compares our jobs’
points with market pay rates for our jobs.

12. COMPARE AND ADJUST 
CURRENT AND MARKET 
WAGE RATES FOR JOBS
How different are the market rates others are paying for
our jobs and the current rates we are now paying for our
jobs? To determine this, we can draw both the current/in-
ternal and market/external wage curves on one graph, as 
in Figure 10A.5. The market wage curve might be higher 
than our current wage curve (suggesting that our cur-
rent pay rates may be too low), or below our current wage 
curve (suggesting that our current wage rates might be too 
high). Or perhaps market wage rates are higher for some
of our jobs and lower for others.122

Based on comparing the current/internal wage curve 
and market/external wage curve in Figure 10A-5, we must 
decide whether to adjust the current pay rates for our jobs, 
and if so how. This calls for a policy decision by manage-
ment. Strategic considerations influence this decision. Do 
our strategic aspirations suggest we should pay more, the
same, or less than competitors? For example, we might
decide to move our current internal wage curve up (and 
thereby give everyone a raise), or down (and thereby per-
haps withhold pay increases for some time), or adjust the 
slope of the internal wage curve to increase what we pay 

FIGURE 10A.3
The Current/Internal Wage Curve
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FIGURE 10A.4
The Market/External Wage Curve
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FIGURE 10A.5
Plotting Both the Market and Internal Wage Curves
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for some jobs and decrease what we pay for others. In 
any case, the wage curve we end up with (the orange line
in Figure 10A.6) should now be equitable internally (in
terms of the point value of each job) and equitable exter-
nally (in terms of what other firms are paying).123

13. DEVELOP PAY GRADES
We saw that employers typically group similar jobs (in
terms of points) into grades for pay purposes. Then, in-
stead of having to deal with hundreds of job rates, you 
might only have to focus on, say, pay rates for 10 or
12 pay grades. It is standard to establish grades of equal
point spread. (In other words, each grade might include 
all those jobs falling between 50 and 100 points, 100 and 
150 points, 150 and 200 points, etc.) Since each grade is 
the same width, the main issue involves determining how 
many grades to have. There doesn’t seem to be any op-
timal number, although 10 to 16 grades for a given job 
cluster (shop jobs, clerical jobs, etc.) seems to be common. 
You need more pay grades if there are, say, 1,000 jobs to be
graded than if there are only 100.

14. ESTABLISH RATE RANGES
Most employers do not pay just one rate for all jobs in
a particular pay grade. For example, GE Medical won’t 
want to pay all its accounting clerks, from beginners to 
long tenure, at the same rate, even though they may all
be in the same pay grade. Instead, employers develop 
vertical pay (or “rate”) ranges for each of the horizon-
tal pay grades (or pay 
classes). These pay (or 
rate) ranges often appear 
as vertical boxes within 
each grade, showing min-
imum, maximum, and
midpoint pay rates for that grade, as in Figure 10A.6. 
(Specialists call this graph a wage structure. Figure 10A.6
graphically depicts the range of pay rates—in this case,
per hour—paid for each pay grade.)

Developing Rate Ranges
As in Figure 10A.6, the wage curve usually anchors the 
average pay rate for each vertical pay range. The firm 
might then arbitrarily decide on a maximum and mini-
mum rate for each grade, such as 15% above and below 
the wage curve. As an alternative, some employers al-
low the pay range for each grade to become taller (they 
include more pay rates) for the higher pay ranges, re-
flecting the greater demands and performance variabil-
ity inherent in more complex jobs. As in Figure 10A.6,
most employers structure their rate ranges to overlap a
bit, so an employee in one grade who has more experi-
ence or seniority may earn more than would someone in 
an entry-level position in the next higher pay grade.124

There are several reasons to use pay ranges for each
pay grade. First, it lets the employer take a more flexible 
stance in the labor market. For example, it makes it easier
to attract experienced, higher-paid employees into a pay 
grade at the top of the range, since the starting salary for 
the pay grade’s lowest step may be too low to attract them. 
Pay ranges also let companies provide for performance
differences between employees within the same grade or
between those with different seniorities.

Compensation experts
sometimes use compa ratios.
The compa ratio equals an
employee’s pay rate divided
by the pay range midpoint 
for his or her pay grade. A
compa ratio of 1 means the 
employee is being paid exactly at the pay range midpoint. If 
the compa ratio is above 1, then the person’s pay rate exceeds 
the midpoint pay for the job. If it is below, then the pay rate 
is less than the midpoint. The compa ratio can help reveal 
how many jobs in each pay grade are paid above and below 
competitive pay rates.125

FIGURE 10A.6
Wage Structure
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15. ADDRESS REMAINING JOBS
To this point, we have focused our job evaluation on a 
limited number of benchmark jobs, as is traditional. We 
now want to add our remaining jobs to the wage struc-
ture. We can do this in two ways. We can evaluate each of 
the remaining jobs using the same process we just went
through. Or we can simply slot the remaining jobs into 
the wage structure where we feel they belong, without for-
mally evaluating and assigning points to these jobs. Jobs 
similar enough to our benchmark jobs we can easily slot
into the wage structure. Jobs we’re not sure about should 
undergo the same job evaluation process; we assign points
to them and precisely slot them into the wage structure.126

16. CORRECT OUT-OF-LINE 
RATES
Finally, the wage rate the firm is now paying for a par-
ticular job may fall well off the wage curve or well outside 

the rate range for its grade, as illustrated in Figure 10.5,
page 334. This means that the average pay for that job is 
currently too high or too low, relative to other jobs in the 
firm. For underpaid jobs, the solution is clear: Raise the 
wages of underpaid employees to the minimum of the rate
range for their pay grade.

Current pay rates falling above the rate range are a dif-ff
ferent story. These are “red circle,” “flagged,” or “overrates.”
There are several ways to cope with this problem. One is 
to freeze the rate paid to these employees until general
salary increases bring the other jobs into line. A second
option is to transfer or promote the employees involved
to jobs for which you can legitimately pay them their cur-
rent pay rates. The third option is to freeze the rate for six 
months, during which time you try to transfer or promote
the overpaid employees. If you cannot, then cut the rate 
you pay these employees to the maximum in the pay range 
for their pay grade. 
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INTRODUCTION

Mal seemed to have everything you’d want in a travel
agent. He was smart, good with numbers, sociable, and
loved traveling. Lisa thought he’d make a great agent
in her Chicago travel agency, so she hired him. Three 
weeks later, she regretted her choice. Twice last week 
Mal failed to follow up when clients called, and Thursday 
Lisa found him sleeping at his desk. “What do I have to 
do to light a fire under this guy?” she asked Paul, her 
husband and business partner.

The salary and wage plans we discussed in Chapter 10
represent just part of most employers’ total compensation 
packages. Most today also offer incentive pay, such

LEARNING OBJECTIVE 1
Discuss the main 
incentives for individual 
employees.

financial incentives
Financial rewards paid to workers 
whose production exceeds some 
predetermined standard.

productivity
The ratio of outputs (goods and 
services) divided by the inputs 
(resources such as labor and capital).

as year-end bonuses. And virtually all offer benefits such as insurance plans. We’ll 
look at incentives and benefits in this chapter, starting with incentives for individual 
employees.

INDIVIDUAL EMPLOYEE INCENTIVE PLANS
Frederick Taylor popularized financial incentives—financial rewards paid to workers
whose production exceeds some predetermined standard—in the late 1800s. As a super-
visor at the Midvale Steel Company, Taylor was concerned with what he called “system-
atic soldiering”—the tendency of employees to produce at the minimum acceptable level. 
Some workers then had the energy to run home and work on their houses after a 12-hour 
day. Taylor knew that if he could harness this energy at work, Midvale would be much
more productive. Productivity “is the ratio of outputs (goods and services) divided by y
the inputs (resources such as labor and capital).”1 In pursuing higher productivity, Taylor 
turned to devising improved financial incentives.

Today’s employers use many incentives. All incentive plans are pay-for-performance
plans, since they tie workers’ pay to performance.2 Variable pay usually means incentive y
plans that tie a group’s pay to company profitability (although some experts use variable pay
to include incentive plans for individual employees);3 profit-sharing plans are one example.4

Individual Incentive Plans: Piecework Plans
Piecework is the oldest and most popular individual incentive plan. Here you pay the k
worker a sum (called a piece rate) for each unit he or she produces. (Of course, the worker 
must make at least the minimum wage, so the plan should guarantee at least that.) The 
crucial issue is the production standard. Industrial engineers often set this—for instance, 
in terms of a standard number of units per hour. But in practice, most employers set the 
piece rates more informally.

Straight piecework entails a strict proportionality between results and rewards rek -
gardless of output. The standard hour plan allows for sharing exceptional productivity 
gains between employer and worker; here the worker receives extra income (such as 
more per piece) for some above-normal production.5

Employee Incentives and the Law
There are legal considerations with piecework and other incentive plans. For example, 
under the Fair Labor Standards Act, if the incentive is in the form of a prize or cash 
award, the employer generally must include the value of that award when calculating 
the worker’s overtime pay for that pay period.6 Suppose an employee who earns
$10 per hour for 40 hours also got an incentive payment of $60 last week. Then his
actual hourly pay last week was $460/40 or $11.50 per hour. If so, the employee would
have to be paid one-and-one-half times $11.50 (not times $10) for any overtime hours 
worked.

variable pay
Any plan that ties pay to productivity 
or profitability, usually as one-time 
lump payments.

piecework
A system of pay based on the num-
ber of items processed by each indi-
vidual worker in a unit of time, such 
as items per hour or items per day.

straight piecework
An incentive plan in which a person 
is paid a sum for each item he or she 
makes or sells, with a strict propor-rr
tionality between results and rewards.

standard hour plan
A plan by which a worker is paid a 
basic hourly rate but is paid an extra 
percentage of his or her rate for 
production exceeding the standard 
per hour or per day. Similar to 
piecework payment but based on 
a percent premium.

Source: wavebreakmedia/Shutterstock.
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Certain bonuses are excludable from overtime pay calculations. For example, dis-
cretionary Christmas and gift bonuses that are not based on hours worked, or are so 
substantial that employees don’t consider them a part of their wages, do not have to be 
included.

Merit Pay as an Incentive
Merit pay or a merit raise is any salary increase the firm awards to an individual em-
ployee based on his or her individual performance. It is different from a bonus in that 
it usually becomes part of the employee’s base salary, whereas a bonus is a one-time 
payment. Although the term merit pay is more often used for white-collar employees,y
particularly professional, office, and clerical employees.

Merit pay is the subject of much debate. Advocates argue that just awarding pay 
raises across the board (without regard to individual merit) may actually detract from 
performance, by showing employees they’ll be rewarded regardless of how they perform. 
Detractors argue, for instance, that since many appraisals are unfair, so too is the merit
pay you base them on.7 Merit plan effectiveness depends on differentiating among em-
ployees. Base pay increases by U.S. employers for their highest ranked employees re-
cently were 5.6%, compared with only 0.6% for the lowest-rated employees.8

One version ties merit awards to both individual and organizational performance. In 
Table 11.1 an outstanding performer would receive 70% of his or her maximum lump-
sum award even if the organization’s performance were marginal. However, employees 
with marginal or unacceptable performance would get no lump-sum awards even when 
the firm’s performance was outstanding.

Incentives for Professional Employees
Professional employees are those whose work involves the application of learned knowl-
edge to the solution of the employer’s problems, such as lawyers and engineers.

Making incentive pay decisions for professional employees is challenging. For one 
thing, firms usually pay professionals well anyway. For another, they’re already driven to 
produce high-caliber work.

However, it is unrealistic to assume that people like Google engineers work only for
professional gratification. So, for example, Google pays higher incentives to engineers
working on important projects.9 And of course, such professionals also bask in the light 
of potentially millionaire-making stock option grants.

Dual-career ladders are another way to manage professionals’ pay. At many employ-
ers, a bigger salary requires rerouting from engineering to management. However, not 
all professionals want such paths. Therefore, many employers institute one path for man-
agers, and another for technical experts, allowing the latter to earn higher pay without 
switching to management.10

TABLE 11.1 Merit Award Determination Matrix (an Example)

The Employee’s 
Performance Rating 
(Weight = 0.50)

The Company’s Performance (Weight = 0.50)

Outstanding Excellent Good Marginal Unacceptable

Outstanding 1.00 0.90 0.80 0.70 0.00

Excellent 0.90 0.80 0.70 0.60 0.00

Good 0.80 0.70 0.60 0.50 0.00

Marginal — — — — —

Unacceptable — — — — —

Note: To determine the dollar value of each employee’s award: (1) multiply the employee’s annual, straight-time wage or salary as of 
June 30 times his or her maximum incentive award (as determined by management or the board—such as, “10% of each employee’s 
pay”) and (2) multiply the resultant product by the appropriate percentage figure from this table. For example, if an employee had an 
annual salary of $40,000 on June 30 and a maximum incentive award of 7% and if her performance and the organization’s performance
were both “excellent,” the employee’s award would be $2,240: ($40,000 × 0.07 × 0.80 = $2,240).

merit pay (merit raise)
Any salary increase awarded to an 
employee based on his or her 
individual performance.
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Nonfinancial and Recognition-Based Awards
As mentioned in Chapter 10, employers often supplement financial 
incentives with various nonfinancial and recognition-based awards.
The term recognition program usually refers to formal programs, such
as employee-of-the-month programs. Social recognition program gen-
erally refers to informal manager–employee exchanges such as praise, 
approval, or expressions of appreciation for a job well done. Perfor-
mance feedback means providing quantitative or qualitative informa-
tion on task performance so as to change or maintain performance; 
showing workers a graph of how their performance is trending is an 
example.11

Employers are bulking up their recognition programs. For example, 
Baudville, a workplace recognition vendor, offers an e-card service called
ePraise. Employers use this to remind employees of how much they’re 
appreciated. Intuit shifted its employee recognition, years of service,
patent awards, and wellness awards programs to Globoforce, an awards 
vendor, several years ago. Other sites include www.premierechoiceaward
.com/secure/home.asp, www.giveanything.com, www.incentivecity.com,
and www.kudoz.com. One survey of 235 managers found that the most-
used rewards to motivate employees (top–down, from most used to 
least) were:12

• Employee recognition

• Gift certificates

• Special events

• Cash rewards

• Merchandise incentives

• E-mail/print communications

• Training programs

• Work/life benefits

• Variable pay

• Group travel

• Individual travel

• Sweepstakes

The HR Tools feature elaborates.

Making incentive pay decisions for
professional employees is challenging.
For one thing, firms usually pay 
professionals well anyway. For another, 
they’re already driven to produce high 
caliber work.
Source: Purestock/Thinkstock/Getty Images.

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

The individual line manager should not rely just on the employer’s financial incentive plans 
for motivating subordinates. Those plans may not be very complete, and there are simply 
too many opportunities to motivate employees every day to let those opportunities pass. 
What to do?

First, the best option for motivating an employee is also the simplest—make sure the 
employee has a doable goal and that he or she agrees with it. It makes little sense to try tol
motivate employees with financial incentives if they don’t know their goals or don’t agree 
with them.

Second, recognizing an employee’s contribution is a powerful motivation tool. Studies
show that recognition has a positive impact on performance, either alone or in combina-
tion with financial rewards. For example, in one study, combining financial rewards with
recognition produced a 30% performance improvement in service firms, almost twice the 
effect of using each reward alone.

Third, use social recognition (such as compliments) as positive reinforcement on a day-
to-day basis. Figure 11.1 presents a list.13

http://www.giveanything.com
http://www.incentivecity.com
http://www.kudoz.com
www.premierechoiceaward.com/secure/home.asp
www.premierechoiceaward.com/secure/home.asp
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FIGURE 11.1
Social Recognition and Related Positive Reinforcement Managers Can Use

Source: Bob Nelson, 1001 Ways to Reward Employees, New York: Workman Pub., 1994, p. 19; Sunny 
C. L. Fong and Margaret A. Shaffer, “The Dimensionality and Determinants of Pay Satisfaction:
A Cross-Cultural Investigation of a Group Incentive Plan,” International Journal of Human Resource
Management, 14, no. 4, June 2003, p. 559.
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 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com
to discuss the following question. You have decided to verify that recognition does in
fact improve performance. To that end, you will use an honest observation to praise 
someone’s performance today. What was the effect of your experiment?

Social Media and HR14

Various new apps let employees showcase their awards, contributions, and praise from 
coworkers. For example, go to blog.intuit.com, and key 7 Mobile Apps for Recognizing 
and Rewarding Employees into the search box and click search.15 Apps like these facilitate
employees praising and recognizing each other. For example, one lets employees recog-
nize each other by typing in a quick thank you note. Others let users post the positive 
feedback they receive to their LinkedIn profiles.

Job Design
At first glance most people might not think of how a job is designed as an “incentive”.
However job design (which we discussed more fully in Chapter 4) can in fact have a 
significant impact on employee motivation and retention. A study by Harvard Business 
School researchers concluded that job design is a primary driver of employee engage-
ment. A study by Towers Watson concluded that challenging work ranked as the seventh 
most important driver for attracting employees.16 Job design is thus a useful part of an 
employer’s total rewards program.

The HR in Practice feature illustrates how employers combine incentives to boost 
profits.

HR IN PRACTICE

Using Financial and Nonfinancial Incentives in a Fast-Food Chain

Two researchers studied the impact of financial and non-
financial incentives on business performance in 21 stores 
of a fast-food franchise in the Midwest.17 Each store had 
about 25 workers and two managers. The researchers 
trained the managers to identify measurable employee 
behaviors that were currently deficient but that could in-
fluence store performance. Example behaviors included 

“keeping both hands moving at the drive-through win-
dow” and “repeating the customer’s order back to him or 
her.”18 Then the researchers instituted financial and non-
financial incentive plans to incentivize these behaviors. 
They measured store performance in terms of gross prof-
itability (revenue minus expenses), drive-through time,
and employee turnover.

http://www.mymanagementlab.com
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Financial Incentives
Some employees in some of the stores received financial in-
centives for exhibiting the desired behaviors. The financial 
incentives consisted of lump-sum bonuses in the workers’ 
paychecks. For example, if the manager observed a work 
team exhibiting up to 50 behaviors (such as “working dur-
ing idle time”) during the observation period, he or she 
added $25 to the paychecks of all store employees that 
period; 50 to 100 behaviors added $50 per paycheck, and 
more than 100 behaviors added $75 per paycheck. Payouts 
eventually rose over time as the employees learned to en-
act the behaviors they were to exhibit.

Nonfinancial Incentives
The researchers trained the managers in some stores to 
use nonfinancial incentives such as feedback and recog-
nition. For example, for performance feedback managers k
maintained charts showing the drive-through times at the 
end of each day. They placed the charts by the time clocks. 
Thus, these store employees could keep track of their 
store’s performance on measures like drive-through times.
The researchers also trained managers to administer recog-
nition to employees. For instance, “I noticed that today the
drive-through times were really good.”19

Results
The programs were both successful. Both the financial 
and nonfinancial incentives improved employee and 

store performance.20 For example, store profits rose 30% 
for those units where managers used financial rewards. 
Store profits rose 36% for those units where managers 
used nonfinancial rewards. During the same nine-month 
period, drive-through times decreased 19% for the fi-
nancial incentives group, and 25% for the nonfinancial 
incentives groups. Turnover improved 13% for the finan-
cial incentives group, and 10% for the nonfinancial in-
centives group.

There are several practical implications for managers 
designing incentive plans.

• The employee or employees must have specific 
challenging goals.21

• The link between the effort and getting the incentive 
should be clear.

• Make sure that motivation (rather than, say, poor
employee selection) is impeding the behaviors you want 
to incentivize.

• Employees must have the skills and training to do the job.
• Employers should support the incentive plan with

performance feedback, so employees continuously 
see how they are doing.

• The manager should gather evidence on the effects of the
incentive plan over time; make sure it’s indeed influencing
performance as you intended.22

• Combine financial with nonfinancial incentives such as 
recognition.

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following question. 
Lisa and Paul (from the chapter opener) have asked you to design an incentive plan for Mal. How would you apply what 
you learned in this feature to do so?

Incentives for Salespeople
Sales compensation plans may focus on salary, commissions, or some combination.23

Salary Plan

Some firms pay salespeople fixed salaries (perhaps with occasional incentives in the 
form of bonuses, sales contest prizes, and the like).24 Straight salaries make sense when 
the main task involves prospecting (finding new clients) or account servicing (such as 
participating in trade shows). A Buick–GMC dealership in Lincolnton, North Carolina, 
offers straight salary as an option to salespeople who sell an average of at least eight ve-
hicles a month (plus a small “retention bonus” per car sold).25

The straight salary approach also makes it easier to switch territories or to reassign 
salespeople, and it can foster sales staff loyalty. The main disadvantage is that it may not 
motivate high performers.26

Commission Plan

Straight commission plans pay salespeople only for results. Such plans tend to attract 
high-performing salespeople who see that effort produces rewards. Sales costs are pro-
portionate to sales rather than fixed, and the company’s fixed sales costs are thus lower. 
It’s a plan that’s easy to understand and compute. Alternatives include quota bonuses (for
meeting particular quotas), straight commissions, management by objectives programs 

http://www.mymanagementlab.com
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(pay is based on specific metrics), and ranking programs (these reward high achievers 
but pay little or no bonuses to the lowest-performing salespeople).27

However, problems abound. For example, in poorly designed plans, salespeople may 
focus on making the sale and neglect duties such as pushing hard-to-sell items.28 Also, 
in most firms, a significant portion of the sales in one year reflects a “carry-over” (sales 
that would repeat even without any efforts by the sales force) from the prior year. Why 
pay the sales force a commission on all the current year’s sales if some of those sales aren’t 
“new” sales from the current year?29 The following feature presents practical guidelines.

Building Your Management Skills:
How to Build an Effective Sales Incentive Plan

So, how do managers actually design sales incentive plans? You’ll find many varieties, 
but the bottom line is that most companies pay salespeople a combination of salary 
and commissions, with (on average) an incentive mix of about 70% base salary/30% 
incentive. This cushions the salesperson’s downside risk (of earning nothing), while 
limiting the risk that the commissions could get out of hand from the firm’s point 
of view.30 However, getting the best performance from the sales force involves more 
than just getting the commissions/sales mix right (although that is important). To 
maximize the salesperson’s efforts, keep the following guidelines in mind:31

• Salespeople in high-performing companies receive 38% of their total cash compen-
sation in the form of sale incentive pay (compared with 27% at low-performing 
companies).

• Salespeople in high-performing companies are twice as likely to receive stock, stock
options, or other equity pay as their counterparts at low-performing companies 
(36% versus 18%).

• Salespeople in high-performing companies spend 264 more hours per year on high-
value sales activities (e.g., prospecting, making sales presentations, and closing) than s
salespeople at low-performing companies.

• Salespeople in high-performing companies spend 40% more time each year with their
best potential customers—qualified leads and prospects they know—than salespeople
at low-performing companies.

• Salespeople in high-performing companies spend nearly 25% less time on adminis-
tration (such as filling out sales forms), allowing them to allocate more time to core
sales activities, such as prospecting leads and closing sales.

Many employers use enterprise incentive management software to track and cont -
trol sales commissions.32 For example, with VUE Compensation Management the sales 
manager can analyze compensation and performance data, conduct “what-if ” analyses 
and reports, and do trend analyses for performance data.33 For other employees, many 
employers also use enterprise incentive management software, to simplify tracking the 
performance of dozens or hundreds of measures and then computing individual em-
ployees’ incentives.34 These systems automate the planning, analysis, and management 
of incentive compensation plans.35

Incentives for Managers and Executives
An executive’s reward package elements—base salary, short- and long-term incentives, 
and perks—should align with each other and with the company’s strategic aims. There-
fore, first ask, “What is our strategy and what are our strategic goals?” Then decide what 
long-term behaviors (boosting sales, cutting costs, and so on) the executives must ex-
hibit to achieve the firm’s strategic goals. Then shape each component of the executive 
compensation package (base salary, short- and long-term incentives, and perks) and 
group them into a balanced plan that makes sense in terms of motivating the execu-
tive to achieve these aims. The rule is this: each pay component should help focus the 
manager’s attention on the behaviors required to achieve the company’s strategic goals.36

Using multiple, strategy-based performance criteria is best. These include financial 
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performance, number of strategic goals met, performance assessment by the board, em-
ployee productivity measures, and employee morale surveys.

One expert estimates that the typical CEO’s salary accounts for about one-fifth of his 
or her pay. A bonus based on explicit performance standards accounts for another fifth,
and long-term incentive awards such as stock options and long-term performance plans 
account for the remaining three-fifths.37

Sarbanes-Oxley

Congress passed the Sarbanes-Oxley Act of 2002 to inject more responsibility into execu-
tives’ and board members’ decisions. It makes them personally liable for violating their fidu-
ciary responsibilities to their shareholders. The act also requires CEOs and CFOs of a public 
company to repay any bonuses, incentives, or equity-based compensation received from the 
company during the 12-month period following the issuance of a financial statement that 
the company must restate due to material noncompliance stemming from misconduct.38

Short-Term Managerial Incentives and the Annual Bonus
Employers are shifting away from long-term incentives to put more emphasis on short-
term performance and incentives.39 Most firms have annual bonus plans for motivating 
managers’ short-term performance. Such short-term incentives can easily produce plus 
or minus adjustments of 25% or more to total pay. Four factors influence one’s bonus: 
eligibility, fund size, individual performance, and formula.

Eligibility

Employers traditionally based annual bonus eligibility on job level/title, base salary, 
and/or officer status. Some simply based eligibility on job level or job title, or salary.40

Recently, however, more employers are offering executives as well as employees below 
the executive level single annual incentive plans “in which both executives and other 
employees participate.”41 The change reflects the fact that more employees—not just top 
managers—are now responsible for measurable contributions.

Fund Size

How does one determine how big the annual bonus fund should be? Most employers
(33% in a recent survey) traditionally use the Sum of Targets approach.42 Specifically,
they estimate the likely bonus for each eligible (“target”) employee, and total these up to 
arrive at the bonus pool’s size.

However, more employers (32%) are funding the short-term bonus fund based on fi-
nancial results. For example, if profits were $200,000, the management bonus fund might
be 20% of $200,000, or $40,000. Most employers use more than one financial measure, 
with sales, earnings per share, and cash flow the most popular.43

Individual Performance and Formula

Deciding the actual individual award involves rating the person’s performance, and then ap-
plying a predetermined bonus formula. Most often, the employer sets a target bonus (as well 
as maximum bonus, perhaps double the target bonus) for each eligible position. The actual 
award the manager gets then reflects his or her performance. Other firms tie short-term bo-
nuses to both organizational and individual performance. Thus, a manager might be eligible
for an individual performance bonus of up to $10,000, but receive only $2,000 at the end of 
the year, based on his or her individual performance. But the person might also receive a sec-
ond bonus of $3,000, based on the firm’s profits for the year. One drawback here is that mar-
ginal performers still get bonuses. One way to avoid this is to make the bonus a product of 
both individual and corporate performance. For example, (see Table 11.2) multiply the target
bonus by 1.00, 0.80, or zero, depending on the person’s performance (and assuming excellent
company performance). Then managers whose performance is poor receive no bonus.

Executives’ Strategic Long-Term Incentives
To avoid a manager boosting short-term profits by, for instance, delaying required main-
tenance, employers use long-term incentives to inject a long-term perspective into exec-
utives’ decisions. Popular long-term incentives include cash, stock options, stock, stock 

annual bonus
Plans that are designed to 
motivate short-term performance 
of managers and which are tied 
to company profitability.
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stock option
The right to purchase a stated 
number of shares of a company 
stock at today’s price at some time 
in the future.

TABLE 11.2 Multiplier Approach to Determining Annual Bonus

Individual Performance 
(Based on Appraisal, 
Weight = 0.50)

Company Performance (Based on Sales Targets, Weight = 0.50)

Excellent Good Fair Poor

Excellent 1.00 0.90 0.80 0.70

Good 0.80 0.70 0.60 0.50

Fair 0.00 0.00 0.00 0.00

Poor 0.00 0.00 0.00 0.00

Note: To determine the dollar amount of a manager’s award, multiply the maximum possible
(target) bonus by the appropriate factor in the matrix.

golden parachute
A payment companies make in 
connection with a change in 
ownership or control of a company.

appreciation rights, and phantom stock. PepsiCo’s CEO was paid $13.2 million for 2013, 
including a base salary of $1.6 million, stock awards of $7.5 million and a performance-
based bonus of $4 million, plus perks such as air travel.44

Stock Options

A stock option is the right to purchase a specific number of shares of company stock 
at a specific price during a specific period. The executive thus hopes to profit by exercis-
ing his or her option in the future but at today’s price. This assumes the stock will go up.45

When stock markets dropped, many employers including Intel and Google modified
option plans to increase the likely payout.46

The problem with stock options is that they often reward even managers who have 
lackluster performance, but there are also other issues. Some executives manipulated the 
dates they received their options to maximize their returns. Options may also encour-
age executives to take perilous risks in pursuit of higher (at least short-term) profits.47

A study of CEOs of Standard & Poor’s 1,500 companies found that 57% received pay 
increases although company performance didn’t improve.48

Other Stock Plans

The trend is toward tying rewards more explicitly to performance goals. For example, 
instead of stock options, more firms are granting various types of performance shares
such as performance-contingent restricted stock; the executive receives his or her shares 
only if he or she meets the preset performance targets.49 With restricted stock plans, the 
firm usually awards rights to the shares without cost to the executive but the employee is 
restricted from acquiring (and selling) the shares for, say, five years. The employer’s aim 
is to retain the employee’s services during that time.50

Stock appreciation rights (SARs) permit the recipient to exercise the stock option 
(by buying the stock) or to take any appreciation in the stock price in cash, stock, or
some combination of these. Under phantom stock plans, executives receive not shares but
“units” that are similar to shares of company stock. Then at some future time, they re-
ceive value (usually in cash) equal to the appreciation of the “phantom” stock they own.51

Companies also provide incentives to persuade executives not to leave the firm. Golden 
parachutes are extraordinary payments companies make to executives in connection 
with a change in ownership or control of a company. For example, a company’s golden
parachute clause might state that, with a change in ownership of the firm, the executive 
would receive a one-time payment of $2 million.52

Watch It
How does a company actually go about creating an incentive plan? If your 
professor has chosen to assign this, go to www.mymanagementlab.com to 
watch the video Pay for Performance and Financial Incentives (Joie de Vivre
Hospitality) and then answer the questions to show what you would do in this 
situation.

http://www.mymanagementlab.com
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TEAM AND ORGANIZATION-WIDE  
INCENTIVE PLANS
We’ve focused on individual employee incentives such as executive bonuses. We look 
now at incentives for teams, and for all employees company-wide.

How to Design Team Incentives
Firms increasingly rely on teams to manage their work. They therefore need incentive 
plans that encourage teamwork and focus team members’ on performance. Team- (or 
group-) incentive plans pay incentives to the team based on the team’s performance.

The main question here is how to reward the team’s performance, and the wrong choice 
can prove lethal. Levi Strauss installed a team incentive plan that rewarded the team as a 
whole for its output, neglecting the fact that some employees worked harder than others. 
The faster ones soon slowed down, production declined, and Levi’s closed its U.S. factories.

Yet the usual approach is still to tie rewards to some overall standard of group per-
formance, such as “total labor hours per car.”53 One company established such an overall
standard for its teams. If the firm reached 100% of its goal, the employees would share in
about 5% of the improvement (in labor costs saved). The firm divided the 5% pool by the
number of employees to compute the value of a “share.” If the firm achieved less than 100%
of its goal, the bonus pool was less. The results of this plan—in terms of changing employee
attitudes and focusing teams on strategic goals—were reportedly “extraordinary.”54

Many employers take the team incentive idea to the next level. Organization-wide 
incentive plans are plans in which all or most employees can participate, and which 
generally tie the reward to some measure of company-wide performance. Plans include
profit sharing, Scanlon/gainsharing plans, and employee stock ownership (ESOP) plans.

Profit-Sharing Plans
Profit-sharing plans are plans in which all or most employees receive a share of the 
firm’s annual profits.55 There are several types. With current profit-sharing or cash plans,g
employees share in a portion of the employer’s profits quarterly or annually. In cash 

LEARNING OBJECTIVE 2
Name and define the most 
popular organization-wide 
Incentive plans.

team- (or group-)  
incentive plan
A plan in which a production 
standard is set for a specific work 
group, and its members are paid 
incentives if the group exceeds the 
production standard.

Firms increasingly rely on 
teams to manage their
work. They therefore
need incentive plans that 
encourage teamwork and 
focus team members’
attention on performance.
Source: Vasily Smirnov/Shutterstock.

organization-wide  
incentive plan
Plans in which all or most employees 
can participate, and that generally 
tie the reward to some measure of 
company-wide performance.

profit-sharing plan
A plan whereby employees share 
in the company’s profits.
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plans, the firm simply distributes a percentage of profits (usually 15% to 20%) as profit 
shares to employees at regular intervals. The Home Depot instituted a cash program for 
its store workers. It started paying store associates a bonus if their stores meet certain fi-
nancial goals. In one year, The Home Depot distributed a total of $90 million under that
company-wide incentive plan.56

With deferred profit-sharing plans, the employer puts cash awards into trust acg -
counts for the employees’ retirement.57 These are essentially defined contribution pen-
sion plans (discussed below) “in which the employer has discretion to determine when 
and how much the company pays into the plan.”58 The employer generally distributes the 
awards based on a percentage of the employee’s salary, or some measure of the employee’s
contribution to company profits.59 Employees’ income taxes on the distributions are
deferred until the employee retires or withdraws from the plan.

Gainsharing Plans
Gainsharing is an incentive plan that engages many or all employees in a common effort to g
achieve a company’s productivity objectives, with any resulting cost savings (gains) shared 
among employees and the company.60 Popular gainsharing plans include the Scanlon plan, 
and the Lincoln, Rucker, and Improshare plans. In general, all are characterized by a phi-
losophy of labor–management cooperation, an emphasis on ensuring that employees are 
trained to do their jobs, and by their use of a formula to distribute gains to employees.

The basic difference among these plans is the formula employers use to determine em-
ployee bonuses. In one version of the Lincoln incentive system, first instituted at the Lincoln 
Electric Company of Ohio, employees work on a guaranteed piecework basis. The company 
distributes total annual profits (less taxes, 6% dividends to stockholders, and a reserve) each 
year among employees based on their merit rating. Recent results—from various efforts in 
hospitals, as well as manufacturing plants—suggest that gainsharing plans can improve pro-
ductivity and patient care, and reduce grievances.61 For example, some hospitals pay physi-
cians a share of any cost savings attributable in part to the physicians’ efforts.62

At-Risk Pay Plans
Pay-for-performance can play an important role in an employer’s cost control efforts. 
Base pay and benefits represent the lion’s share of labor costs, and neither vary much 
even when sales plummet.63 And of course pay cuts adversely affect morale, so if sales 
diminish one year, it’s generally hard to cut labor costs without downsizing. So-called 
variable pay plans are one way around this. For example, in an earnings-at-risk pay 
plan, employees agree to put some portion (say, 10%) of their normal pay at risk (forego 
it) if they don’t meet their goals, in return for possibly obtaining a much larger bonus if 
they exceed their goals. For example, put part of the employees’ pay “at risk” by replacing 
(1) 10% of each worker’s wages with (2) a 10% bonus if the company meets its goals plus
an additional 3% bonus if it exceeds these goals.

Employee Stock Ownership Plans
Employee stock ownership plans (ESOPs) are company-wide plans in which the em-
ployer contributes shares of its own stock (or cash to be used to purchase such stock) to a 
trust established to purchase shares of the firm’s stock for employees. The firm generally 
makes these contributions annually in proportion to total employee compensation, with 
a limit of 15% of compensation. The trust holds the stock in individual employee ac-
counts and distributes it to employees upon retirement (or other separation), assuming 
the person has worked long enough to earn ownership of the stock.

The company receives a tax deduction equal to the fair market value of the shares 
it transfers to the trustee, and can claim an income tax deduction for dividends paid on 
ESOP-owned stock. Employees, as noted, aren’t taxed until they receive a distribution 
from the trust, usually at retirement. The Employee Retirement Income Security Act 
(ERISA) allows a firm to borrow against employee stock held in trust and then repay the
loan in pretax rather than after-tax dollars, another tax incentive for using such plans.64

Some companies offer “broad-based stock option plans” in which all or most em-
ployees can participate. The basic thinking is that sharing ownership in the company 

gainsharing plan
An incentive plan that engages 
employees in a common effort to 
achieve productivity objectives and 
share the gains.

employee stock ownership 
plan (ESOP)
A qualified, tax deductible stock 
bonus plan in which employers 
contribute stock to a trust for 
eventual use by employees.

earnings-at-risk pay plan
Plan that puts some portion of 
employees’ normal pay at risk if they 
don’t meet their goals, in return for 
possibly obtaining a much larger 
bonus if they exceed their goals.
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with employees makes motivational and practical sense.65 However with current tax 
laws, companies must show the options as an expense when awarded, reducing their 
attractiveness as a “costless” reward. Therefore, many employers such as Microsoft now 
award stock instead of options.66

BENEFITS AND SERVICES:  
THE BENEFITS PICTURE TODAY
“What are your benefits?” is the first thing many applicants ask. Benefits—indirect 
financial and nonfinancial payments employees receive for continuing their employ-
ment with the company—are an important part of just about everyone’s compensation.67

They include things like health and life insurance, pensions, time off with pay, and child-
care assistance.

Virtually all employers offer some health insurance coverage.68 Employee benefits
account for about 37% of wages and salaries (or about 28% of total payrolls). Health
insurance benefits are the most expensive, followed by legally required benefits (like un-
employment insurance). Figure 11.2 summarizes the breakdown of benefits as a percent-
age of employee compensation.

Health-care benefit costs are rising. For example, health insurance costs rose about 
4% in one recent year, to a total of $15,745 for family coverage. And employers are racing 
to deal with the cost implications of the new Patient Protection and Affordable Care Act, 
as we will see.69

Furthermore, legal issues loom large. Federal laws mandate some benefits (such as 
Social Security) while other benefits are at the employer’s discretion (see Table 11.3).

benefits
Indirect financial and nonfinancial 
payments employees receive for 
continuing their employment with 
the company.

FIGURE 11.2
Relative Importance 
of Employer Costs for 
Employee Compensation, 
March 2011, June, 2013

Source: www.bls.gov/news
.release/ecec.nr0.htm, accessed
September 16, 2013.

Wages and salaries
69.2%

Paid leave
7.0%

Insurance
(including health) 

9.0%

Supplemental
(overtime, bonuses, etc.)

2.4%

Retirement & savings
4.7%

Legally required
7.8%

TABLE 11.3 Some Required and Discretionary Benefits

Benefits Required by Federal 
or Most State Law

Benefits Discretionary 
on Part of Employer*

Social Security

Unemployment insurance

Workers’ compensation

Leaves under Family Medical Leave Act

Disability, health, and life insurance

Pensions

Paid time off for vacations, holidays, sick leave, 
personal leave, jury duty, etc.

Employee assistance and counseling programs,
“family friendly” benefits for child care, elder care, 
flexible work schedules, etc., executive perquisites

*Although not required under federal law, all these benefits are regulated in some way by federal 
law, as explained in this chapter.

LEARNING OBJECTIVE 3
Define employee benefits.

www.bls.gov/news.release/ecec.nr0.htm
www.bls.gov/news.release/ecec.nr0.htm
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However, federal law also impacts discretionary benefits such as vacation leave. And
employers must also adhere to the laws of the states in which they do business.70

We will address pay for time not worked and insurance benefits, retirement benefits, 
and personal services benefits.

PAY FOR TIME NOT WORKED 
AND INSURANCE BENEFITS
Employers typically offer various pay for time not worked (also called supplemental 
pay benefits), as well as insurance benefits. We’ll start with the former. Common pay-
for-time-not-worked includes, for instance, unemployment insurance, holidays, and
sick leave.

Unemployment Insurance
All states have unemployment insurance (or compensation) laws. These provide ben-
efits if a person is unable to work through no fault of his or her own. The benefits derive 
from a tax on employers that can range from 0.1% to 5% of taxable payroll in most states. 
An employer’s unemployment tax rate reflects its rate of employee terminations. While 
following federal guidelines, states have their own unemployment laws. Unemployment 
tax rates are rising in many states. For example, prior to the recent recession, Maryland’s 
unemployment insurance tax rate was 0.3% or lower. The rate now averages 2.2% to 
13.5% per employee, depending upon the employer’s claim history.71

LEARNING OBJECTIVE 4
List and discuss the main 
pay for time not worked 
and insurance benefits.

supplemental pay benefits
Benefits for time not worked such as 
unemployment insurance, vacation 
and holiday pay, and sick pay.

unemployment insurance  
(or compensation)
Provides benefits if a person is 
unable to work through some 
fault other than his or her own.

Building Your Management Skills:
How to Control Unemployment Claims

Unemployment insurance laws do not require that everyone dismissed receive un-
employment benefits—only those dismissed through no fault of their own. The man-
ager therefore plays a big role in controlling unemployment claims. First, keep a list 
of written warnings, to support the fact that you repeatedly told the employee to 
remedy his or her behavior.

Second, use the checklist in Table 11.4 to help demonstrate that the dismissal 
resulted from the person’s own misbehavior.

TABLE 11.4 Unemployment Insurance Cost-Control Checklist

● Keep documented history of lateness, absence, and warning notices.

● Warn chronically late employees before discharging them.

● Have rule that three days’ absence without calling in is reason for automatic discharge.

● Request doctor’s note on return to work after absence.

● Make written approval for personal leave mandatory.

● Stipulate date for return to work from leave.

● Obtain a signed resignation statement.

● Mail job abandonment letter if employee fails to return on time.

● Document all instances of poor performance.

● Require supervisors to document the steps taken to remedy the situation.

● Document employee’s refusal of advice and direction.

● Require all employees to sign a statement acknowledging acceptance of firm’s policies
and rules.

● File the protest against a former employee’s unemployment claim on time (usually within 
10 days).

● Use proper terminology on claim form and attach documented evidence regarding
separation.

 B A S E

K
N

O

WLED
G

E 



CHAPTER 11 • PAY FOAA R PERFORMANCE AND EMPLOYEE BENEFITS    367

Vacations and Holidays
Most firms offer vacation leave benefits. About 90% of full-time workers and 40% of part-
timers get paid holidays, an average of eight paid holidays off.72 The most common U.S. paid 
holidays include New Year’s Day, Memorial Day, Independence Day, Labor Day, Thanksgiv-
ing Day, and Christmas Day.73 On average, American workers get about 9 days of vacation 
leave after 1 year’s employment, about 14 days after 5 years, and 17 after 10 years.74

Firms have to make several holiday- and vacation-related policy decisions. They 
must decide, of course, how many days off employees will get, and which days (if any) 
will be the paid holidays. Other vacation policy decisions include, for instance, will em-
ployees get their regular base pay while on vacation, or vacation pay based on average 
earnings (which may include overtime)? And, will the firm pay employees for a holiday 
if they don’t come to work the day before and the day after the holiday?

More firms are moving to a flexible vacation policy. For example, IBM gives each of 
its employees at least three weeks’ vacation, but it doesn’t formally track the vacation each 
person takes. Employees simply make informal vacation arrangements with their direct 
supervisors.75

Wage surveys and websites like www.hrtools.com provide sample vacation policies
for inclusion in the firm’s employee manual.

KNOW YOUR EMPLOYMENT LAW

Some Legal Aspects of Vacations and Holidays

Although federal law does not require vacation benefits, the employer must still for-
mulate vacation policy with care. As an example, many employers’ vacation policies say 
vacation pay accrues, say, on a biweekly basis. By doing so, these employers obligate
themselves to pay employees pro rata vacation pay when they leave the firm. But if the 
employer’s vacation policy requires that a new employee pass his or her first employment 
anniversary before becoming entitled to a vacation, the employee gets no vacation pay if d
he or she leaves during that first year. ■

Unemployment insurance/
compensation laws 
provide short-term 
benefits to people who 
lose their jobs through no 
fault of their own.
Source: Joel Stettenheim/Corbis.

● Attend hearings and appeal unwarranted claims.

● Check every claim against the individual’s personnel file.

● Routinely conduct exit interviews to produce information for protesting unemployment 
claims.

http://www.hrtools.com
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sick leave
Provides pay to an employee when 
he or she is out of work because of 
illness.

Sick Leave
Sick leave provides pay to employees when they’re out of work due to illness. Most sick 
leave policies grant full pay for a specified number of sick days—usually up to about 
12 per year. The days usually accumulate at the rate of, say, one day per month of service.

The problem is that while many employees use their sick days only when sick, oth-
ers use it whether sick or not. In one survey, personal illnesses accounted for only about 
45% of unscheduled sick leave absences. Family issues (27%), personal needs (13%), and 
a mentality of “entitlement” (9%) were other reasons cited.76

Social Media and HR
Social media sites can get sick leave workers in trouble. In one case, an employee took a 
sick day, saying that chronic pain prevented her from coming to work. Unfortunately, she 
posted pictures of herself drinking at a festival the day she was supposed to be home sick. 
One of her Facebook “friends” got the photo and showed it to a company supervisor. The 
company fired her for absence, and an appeals court upheld the employer’s decision.77

Employers use several tactics to reduce excessive sick leave absence. Some repur-
chase unused sick leave at the end of the year by paying their employees a sum for each 
sick leave day not used. The problem is that legitimately sick employees may come to 
work. At Marriott, employees can trade the value of some sick days for other benefits.
Other employers aggressively investigate all absences, for instance, calling the absent 
employees at their homes.78

Many employers use pooled paid leave plans (or “banks”).79 These plans lump to-
gether sick leave, vacation, and personal days into a single leave pool. For example, one 
hospital previously granted new employees 25 days off per year (10 vacation days, 3 per-
sonal days, and 12 sick days). Employees used, on average, 5 of those 12 sick days (as well
as all vacations and personal days).80 The pooled paid leave plan allowed new employees
to accrue 18 days to use as they saw fit. (“Catastrophic leaves” were handled separately.)
The pooled plan reduced absences.81

Some employers centralize their absence management programs (“integrated ab-
sence management”). Proactively managing absences this way begins with analysis. For 
instance, how many people are on leave; and how much the employer is spending to re-
place absent workers; and what units seem to have the attendance problems.82 Then put
in place solutions such as rigorous absence claims reviews. The accompanying HR as a 
Profit Center feature expands on this.

HR AS A PROFIT CENTER

Cutting Absences at the Driver and Vehicle Licensing Agency

When she became director of the United Kingdom’s Driver and Vehicle Licensing Agency, 
Judith Whitaker saw she had to address its sickness absence rate.83 The rate had peaked at 
14 days out per employee in 2005, at a cost of about $20 million per year (£10.3 million).

The new director organized an initiative to address the sick leave absence problem.84

The agency set a goal of reducing absences by 30% by 2010. Agency directors received 
absence-reduction goals, and their progress was tracked. The agency introduced new poli-
cies to make it easier for employees to swap work shifts, and introduced a guaranteed 
leave day policy. The average annual sickness absence rate was soon down to 7.5 days 
per employee. Improved attendance probably contributed to a 7% productivity increase in
2009–2010. This translates into savings of about $48 million dollars (£24.4 million).

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to dis-
cuss the following question. A note on this agency in Wikipedia refers to the extraordinarily
high (average three weeks per year) sick leave in this agency around 2007.85 What sorts 
of inaction on the part of previous managers could help explain such poor attendance?

http://www.mymanagementlab.com
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Parental Leaves and the Family and Medical Leave Act
Parental leave is an important benefit. About half of workers are women, and about 80% 
will become pregnant during their work lives. Furthermore, many people head single-
parent households. Under the Pregnancy Discrimination Act, employers must treat
women applying for pregnancy leave as they would any other employee requesting a 
leave under the employer’s policies. There is also the Family and Medical Leave Act of 
1993 (FMLA). Among other things, it stipulates that:86

1. Private employers of 50 or more employees must provide eligible employees 
(women or men) up to 12 weeks of unpaid leave for their own serious illness, the
birth or adoption of a child, or the care of a seriously ill child, spouse, or parent.

2. Employers may require employees to take any unused paid sick leave or annual 
leave as part of the 12-week leave provided in the law.

3. Employees taking leave are entitled to receive health benefits while they are on 
FMLA leave, under the same terms and conditions as when they were on the job.

4. Employers must guarantee most employees the right to return to their previous or 
equivalent position with no loss of benefits at the end of the leave.

Other laws apply to sick leaves. Under the Americans with Disabilities Act (ADA), a
qualified employee with a disability may be eligible for a leave if such a leave is necessary 
to accommodate reasonably the employee. Under various state workers’ compensation 
laws, employees may be eligible for leave in connection with work-related injuries.

KNOW YOUR EMPLOYMENT LAW

Parental Leave Legal Issues

Managers who want to avoid granting unnecessary FMLA leaves needs to understand 
the FMLA. For example, to be eligible for leave under the FMLA, the employee must 
have worked for the employer for at least a total of 12 months and have worked (not just 
been paid, as someone might be if on leave) for 1,250 or more hours in the past 12 con-
secutive months.87 If these do not apply, no leave is required.

Employers need procedures for all leaves of absence (including those awarded under 
the FMLA). These include:

• Give no employee a leave until the reason for the leave is clear.
• If the leave is for medical or family reasons, the employer should obtain medical 

certification from the medical practitioner.
• Use a standard form to record both the employee’s expected return date and the 

fact that, without an authorized extension, the firm may terminate his or her 
employment (see Figure 11.3). ■

Severance Pay
Many employers provide severance pay, a one-time separation payment when terminat-
ing an employee. Severance pay makes sense. It is humanitarian and good public rela-
tions. Furthermore, most managers expect employees to give notice if they plan to quit,
so it seems equitable to provide severance pay when dismissing an employee. Reducing 
the chances of litigation from disgruntled former employees is another reason. Severance 
pay plans also help reassure employees who stay on after a downsizing that they’ll receive 
some financial help if they’re let go. In one survey, 82% of responding organizations
reported having a severance policy.88

The reason for the dismissal affects who gets severance pay. About 95% of employ-
ees dismissed due to downsizings got severance pay, but only about a third of employers 
offer severance when terminating for poor performance. It is uncommon to pay when 
employees quit. The average maximum severance is 39 weeks for executives and about
30 weeks for other downsized employees.89 About half of employers surveyed give white-
collar and exempt employees 1 week of severance pay per year of service, and about one-
third do the same for blue-collar workers.90 If the employer obligates itself (for instance, 
in its employee handbook) to pay severance, then its “voluntary” plan must comply with 
additional rules under ERISA.91

severance pay
A one-time payment some 
employers provide when 
terminating an employee.
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FIGURE 11.3
Online Request for Leave 
Form

Source: www.opm.gov/forms/
pdf_fill/opm71.pdf, accessed 
October 17, 2012.

Supplemental Unemployment Benefits
In industries such as auto making, shutdowns to reduce inventories or change machin-
ery are common, and laid-off or furloughed employees must depend on unemployment 
insurance. As the name implies, supplemental unemployment benefits are cash pay-
ments that supplement the employee’s unemployment compensation, to help the person 
maintain his or her standard of living while out of work.

Insurance Benefits
Employers also provide various required or voluntary insurance benefits, such as work-
ers’ compensation and health insurance.

Workers’ Compensation
Workers’ compensation laws aim to provide sure, prompt income and medical benefits 
to work-related accident victims or their dependents, regardless of fault. Every state has 
its own workers’ compensation law and commission, and some run their own insurance 

supplemental unemployment 
benefits
Provide for a “guaranteed annual 
income” in certain industries where 
employers must shut down to 
change machinery or due to reduced 
work. These benefits are paid by the 
company and supplement 
unemployment benefits.

workers’ compensation
Provides income and medical 
benefits to work-related accident 
victims or their dependents 
regardless of fault.
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programs. However, most require employers to carry workers’ compensation insurance 
with private, state-approved insurance companies. Neither the state nor the federal gov-
ernment contributes any funds for workers’ compensation.

Workers’ compensation can be monetary or medical. In the event of a worker’s death 
or disablement, the person’s dependents receive a cash benefit based on prior earnings—
usually one-half to two-thirds the worker’s average weekly wage, per week of employ-
ment. Most states have a time limit—such as 500 weeks—for which benefits can be paid. 
If the injury causes a specific loss (such as an arm), the employee may receive additional 
benefits based on a statutory list of losses, even though he or she may return to work. 
In addition to these cash benefits, employers must furnish medical, surgical, and hospi-
tal services as required for the employee. ADA provisions generally prohibit employers 
from inquiring about an applicant’s workers’ compensation history. Furthermore, failing 
to let an employee who is on injury-related workers’ compensation return to work, or not
accommodating him or her, could lead to lawsuits under ADA.

For workers’ compensation to cover an injury or work-related illness, the worker
must only prove that it arose while on the job. It does not matter if the worker was at 
fault. For example, suppose you instruct all employees to wear safety goggles when at 
their machines. One worker does not and experiences an eye injury on the job. The com-
pany must still provide workers’ compensation benefits.

Controlling Workers’ Compensation Costs

It is important to control workers’ compensation claims and costs. The employer’s insur-
ance company usually pays the claim, but the costs of the employer’s premiums reflect 
the amount of claims.92

There are several ways to reduce workers’ compensation claims. Screen out accident-
prone workers. Reduce accident-causing conditions in your facilities. And reduce the 
accidents and health problems that trigger these claims—for instance, by instituting ef-ff
fective safety and health programs and complying with government safety standards.
Furthermore, although many workers’ compensation claims are legitimate, some are not. 
Red flags include vague accident details, lack of witnesses, and late reporting.93

Other workers’ comp cost-control techniques include monitoring health care pro-
viders for compliance with their fee schedules and auditing medical bills.94 Case manage-
ment is popular. It refers to having people such as registered nurses assigned on a case by t
case basis to monitoring and coordinating the care an employee is receiving.95

Moving aggressively to support the injured employee and to get him or her back to 
work quickly is important. The involvement of an attorney and the duration of the claim 
both influence the worker’s claim cost.96 Many firms have rehabilitation programs, such
as physical therapy, to help get claim recipients back to work.

Hospitalization, Health, and Disability Insurance
Hospitalization, health, and disability insurance helps protect employees against hos-
pitalization costs and the loss of income arising from off-the-job accidents or illness.97

Many employers purchase insurance from life insurance companies, casualty insur-
ance companies, or Blue Cross (for hospital expenses) and Blue Shield (for physician 
expenses) organizations. Others contract with health maintenance organizations or pre-
ferred provider organizations. The employer and employee usually both contribute to
the plan. Table 11.5 lists some popular health-related benefits.

Most employer health plans provide at least basic hospitalization and surgical and
medical insurance for all eligible employees at group rates. Insurance is generally avail-
able to all employees—including new nonprobationary ones—regardless of health or
physical condition. Most basic plans pay for hospital room and board, surgery charges,
and medical expenses (such as doctors’ visits to the hospital). Some also provide “major 
medical” coverage to meet the medical expenses resulting from serious illnesses.

Most employers’ health plans also cover health-related expenses like doctors’ visits, 
eye care, and dental services. Other plans pay for general and diagnostic visits to the
doctor’s office, vision care, hearing aids, and prescription drugs. Disability insurance pro-
vides income protection for salary loss due to illness or accident. Payments usually start 
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when normal sick leave payments end. Disability benefits usually range from 50% to 75% 
of the employee’s base pay if he or she is disabled.

Many employers offer membership in a health maintenance organization (HMO)
as a hospital/medical insurance option. The HMO is a medical organization consisting 
of specialists, often operating out of a health care center. It provides routine medical ser-
vices to employees who pay a nominal fee. Employees often have “gatekeeper” doctors
who must approve appointments with specialists. The HMO receives a fixed annual fee 
per employee from the employer (or employer and employee), regardless of whether it 
provides that person service.

Preferred provider organizations (PPOs) are a cross between HMOs and the tradi-
tional doctor–patient arrangement.98 Unlike HMOs, PPOs let employees select providers
(such as doctors) from a relatively wide list, and see them in their offices, often without
gatekeeper doctor approval. The providers agree to certain controls, for example on test-
ing. Employers are shifting to PPOs.99

Mental Health Benefits

Mental illnesses represent about 24% of all reported disabilities, more than disabling 
injuries, respiratory diseases, cardiovascular diseases, and cancer combined.100

Mental health costs are rising. Reasons include widespread drug and alcohol prob-
lems, an increase in states that require employers to offer minimum mental health ben-
efits, and the fact that mental health claims tend to trigger other health care claims. The 
Mental Health Parity Act sets minimum mental health care benefits; it also prohibits 
employer group health plans from adopting mental health benefits limitations without 
comparable limitations on medical and surgical benefits.101

KNOW YOUR EMPLOYMENT LAW

Patient Protection and Affordable Care Act of 2010

As originally enacted, under the Patient Protection and Affordable Care Act employers 
with at least 50 full-time equivalent employees were to offer minimum levels of af-ff
fordable health-care coverage or pay a penalty, as of 2014. To be eligible, an employee 
must work at least 30 hours per week or a total of 130 hours in a calendar month.102

Signed into law by President Obama in 2010, employers faced a number of other dead-
lines under the Act. For example, employers must begin reporting the value of health-
care benefits on employee’s W-2 statements, and contributions to flexible spending 
arrangements were limited to $2,500 as of January 1, 2013.103 By 2018, employers with 
health-care plans that cost more than the threshold the law sets (for instance, $27,500 
for family coverage) have to pay a 40% tax on the amount of coverage over $27,500. In-
dividual and group health plans that already provide dependent coverage must expand 
eligibility up to age 26.104

TABLE 11.5 Percentage of Employers Offering Some Popular Health Benefits

Prescription drug program coverage 98%

Dental insurance 96%

Mail-order prescription program 90%

Mental health coverage 89%

Preferred provider organization (PPO) 86%

Accidental death and dismemberment insurance (AD&D) 83%

Vision insurance 82%

Contraceptive coverage 82%

Chiropractic coverage 80%

Employee assistance plan 77%

Long-term disability 77%

Source: www.shrm.org/Research/SurveyFindings/Articles/Documents/13-0245%202013_
EmpBenefits_FNL.pdf, accessed April 4, 2014.

health maintenance 
organization (HMO)
A prepaid health care system that 
generally provides routine round-
the-clock medical services as well as 
preventive medicine in a clinic-type 
arrangement for employees, who 
pay a nominal fee in addition to the 
fixed annual fee the employer pays.

preferred provider 
organizations (PPOs)
Groups of health care providers that 
contract with employers, insurance 
companies, or third-party payers to 
provide medical care services at a 
reduced fee.

www.shrm.org/Research/SurveyFindings/Articles/Documents/13-0245%202013_EmpBenefits_FNL.pdf
www.shrm.org/Research/SurveyFindings/Articles/Documents/13-0245%202013_EmpBenefits_FNL.pdf
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Under the law, each state (or when necessary, the federal government) will run pub-
lic health insurance exchanges—in effect, marketplaces for buying and selling insurance. 
In part to discourage employers from dropping their health-care plans and sending em-
ployees to the new health exchanges, the law imposes fines of $2,000 per worker on any 
employer with more than 50 workers who doesn’t offer health insurance plans.

However, the act’s deadlines are changing. In 2013, the administration put several 
Affordable Care Act elements on hold. It postponed the employer mandate to offer in-
surance to workers by a year, until 2014. And it issued new rules allowing states that
planned to offer insurance exchanges to have two extra years, until 2015, to verify the
eligibility of the people they insure.

Employers in one survey by the consulting firm Mercer expected this act to raise 
their health-care expenses.105 Reports indicate that some employers are considering 
eliminating their health plans, or turning more full-time workers into workers working
less than 30 hours per week. About 43% of employers surveyed say their workers will 
have to pay more for their health-care plans.106 Other employers calculate that it may be 
cheaper to pay the penalty than supply the insurance.107 ■

COBRA

The Consolidated Omnibus Budget Reconciliation Act (COBRA) requires most private 
employers to continue to make health benefits available to separated employees and their 
families for a time, generally 18 months after separation.108 The former employee must
pay for the coverage. Most importantly, you don’t want separated employees to leave
and be injured, and then claim you never told them they could have continued their
insurance. Therefore, new employees must acknowledge receiving an explanation of t
their COBRA rights. And, all separated employees should sign a form acknowledging 
that they received and understand those rights. (See Figure 11.4 for a checklist.)

Other Laws

Other federal laws are pertinent. For example, among other things, the Employee Retire-
ment Income Security Act (ERISA) of 1974 sets minimum standards for most voluntarily 
established pension and health plans in private industry.109 The Newborn Mother’s Pro-
tection Act of 1996 prohibits employers’ health plans from using incentives to encourage t
employees to leave the hospital after childbirth after less than the legislatively deter-
mined minimum stay. Employers that provide health care services must follow the pri-
vacy rules of the Health Insurance Portability and Accountability Act (HIPAA) of 1974.110

Employers must provide the same health care benefits to employees over the age of 65
that they do to younger workers, even though the older workers are eligible for federal 
Medicare health insurance. Other relevant laws (covered earlier) include the Americans
with Disabilities Act, the Pregnancy Discrimination Act, and the Genetic Information Non-
discrimination Act (GINA) of 2008.111

Tools for Employer Health Care Cost Control
Employers are endeavoring to rein in health care costs.112

Most cost-control efforts necessarily start by instituting methods for measuring 
and tracking health care costs.113 Many employers retain cost-containment specialists
to help reduce such costs. And most negotiate more aggressively with their health care 
insurance providers.114 For many employers, deductibles and co-payments (co-pays) 
are the low-hanging fruit in health care cost control. For example, 22% of employers 
imposed deductibles of at least $1,000 in 2011 for in-network services.115 The Medi-
care Modernization Act of 2003 allows employers to establish tax-free “health savings 
accounts” (HSAs).116 After the employer, employee, or both deposit pretax (and thus
tax-sheltered) pay in the employees’ HSAs, employees or their families can use their
HSA funds like bank accounts to pay for “low-dollar” (not catastrophic) medical ex-
penses.117 The assumption is that this will motivate employees to utilize less expensive 
health care options, and thus avoid big deductibles.118 IBM moved retirees from their
company-supported plan, substituting a stipend to buy insurance atd private exchange
insurance marketplaces.119
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FIGURE 11.4
COBRA Record-Keeping
Compliance Checklist

Source: “COBRA Record-
Keeping Compliance Checklist.” 
Copyright © 2012 by BLR–
Business & Legal Resources
(www.HR.BLR.com). Reprinted 
with permission.

• Do you maintain records so that it is easily determined
 who is covered by your group health care plan?

Detailed record keeping is crucial for COBRA compliance. The following checklist is designed
to ensure that the proper records are maintained for problem-free COBRA compliance.

Yes No

• Do you record terminations of covered employees as
soon as terminations occur?

• Do you track reduction of hours of employees covered
by group health care plans?

• Do you track deaths of employees covered by group
health care plans?

• Do you track leaves of absence of employees covered
by group health care plans?

• Do you track Medicare eligibility of employees covered
by group health care plans?

• Do you track the disability status of employees covered
by group health care plans?

• Do you track retirees covered by group health care plans?

• Do you maintain a record of how premiums are calculated?

• Do you maintain a log of those employees who are
denied COBRA coverage?

• Do you maintain a log of why employees are denied 
COBRA coverage?

• Do you maintain current addresses of individuals
receiving COBRA benefits?

• Do you require employees to provide a written
acknowledgment that they have received notice of their
COBRA rights?

• Do you maintain a record of changes in your plan?

• Do you have a system to determine who has paid
COBRA premiums on time?

• Do you have a system to determine who has obtained
other group health coverage so that they are no longer
eligible for COBRA under your plan?

• Do you maintain current addresses of employees?

• Do you maintain a telephone log of calls received about
COBRA?

Employers are taking other steps. With defined contribution health care plans each
employee gets a specific dollar amount allotment to use for co-pays or discretionary 
medical costs, rather than a specified health care benefits package with open-ended
costs.120 Many employers reduce subsidized health benefits for their future retirees.121

Small firms are joining benefits purchasing alliances, banding together to purchase health 
care benefits. Others are encouraging medical tourism, which means asking employees
to have nonurgent medical procedures abroad, where costs are lower.122 Other employers 
are hiring “patient advocates”, for instance registered nurses who use computer programs 
to review employees’ medications and (with the consultation of independent physicians) 
recommend reduced medication regimes.123

Others ensure that dependents are eligible for coverage.124 About 19% of almost 
600 employers surveyed had some form of health care plan spousal exclusion policies, such
as excluding a spouse when similar coverage was available from the spouse’s employer.125

Employers are demanding insurers use accountable care organizations (ACO). These are 
vendors who help insurers oversee and coordinate the efforts of healthcare providers and 
others with the goal of improving costs and outcomes.126 Also make sure employees know 
the costs of their medical benefits.127 For example, periodically send a statement to each 

http://www.HR.BLR.com
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HR AS A PROFIT CENTER

The Doctor Is on the Phone

With more than 12,000 employees in its health plan, Rent A Center was looking for a bet-
ter way to get its employees the medical advice they required, while also reducing health
plan costs. The company signed an agreement with Teladoc.Inc. Teladoc’s doctors provide 
medical consultations over the phone. In the first 16 months the new telemedicine program 
was in effect, Rent A Center saved more than $770,000 in doctor and hospital visits and in
employee productivity that would have been lost.

The program seems to be win-win. The Teladoc consultation is free to employees, com-
pared to a $20 office co-payment, and the doctors are available 24 hours per day, usually
within 30 minutes. If necessary, they call in antibiotics prescriptions. And for Rent A Center, 
there’s that extra $770,000 in their bottom line.129

 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com to dis-
cuss the following questions. Would you recommend this program to your employer? Why?

employee listing the employer’s costs for each health benefit. Online selection lets em-
ployees choose the best of the employer’s health care offerings, based on input from other 
employees on their experiences. Unlike health care plans that may have lifetime cover-
age limits of $1 million or more, limited-benefit health care insurance (“mini”) medical
plans have annual caps of about $2,000–$10,000 per year. Premiums are correspondingly 
lower.128 The HR as a Profit Center feature presents another example.

Wellness Programs

Many illnesses are preventable.130 Many employers therefore offer preventive services.131

For example, the top three health-care priorities of employers in a recent Aon Hewitt
Health Care Survey report were, “Offer incentives or disincentives to motivate sustained 
health-care behavior change”; “Promote a culture of health in the workplace (e.g., healthy 
cafeteria, flexible schedules to allow time for physical activity)”; and “Move to reward-
ing improved health results or outcomes.”132Clinical prevention programs include things
like mammograms and routine checkups. Walgreens owns companies that provide
on-site health care services such as mammograms for employers.133 Employers should
check the prospective vendor’s accreditation and certifications.134 Health promotion and 
disease prevention programs include seminars and incentives aimed at improving un-
healthy behaviors.135 Top wellness program trends include obesity management, stress 
management, senior health improvement, and tobacco cessation programs.136 Whirlpool
gives nonsmoker discounts on health care premiums worth about $500 (but suspended 
39 workers it caught smoking outside the plant after claiming they weren’t tobacco users).
Employers are linking each employee’s health care premiums to his or her healthy be-
haviors.137 Many wellness program requirements (such as healthy beverages in vending
machines and lunchtime walking groups) are simple and inexpensive.138

Claim Audits

The industry standard for percentage of claims errors is 3%, but a survey found the ac-
tual percentage of claims with financial errors were about 6.3%. The industry standard l
for percentage of claims dollars actually paid in error was 1%; the actual percentage of l
claims dollars paid in error was 3.4%. So, setting standards for errors and then aggres-
sively auditing claims may be the most direct way to reduce employer health care costs.139

Long-Term Care
With baby boomers in their 60s, long-term care insurance—for things like nursing as-
sistance to former employees in their old age—is a key benefit. The Health Insurance 

http://www.mymanagementlab.com
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Portability and Accountability Act of 1996 lets employers and employees deduct the cost
of long-term care insurance premiums from their annual income taxes, making this ben-
efit more attractive.140 Employers can also provide insurance benefits for several types of 
long-term care, such as adult day care, assisted living, and custodial care.

Life Insurance
In addition to hospitalization and medical benefits, most employers provide group life
insurance plans. Employees can usually obtain lower rates in a group plan. And group 
plans usually accept all employees—including new, nonprobationary ones—regardless of 
health or physical condition.

In general, there are three key personnel life insurance policies to address: the benefits-
paid schedule (the amount of life insurance benefits is usually tied to the employee’s annual 
earnings), supplemental benefits (continued life insurance coverage after retirement, for 
instance), and financing (the amount and percentage the employee contributes).

Accidental death and dismemberment coverage provides a lump-sum benefit in addi-
tion to life insurance benefits when death is accidental, and benefits in case of accidental 
loss of limbs or sight.

Benefits for Part-Time and Contingent Workers
About 19 million people work part-time (less than 35 hours a week). Most firms provide 
holiday, sick leave, and vacation benefits to part-timers, and more than 70% offer some 
form of health care benefits to them.141 As noted, the Patient Protection and Affordable 
Care Act mandates such coverage. Again, employers should not misclassify part-timers
as “independent contractors” to avoid benefits.142

group life insurance
Provides lower rates for the em-
ployer or employee and includes all 
employees, including new employ-
ees, regardless of health or physical 
condition.

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

Benefits and Employee Leasing

Many businesses—particularly smaller ones—don’t have the resources or employee base 
to support the cost of many of the benefits we’ve discussed in this chapter. That’s one big
reason they turn to “employee leasing.”

In brief, employee leasing firms (also called professional employer organizations or 
staff leasing firms) assume all or most of the employer’s human resources chores. In doing
so, they also become the employer of record for the employer’s employees, by transferring 
them all to the employee leasing firm’s payroll. The leasing firm thus becomes the employ-
ees’ legal employer, and usually handles employee-related activities such as recruiting, hir-
ing (with client firms’ supervisors’ approvals), and paying taxes (Social Security payments, 
unemployment insurance, and so on).

Insurance and benefits are usually the big attraction. Even group rates for life or health 
insurance can be quite high when only 20 or 30 employees are involved. That’s where leas-
ing comes in. Remember that the leasing firm is now the legal employer. The employees are 
thus part of a larger insurable group, along with other employers’ former employees. The 
small business owner may get insurance it couldn’t otherwise afford.

As in dealing with all vendors, the manager should have a detailed negotiated agreement
with the employee leasing firm. Define what the services will be; include priorities, responsi-
bilities, and warranties.143 Understand that if the leasing firm merges into another firm, the 
new parent may require you to change your systems once the contract period expires.144

 Talk About It – 5
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Explain how you believe you’d react to having your employer
switch you to a leasing firm, and why.

http://www.mymanagementlab.com
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RETIREMENT AND OTHER BENEFITS
Social Security
Social Security actually provides three types of benefits. The familiar y retirement benefits
provide an income if you retire at age 62 or thereafter and are insured under the Social 
Security Act. Second are survivor’s or death benefits. These provide monthly payments to
your dependents regardless of your age at death, if insured under act. Finally, there are
disability payments. These provide monthly payments to employees who become disabled
totally (and to their dependents) if they meet certain requirements. The Social Security 
system also administers the Medicare program, which provides health services to people 
age 65 or older. “Full retirement age” for nondiscounted Social Security benefits tradition-
ally was 65—the usual age for retirement. It is now 67 for those born in 1960 or later.145

A tax on the employee’s wages funds Social Security (technically, “Federal Old Age
and Survivor’s Insurance”). As of 2014, the maximum amount of earnings subject to
Social Security tax was $ $117,000; the employer pays 7.65% and the employee 7.65%.146

Pension Plans
Pension plans provide income to individuals in their retirement, and just over half of 
full-time workers participate in some type of pension plan at work.

We can classify pension plans in three basic ways: contributory versus noncontribu-
tory plans, qualified versus nonqualified plans, and defined contribution versus defined 
benefit plans.147 The employee contributes to the contributory pension plan, while the
employer makes all contributions to the noncontributory pension plan. Employers de-
rive certain tax benefits (such as tax deductions) for contributing to qualified pension
plans (they are “qualified” for preferred tax treatment by the IRS); nonqualified pension
plans get less favorable tax treatment.148

With defined benefit plans, the employee’s pension is specified or “defined” ahead
of time. Here the person knows ahead of time the pension benefits he or she will receive. 
There is usually a formula that ties the person’s pension to (1) a percentage of (2) the 
person’s preretirement pay (for example, to an average of his or her last five years of em-
ployment), multiplied by (3) the number of years he or she worked for the company. Due
to tax law changes and other reasons, defined benefit plans now represent a minority of 
pension benefit plans.149 However due to the economic crisis even younger employees 
now express a strong preference for defined benefit plans.150

Defined contribution plans specify (“define”) what contribution the employee and 
employer will make to the employee’s retirement or savings fund. Here the contribution 
is defined, not the pension. With a defined benefit plan, the employee can compute what t
his or her retirement benefits will be upon retirement. With a defined contribution plan,
the person only knows for sure what he or she is contributing to the pension plan; the 
actual pension will depend on the amounts contributed to the fund and on the successd
of the retirement fund’s investment earnings. Defined contribution plans are popular
among employers today due to their relative ease of administration, favorable tax treat-
ment, and other factors. And portability—making it easier for employees who leave the
firm prior to retirement to take their accumulated pension funds with them—is easier 
with defined contribution plans. However, younger workers in particular reportedly pre-
fer defined benefit plans. Some companies, such as Union Pacific, offer such plans as
employee retention tools.151

401(k) Plans

The most popular defined contribution plans are based on section 401(k) of the Internal
Revenue Code, and called 401(k) plans. The employee authorizes the employer to de-
duct a sum from his or her paycheck before taxes, and to invest it in the savings in his or 
her 401(k). The deduction is pretax, so the employee pays no tax on those dollars until 
after he or she retires—or removes the money from the 401(k) plan. The person can
decide to deduct any amount up to the legal IRS maximum (now about $15,000). The 
employer arranges, usually with an investment company such as Fidelity Investments, to 
administer the 401(k) plan and to make investment options available to the plan.152

LEARNING OBJECTIVE 5
Describe the main 
retirement benefits.

Social Security
Federal program that provides three 
types of benefits: retirement income 
at the age of 62 and thereafter;
survivor’s or death benefits payable 
to the employee’s dependents 
regardless of age at time of death; 
and disability benefits payable 
to disabled employees and their 
dependents. These benefits are 
payable only if the employee is in-
sured under the Social Security Act.

pension plans
Plans that provide a fixed sum when 
employees reach a predetermined 
retirement age or when they can no 
longer work due to disability.

defined benefit pension plan
A plan that contains a formula for 
determining retirement benefits.

defined contribution  
pension plan
A plan in which the employer’s
contribution to employees’ 
retirement savings funds is 
specified.

portability
Making it easier for employees who 
leave the firm prior to retirement
to take their accumulated pension 
funds with them.

401(k) plan
A defined contribution plan based 
on section 401(k) of the Internal 
Revenue Code.
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Employers must choose their 401(k) providers with care. The employer has a fidu-
ciary responsibility to its employees; it must monitor the fund and its administration.153

Other Plans

The 401(k) plan is one example of a savings and thrift plan.154 In any savings and thrift
plan, employees contribute a portion of their earnings to a fund, and the employer usu-
ally matches this contribution completely or in part. An employee stock ownership plan 
(ESOP) is a qualified, tax-deductible defined contribution plan in which employers con-
tribute stock to a trust for eventual use by employees who retire.

One problem with defined benefits plans is that to get your maximum pension, you
generally must stay with your employer until you retire—the formula, recall, takes the 
number of years you work into consideration. With defined contribution plans, your pen-
sion is more portable—you can leave with it at any time, perhaps rolling it over into your
next employer’s pension plan. Without delving into all the details, cash balance plans
are a hybrid; they have defined benefit plans’ more predictable benefits with defined
contribution plans’ portability advantages.155 The employer contributes a percentage of 
employees’ current pay to the employees’ pension plans every year, and employees earn
interest on this amount.156

KNOW YOUR EMPLOYMENT LAW

Pension Planning and the Law

As a rule, it is impossible to formulate a plan without expert help.157

The Employee Retirement Income Security Act (ERISA) of 1975 is the basic law. 
It requires that employers have written pension plan documents and adhere to certain 
guidelines, such as regarding who is eligible for the employer’s plan.158 ERISA protects 
the employer’s pension or health plans’ assets by requiring that those who control the
plans act responsibly, in the interest of participants and beneficiaries. Employers (and 
employees) want their pension contributions to be “qualified,” or tax deductible, so they 
must adhere to the pertinent income tax codes. Under labor relations laws, the employer
must let its unions participate in pension plan administration. The Job Creation and 
Worker Assistance Act provides guidelines regarding what rates of return employerst
should use in computing their pension plan values. ■

PBGC

ERISA established the Pension Benefits Guarantee Corporation (PBGC) to oversee and 
insure a pension if a plan terminates without sufficient funds. The PBGC guarantees 
only defined benefit plans, not defined contribution plans. And it will only pay a 
pension of up to about $54,000 per year for someone 65 years of age with a plan termi-
nating recently.159

Vesting

Vested funds are the money employer and employee have placed in the latter’s pension 
fund that cannot be forfeited for any reason. The employees’ contributions are always
theirs. Under ERISA, employers can choose one of two minimum vesting schedules (em-
ployers can allow funds to vest faster if they wish). With cliff vesting, the period for acgg -
quiring a nonforfeitable right to employer matching contributions (if any) is three years. 
With the second (graded vesting) option, pension plan participants must receive nonforgg -
feitable rights to the matching contributions as follows: 20% after two years, and then 
20% for each succeeding year, with a 100% nonforfeitable right by the end of six years.

Pensions and Early Retirement
To trim their workforces or for other reasons, some employers are encouraging employ-
ees to retire early. Many such plans take the form of early retirement window arrangew -
ments for specific employees (often age 50). The “window” means that for a limited
time, the employees can retire early. The financial incentive is generally a combination of 
improved pension benefits plus a cash payment.

savings and thrift plan
Plan in which employees contribute 
a portion of their earnings to a fund; 
the employer usually matches this 
contribution in whole or in part.

employee stock ownership 
plan (ESOP)
A qualified, tax-deductible stock 
bonus plan in which employers 
contribute stock to a trust for 
eventual use by employees.

cash balance plans
Defined benefit plans under which 
the employer contributes a percent-
age of employees’ current pay to 
employees’ pension plans every year, 
and employees earn interest on this 
amount.

Employee Retirement Income 
Security Act (ERISA) of 1975
Signed into law by President Ford in 
1974 to require that pension rights 
be vested and protected by a 
government agency, the PBGC.

Pension Benefits Guarantee 
Corporation (PBGC)
Established under ERISA to ensure 
that pensions meet vesting 
obligations; also insures pensions 
should a plan terminate without 
sufficient funds to meet its vested 
obligations.

early retirement window
A type of offering by which 
employees are encouraged to retire 
early, the incentive being liberal 
pension benefits plus perhaps a 
cash payment.
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Early retirement programs can backfire. When Verizon Communications offered
enhanced pension benefits to encourage what it hoped would be 12,000 employees to 
retire, more than 21,000 took the plan. Verizon had to replace 16,000 managers.160

Discrimination is the other potential problem. Unless structured properly, older em-
ployees can challenge early retirement programs as de facto ways for forcing them to
retire against their will.

Improving Performance through HRIS
Benefits Communications and Websites

Employers are adding new benefits services to their websites. In addition to offering 
things like self-enrollment, the insurance company USAA’s website (www.usaa.com) 
helps employees achieve better work–life balance. For example, employees can respond 
to a list of words (such as stressed) and get suggestions for dealing with stress.161 Boeing’s
Pay & Benefits Profile site gives employees real-time information about their salary and
bonuses, benefits, pension, and special services such as child care referrals.162 As here, 
employers should ensure that employees get periodic examples regarding the value of the 
benefits they’re receiving.163

PERSONAL SERVICES  
AND FAMILY-FRIENDLY BENEFITS
Although time off, insurance, and retirement benefits account for the lion’s share of ben-
efits costs, most employers also provide various services benefits.

Personal Services
Personal services benefits include employee assistance, educational subsidies, credit 
unions, and social and recreational opportunities.164

For example, employee assistance programs (EAPs) provide advisory services, such as
mental health counseling, personal legal and financial services, child and elder care referrals, 
and adoption assistance.165 More than 60% of larger firms offer such programs. One study 
found that personal mental health was the most common problem addressed by employee
assistance programs, followed by family problems.166 Most contract for the necessary 
services with vendors such as Magellan Health Services and CIGNA Behavioral Health.167

In any case, everyone involved, including supervisors, secretaries, and support staff, 
must understand the importance of confidentiality. Also, ensure files are locked, access 
is limited and monitored, and identifying information is minimized. Be aware of legal 
issues. For example, in most states counselors must disclose suspicions of child abuse to 
state agencies. And ensure vendors fulfill professional and state licensing requirements.

Family-Friendly (Work–Life) Benefits
Several trends have changed the benefits landscape. For example, there are more house-
holds where both adults work, more one-parent households, more women in the work-
force, and more workers older than age 55.168 These pressures have led many employers 
to bolster their family-friendly (or work–life) benefits.169 We’ll look at examples.

Subsidized Child Care

Employers that want to reduce the distractions associated with finding reliable child care
can help in various ways. Some employers simply investigate day care facilities and recom-
mend certain ones to employees. Others set up company-sponsored and subsidized day care 
facilities. For example, Abbott Laboratories built a $10 million child care center at its head-
quarters north of Chicago, daytime home to about 400 children of Abbott employees.170

Sick Child Benefits

One study found that unexpected absences climbed to about 2.4% of payroll hours re-
cently, with a cost per absence to employers of about $700 per episode. More employ-
ers are thus offering emergency child care benefits, for example, when a young child’s

LEARNING OBJECTIVE 6
List and discuss the 
popular personal services 
and family-friendly 
benefits.

employee assistance program 
(EAP)
A formal employer program for 
providing employees with counseling 
and/or treatment programs for
problems such as alcoholism, 
gambling, or stress.

family-friendly (or work–life) 
benefits
Benefits such as child care and 
fitness facilities that make it easier 
for employees to balance their work 
and family responsibilities.
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regular babysitter is a no-show. Texas Instruments built a Web database its employees use
to find last-minute child care providers.171

Other Job-Related Benefits
Employers provide various other job-related benefits.172 More employers are also pro-
viding elder care services (such as for employees’ parents). For example, Ford Motor 
Company’s employee service provides an assessment of the elderly relative’s needs, and 
recommendations on the best care.173 The National Council on Aging has a website for 
finding benefit programs: www.benefitscheckup.org. Google’s website lists benefits such
as adoption assistance, the Google Child Care Center, free shuttle service from San Fran-
cisco, on-site dry cleaning, backup child care assistance, and on-site physician and dental
care.174 The Home Depot offers a “nose to tail coverage” pet health insurance program. 
CVS Caremark, seeking to retain older employees, offers various elder-friendly benefits. 
Its “snowbird” program lets pharmacists spend their winters in Florida and return to 
work in the Northeast when it’s warmer, for instance.175

Non-cash benefits are another option.176 In one survey, the nonmonetary benefits 
most desired by employees were: allowing more flexibility with one’s work schedule; 
making available additional training and development opportunities; offering additional 
paid time off; and providing opportunities to work abroad.177

Family-Friendly Benefits and the Bottom Line

It’s not easy to evaluate the “profitability” of such programs.178 The bottom line is that 
employers are reviewing (and often reducing) these benefits. Even Google, long known 
for offering benefits that blow most other employers away (free buses from the city, on-
campus day care, and restaurants) has cut back a bit of late.

Diversity Counts
Domestic Partner Benefits

When employers provide domestic partner benefits to employees, the employees’ same-
sex or opposite-sex domestic partners are eligible to receive the same benefits (health 
care, life insurance, and so forth) as do the husband, wife, or legal dependent of one
of the firm’s employees. Many employers offer domestic partner benefits. For instance, 
Northrop Grumman Corp. extends domestic partner benefits to the 9,500 salaried work-
ers at its Newport News shipyard.179

With the passage of the Defense of Marriage Act, Congress provided that employers 
may not treat same-sex domestic partners the same as employees’ spouses for purposes of 
federal law. However, in 2013, the U.S. Supreme Court struck down part of the Defense
of Marriage Act. Under this ruling, gay couples married in states where it is legal must re-
ceive the same federal health, tax, Social Security and other benefits heterosexual couples 
receive.180 In 2013, the United States Labor Secretary announced that the spousal leave 
provisions of the family and medical leave act apply to married gay couples.181 In 2014, 
Attorney General Eric Holder said the federal government would recognize the same-sex 
marriages performed in Michigan before a federal appeals court halted them.182

Executive Perquisites
Executive perquisites (perks, for short) usually go to only top executives. Perks can range 
from substantial (company planes) to relatively insignificant (private bathrooms). Others
include management loans (which typically enable senior officers to exercise their stock op-
tions); financial counseling; andgg relocation benefits, often including subsidized mortgages,
purchase of the executive’s current house, and payment for the actual move. Publicly traded
companies must itemize all executives’ perks (if they total more than $100,000).

Flexible Benefits Programs
Employees prefer choice in their benefits plans. One way to provide choice is with 
an aptly named cafeteria benefits plan. (Pay specialists use flexible benefits plan and
cafeteria benefits plan synonymously.) A cafeteria plan is one in which the employer

flexible benefits plan/
cafeteria benefits plan
Individualized plans allowed by 
employers to accommodate 
employee preferences for benefits.

http://www.benefitscheckup.org
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gives each employee a benefits fund budget, and lets the person spend it on the ben-
efits he or she prefers, subject to two constraints. First, the employer must of course 
limit the total cost for each employee’s benefits package. Second, each employee’s
benefits plan must include certain required items—for example, Social Security, 
workers’ compensation, and unemployment insurance. Employees can often make 
midyear changes to their plans if, for instance, their dependent care costs rise and 
they want to divert contributions.183 IRS regulations require formal written plans de-
scribing the employer’s cafeteria plan, including benefits and procedures for choos-
ing them.184

Cafeteria plans come in several varieties. To give employees more flexibility in what 
benefits they use, about 70% of employers offer flexible spending accounts for medical
and other expenses. This option lets employees pay for certain benefits expenses with 
pretax dollars (so the IRS, in effect, subsidizes some of the employee’s expense). To en-
courage employees to use this option without laying out cash, some firms offer debit 
cards that employees can use at their medical provider or pharmacy.185 Core plus op-
tion plans establish a core set of benefits (such as medical insurance), which are usually 
mandatory for all employees. Beyond the core, employees can then choose from various
benefits options.186

Flexible Work Schedules

Flextime is a plan whereby employees’ workdays are built around a core of midday hours, 
such as 11:00 a.m. to 2:00 p.m.187 Workers individually determine their own starting and 
stopping hours, such as 7:00 a.m. to 3:00 p.m.188 In practice, though, the flextime usually 
gives an employee about 1 hour of leeway before 9:00 a.m. or after 5:00 p.m.

Other employees like airline pilots and hospital nurses don’t work conventional
five-day, 40-hour workweeks. Workers like these typically have compressed workweek
schedules. They work fewer days each week, but each day they work longer hours, such 
as four-day workweeks with 10-hour days.

Workplace flexibility means providing the information technology tools (such as y
iPads) employees need to get their jobs done wherever they are (also called “telecommut-
ing”.)189 A program at Capital One Bank seems to have led to about a 41% increase
in overall workplace satisfaction, and a 53% increase in those who say their workplace 
enhances group productivity.190 (Also see the accompanying HR as a Profit Center
example.) On the other hand, Yahoo famously said it needed its employees “working side 
by side” and brought them back to the office from telecommuting.191

flextime
A plan whereby employees’ 
workdays are built around a 
core of mid-day hours, such 
as 11:00 a.m. to 2:00 p.m.

compressed workweek
Schedule in which employee works 
fewer but longer days each week.

workplace flexibility
Arming employees with the 
information technology tools they 
need to get their jobs done 
wherever they are.

HR AS A PROFIT CENTER

NES Rentals Holdings, Inc.

As at many employers, cost control is part of NES Rentals Holdings, Inc.’s strategy. NES 
supplies construction equipment, such as aerial lifts.192 The question is: How can it cut em-
ployee costs while maintaining its great reputation?

NES Rentals sent its employees home. Today, three-fourths of the company’s Chicago
office customer support, collections, finance, and other back-office workers work from 
home (“telecommute”) at least part of the week.193 Productivity is up 20% and employee
turnover is down. NES is also leasing less space. It estimates its total savings from its new 
telecommuting benefit at about $350,000 annually. Introducing an employee benefit 
turned out to be a smart way to support NES’s strategy.194

 Talk About It – 6
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. Why do you think telecommuting worked for NES when 
it apparently had to be curtailed at Yahoo?

http://www.mymanagementlab.com
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Other Flexible Work Arrangements

Job sharing allows two or more people to share a single full-time job. For example, twog
people may share a 40-hour-per-week job, with one working mornings and the other 
working afternoons. Work sharing refers to a temporary reduction in work hours by g
a group of employees during economic downturns as a way to prevent layoffs. Thus, 
400 employees may all agree to work (and be paid for) only 35 hours per week, to avoid
a layoff of 30 workers.

The accompanying HR Tools feature illustrates the special benefits small businesses
can offer.

job sharing
Allows two or more people to share 
a single full-time job.

work sharing
Refers to a temporary reduction in 
work hours by a group of employees 
during economic downturns as a 
way to prevent layoffs.

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

“Costless” Small-Business–Friendly Benefits

Even without larger firms’ resources, small-business owners can offer employees benefits
that large employers often can’t match. For example:195

• Give extra time off. For example, Friday afternoons off in the summer.
• Offer compressed workweeks. In the summer, offer compressed workweeks that 

let them take longer weekends.
• Give bonuses at critical times. Small business owners are more likely to know

what’s happening in the lives of their employees. Use this knowledge to provide special 
bonuses, for instance, if an employee has a new baby.

• Offer flexibility. For example, “if an employee is having a personal problem, help him
or her create a work schedule that allows the person to solve problems without feeling 
like they’re going to be in trouble.”196

• Feed them. Particularly after a difficult workweek or when, say, a big sale occurs, pro-
vide free meals every now and then, perhaps by taking your employees to lunch.

• Make them feel like owners. Endeavor to give your employees input into major 
decisions, let them work directly with clients, get them client feedback, share com-
pany performance data with them. Perhaps let them share in the company’s financial 
success.

• Make sure they have what they need to do their jobs. Having highly
motivated employees is only half the challenge. Also ensure they have the tools they 
need to do their jobs—for instance, the necessary training, procedures, computers,
and so on.

• Constantly recognize a job well done. Capitalize on your day-to-day interactions
with employees to “never miss an opportunity to give your employees the recognition 
they deserve.”197

Simple Retirement Benefits
About 75% of large firms offer retirement benefits, while about 35% of small ones do.198

There are several special ways for small firms to provide employee retirement plans. The
Pension Protection Act of 2006 provides for a new type of retirement benefit that combines 
traditional defined benefit and 401(k) (defined contribution) plans.199 Available only to 
employers with less than 500 employees, it exempts employers from the complex pension 
rules to which large employers must adhere.200

Probably the easiest way for small businesses to provide retirement benefits is through
a SIMPLE IRA plan. With the SIMPLE (for E Savings Incentive Match Plan for Employees) IRA,
employers must (and employees may) make contributions to traditional employee IRAs. 
These plans are for employers or small businesses with 100 or fewer employees and no 
other retirement plan. The owner contacts an eligible financial institution and fills out sev-
eral IRS forms. Banks, mutual funds, and insurance companies that issue annuity contracts
are generally eligible.201 The plan has very low administrative costs. Employer contributions 
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EMPLOYEE ENGAGEMENT GUIDE  
FOR MANAGERS
Costco’s Compensation Plan
Hard as it is to compete with Walmart’s low costs and prices, Costco Wholesale Corp.’s 
store sales actually beat those of Walmart’s Sam’s Club. How does Costco stay ahead? 
Its HR strategy is to deflect Walmart’s low wages by paying employees more, thereby 
producing more employee engagement, higher productivity, and better customer ser-
vice.203 As one example, Costco pays about 90% of the health insurance costs of its over 
90,000 domestic employees.204

Costco doesn’t use surveys to measure employee engagement; its HR head says it 
tracks engagement by its “byproducts,” such as turnover and productivity.205 By those 
criteria, Costco’s engagement strategy seems to be working. Its sales per employee are 
about $500,000 a year versus $340,000 at Sam’s Club.206 Costco’s turnover is far below 
the retail industry average, and employee retention is higher.207 And over the past five
or six years, while Walmart employees in several cities went on strike and competitors 
lost customers to the Internet, Costco sales rose 39% and its stock price doubled.208

As Costco’s CEO says, “I just think people need to make a living wage with health ben-
efits.”209 In fact, other large retail chains with traditionally excellent customer service, 
like Nordstrom and the Container Store, are also doing well financially, in part by 
treating their employees well.210

Costco treats its employees well, indeed. It pays its employees on average about 
$21 per hour, not including overtime, almost triple the $7.25 federal minimum wage.211

That compares with Walmart’s average wage for full-time employees in the United States
of $12.67 an hour.212 Costco’s starting pay is $11.50 per hour, again far above the minig -
mum wage.213

Costco’s employee benefits are also highly competitive, particularly relative to the 
typically sparse offerings in the retail industry.214 Costco not only offers a full range
of employee benefits, but extends these benefits to employees’ spouses, children, and 
domestic partners. Full-time hourly employees are eligible for benefits after working 
90 days, and part-time hourly employees after 180 days. Costco’s employee benefits
package includes:215

Healthcare: full-time eligible employees may choose from two healthcare options,
including one in which they may choose their own medical services, physicians and 
facilities.

Dental care: these include two dental plans, a “core” dental plan, and a premium
dental plan allowing more freedom of choice.

Pharmacy program: most Costco warehouses have in-house pharmacies, and 
benefit-eligible employees have co-pays as little as $5 for generic drugs.

Vision program: most Costco warehouses also have in-house optical centers, and 
the vision program pays up to $60 per eye exam, plus annual allowances for purchas-
ing glasses and contact lenses.

are tax-deductible. Each employee is always 100% vested.202 A typical employer contribu-
tion might match employee contributions dollar for dollar up to 3% of pay. The financial 
institution usually handles the IRS paperwork and reporting.

 Talk About It – 7
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: You own a small frozen yogurt shop and have five employees. 
Based on this feature and anything else you want to draw on from this chapter, give six
specific examples of “costless” benefits or incentives you would use.

LEARNING OBJECTIVE 7
Explain how to use 
benefits to improve 
engagement, productivity, 
and performance.

http://www.mymanagementlab.com
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401(k) plan: Costco matches employee contributions $ 0.50 on the dollar for the first
$1,000 each year, to a maximum company match of $500 a year for most and ploys.

Dependent care assistance plan: all eligible Costco employees can derive tax savings
under this plan by paying for child care and adult care with pre-tax dollars.

Care network: Costco employees and their families, from the first day of employ-
ment, can tap into this external network of professional counsellors, who are trained 
to help employees solve personal, work, or family challenges.

Voluntary short-term disability: in states where disability coverage isn’t mandated, 
hourly employees who pass their 90-day probationary period after working at least 
3 hours a week are automatically enrolled in short-term disability insurance.

Long-term disability: Costco provides long-term disability coverage at no cost for 
benefit-eligible employees.

Life insurance: Costco provides basic life insurance and accidental death and dis-
memberment policies, at no cost for eligible employees.

To help employees get the most from these plans, they can go to www.costcobenefits
.com/, for instance to find physicians and other services in their areas. Costco also has an
open door policy that enables employees to get any concerns directly to top managers.216

It’s little wonder why its employee engagement—reflected in productivity and turnover—
is excellent.

Review

SUMMARY

1. Several incentive plans are particularly suited for
individual employee incentives and recognition
programs. Piecework is an incentive plan in which a
person is paid a sum for each item he or she makes. 
Merit pay refers to any salary increase awarded to
an employee based on his or her individual perfor-
mance. Nonfinancial and recognition-based awards 
are increasingly important and include employee rec-
ognition, gift certificates, and individual travel. Many 
employers use enterprise incentive management
systems to automate their incentive plans. Incentives 
for salespeople are typically sales commissions. Most 
firms have annual bonus plans aimed at motivating 
managers’ short-term performance. The actual award 
often depends on some combination of individual 
performance and organizational performance. Long-
term incentives include stock options, “golden para-
chutes,” and stock appreciation rights.

2. With more employers organizing their efforts around 
teams, team and organization-wide incentive plans 

are important. With team incentive plans, the main 
question is whether to reward members based on 
individual or team performance; both have pros and 
cons. Organization-wide incentive plans are plans in 
which all or most employees can participate. These
include profit-sharing plans in which employees 
share in the company’s profits; gainsharing plans
engage employees in a common effort to achieve 
productivity objectives and thereby share the gains. 
Employee stock ownership plans are company-wide 
plans in which the employer contributes shares of its
own stock to a trust established to purchase shares of 
the firm’s stock for employees.

3. Benefits are indirect financial and nonfinancial pay-
ments employees receive for continuing their em-
ployment with the company, and include things like 
health and life insurance, pensions, time off with pay, 
and child-care assistance.

4. Employers provide numerous pay for time not 
worked and insurance benefits. Unemployment 

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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insurance provides benefits if a person is unable to 
work due to some fault other than his or her own. 
Sick pay provides pay to an employee when he or she
is out of work because of illness. Cost-reduction tac-
tics include repurchasing unused sick leave or simply 
using paid leave plans that lump sick leave, vacation,
and holidays into one leave pool. The Family and 
Medical Leave Act requires larger employers to pro-
vide up to 12 weeks of unpaid leave for family-related 
issues. Severance pay is a one-time payment some
employers provide when terminating an employee. 
Most employers also provide a number of required or
voluntary insurance benefits. Workers’ compensation 
laws aim to provide sure, prompt medical benefits to
work-related accident victims or their dependents, 
regardless of fault. Hospitalization, health, and dis-
ability insurance costs are rising fast, and most
employer health plans provide at least basic hospi-
talization and surgical and medical insurance for eli-
gible employees. When an employee is terminated or
terminates his or her employment, it is essential that 
the employer make the person aware of his or her
COBRA rights.

5. Social Security is a federal program that provides
retirement income at the age of 62 and thereafter, as 
well as other benefits. Many employers make avail-
able pension plans; these provide an income when 
employees reach retirement age or when they can 
no longer work due to disability. Defined benefit

plans contain a formula for determining retirement 
benefits, while defined contribution plans are plans
in which the contribution to employees’ retirement 
savings plans is specified. 401(k) plans are examples. 
The Employee Retirement Income Security Act of 
1975 requires that employers have written pension 
plan documents, and established the Pension Ben-
efits Guarantee Corporation to oversee employers’ 
pension plans. Key pension policy issues include 
membership requirements and testing.

6. Most employers also provide various personal ser-
vices and family-friendly benefits. These include 
credit unions, employee assistance programs, and 
subsidized child care and elder care. Flexible benefits 
or cafeteria benefits plans are individual plans that
accommodate employee preferences for benefits.
Some employers turn to employee leasing companies
to capitalize on the advantage of the leasing firm’s 
large employee base to get better employee benefits 
for their employees. Employers also are implement-
ing various types of flexible work schedules, includ-
ing flextime, compressed workweeks, and other
flexible work arrangements such as job sharing.

7. Costco’s HR strategy is to deflect Walmart’s low 
wages by paying employees more, thereby producing
more employee engagement, higher productivity, and 
better customer service. As one example, Costco pays 
about 90% of the health insurance costs of its over 
90,000 domestic employees.

KEY TERMS

financial incentives 355
productivity 355
variable pay 355
piecework 355
straight piecework 355
standard hour plan 355
merit pay (merit raise) 356
annual bonus 361
stock option 362
golden parachute 362
team- (or group-) incentive plan 363
organization-wide incentive plan 363
profit-sharing plan 363
gainsharing plan 364
earnings-at-risk pay plan 364
employee stock ownership plan (ESOP) 364
benefits 365
supplemental pay benefits 366
unemployment insurance (or compensation) 366
sick leave 368
severance pay 369
supplemental unemployment benefits 370
workers’ compensation 370
health maintenance organization (HMO) 372

preferred provider organizations (PPOs) 372
group life insurance 376
Social Security 377
pension plans 377
defined benefit pension plan 377
defined contribution pension plan 377
portability 377
401(k) plan 377
savings and thrift plan 378
employee stock ownership plan (ESOP) 378
cash balance plans 378
Employee Retirement Income Security Act (ERISA) 

of 1975 378
Pension Benefits Guarantee Corporation (PBGC) 378
early retirement window 378
employee assistance program (EAP) 379
family-friendly (or work–life) benefits 379
flexible benefits plan/cafeteria benefits plan 380
flextime 381
compressed workweek 381
workplace flexibility 381
job sharing 382
work sharing 382
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DISCUSSION QUESTIONS

11-1. Distinguish between employee incentives and 
employee benefits, providing appropriate examples.

11-2. Explain the cafeteria-style benefits plan. What are
its advantages for employees and organizations?

11-3.  Identify some financial and non-financial
incentives that may be used to motivate freelance 
photographers. Explain why you think these 
incentive plans will motivate and engage them.

11-4. What is unemployment insurance? Is an 
organization required to pay unemployment 

benefits to all dismissed employees? Explain
how you would go about minimizing your 
organization’s unemployment insurance tax.

11-5. Explain how ERISA protects employees’ pension 
rights.

11-6. What is “portability”? Why do you think it is 
(or isn’t) important to a recent college graduate?

11-7. What are the main provisions of the FMLA?
11-8. Describe the main retirement benefits.

INDIVIDUAL AND GROUP ACTIVITIES

11-9. Working individually or in groups, create an
incentive plan for the following positions: 
chemical engineer, plant manager, used car
salesperson. What factors did you have to 
consider in reaching your conclusions?

11-10. A state university system in the Southeast 
instituted a “Teacher Incentive Program” (TIP) 
for its faculty. Faculty committees within each 
university’s colleges were told to award $5,000
raises (not bonuses) to about 40% of their faculty 
members based on how good a job they did 
teaching undergraduates, and how many courses 
they taught per year. What are the potential
advantages and pitfalls of such an incentive
program? How well do you think it was 
accepted by the faculty? Do you think it had 
the desired effect?

11-11. The PHR and SPHR Knowledge Base Appendix 
(pages 515–523) lists the knowledge someone 
studying for the HRCI certification exam
needs to have in each area of human resource
management (such as in Strategic Management, 
Workforce Planning, and Human Resource
Development). In groups of four to five students,
do four things: (1) review that appendix now; 
(2) identify the material in this chapter that 
relates to the required knowledge the appendix 
lists; (3) write four multiple-choice exam

questions on this material that you believe would 
be suitable for inclusion in the HRCI exam; and
(4) if time permits, have someone from your
team post your team’s questions in front of the 
class, so the students in other teams can take 
each others’ exam questions.

11-12. Working individually or in groups, research the
unemployment insurance rate and laws of your
state. Write a summary detailing your state’s 
unemployment laws. Assuming Company X has 
a 30% rate of annual personnel terminations, 
calculate Company X’s unemployment tax rate in 
your state.

11-13. Assume you run a small business. Working
individually or in groups, visit the website www
.dol.gov/elaws. See the Small Business Retirement
Savings Advisor. Write a one-page summary 
explaining (1) the various retirement savings
programs available to small business employers,
and (2) which retirement savings program you
would choose for your small business and why.

11-14. You are the HR consultant to a small business
with about 40 employees. The owner has asked 
you to prepare a one-page summary listing
(1) the mandatory benefits the employer must 
provide, and (2) a strategy for figuring out what 
non-mandatory benefits the employer should 
also offer.

MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

11-15. Describe the nature of some important management incentives.

11-16. In this chapter, we listed a number of guidelines for instituting a pay-for-

performance plan. Do you think these points make sense? Why or why not?
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costs were undermining their competitiveness; the current 
employees feared any step down the slippery slope that 
might eventually mean cutting their own health benefits.
The unions didn’t welcome a situation in which they’d end
up representing two classes of employees, one (the exist-
ing employees) who had excellent health insurance ben-
efits, and another (newly hired employees) whose benefits 
were relatively meager, and who might therefore be un-
happy from the moment they took their jobs and joined 
the union.

Questions
11-17. Assume you are mediating this dispute. Discuss

five creative solutions you would suggest for how 
the grocers could reduce the health insurance
benefits and the cost of their total benefits package
without making any employees pay more.

11-18. From the grocery chains’ point of view, what is
the downside of having two classes of employees,
one of which has superior health insurance
benefits? How would you suggest they handle
the problem?

11-19. Similarly, from the point of view of the union,
what are the downsides of having to represent two
classes of employees, and how would you suggest
handling the situation?

Source: Based on “Settlement Nears for Southern California Grocery 
Strike,” by James F. Peltz and Melinda Fulmer from Los Angeles Times,
February 26, 2004.

Several years ago, the strike by Southern California grocery 
workers against the state’s major supermarket chains was get-
ting worse. Because so many workers were striking (70,000), 
and because of the issues involved, unions and employers 
across the country were closely following the negotiations.
Indeed, grocery union contracts were set to expire in sev-
eral cities later in 2004, and many believed the California 
settlement—assuming one was reached—would set a pattern.

The main issue was employee benefits, and specifically 
how much (if any) of the employees’ health care costs the 
employees should pay themselves. Based on their existing 
contract, Southern California grocery workers had unusu-
ally good health benefits. For example, they paid nothing 
toward their health insurance premiums, and paid only $10
co-payments for doctor visits. However, supporting these ex-
cellent health benefits cost the big Southern California gro-
cery chains over $4 per hour per worker.

The big grocery chains were not proposing cutting health
care insurance benefits for their existing employees. Instead, 
they proposed putting any new employees hired after the new 
contract went into effect into a separate insurance pool, and 
contributing $1.35 per hour for their health insurance cov-
erage. That meant new employees’ health insurance would 
cost each new employee perhaps $10 per week. And, if that 
$10 per week weren’t enough to cover the cost of health care, 
then the employees would have to pay more, or do without
some of their benefits.

It was a difficult situation for all the parties involved.
For the grocery chain employers, skyrocketing health care 

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Striking for Benefits

The Incentive Plan

The question of whether to pay Carter Cleaning employees 
an hourly wage or an incentive of some kind has always in-
trigued Jack Carter.

His basic policy has been to pay employees an hourly 
wage, except that his managers do receive an end-of-year bo-
nus depending, as Jack puts it, “on whether their stores do
well or not that year.”

However, he is considering using an incentive plan in
one store. Jack knows that a presser should press about 25
“tops” (jackets, dresses, blouses) per hour. Most of his press-
ers do not attain this ideal standard, though. In one instance, 
a presser named Walt was paid $8 per hour, and Jack noticed
that regardless of the amount of work he had to do, Walt al-
ways ended up going home at about 3:00 p.m., so he earned 
about $300 at the end of the week. If it was a holiday week,
for instance, and there were a lot of clothes to press, he might

average 22 to 23 tops per hour (someone else did pants) and 
so he’d earn perhaps $300 and still finish each day in time to 
leave by 3:00 p.m. so he could pick up his children at school. 
But when things were very slow in the store, his productivity 
would drop to perhaps 12 to 15 pieces an hour, so that at the
end of the week he’d end up earning perhaps $280, and in 
fact not go home much earlier than he did when it was busy.

Jack spoke with Walt several times, and while Walt al-
ways promised to try to do better, it gradually became ap-
parent to Jack that Walt was simply going to earn his $300 
per week no matter what. Though Walt never told him so 
directly, it dawned on Jack that Walt had a family to support
and was not about to earn less than his “target” wage, regard-
less of how busy or slow the store was. The problem was that 
the longer Walt kept pressing each day, the longer the steam 
boilers and compressors had to be kept on to power his ma-
chines, and the fuel charges alone ran close to $6 per hour. 

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company
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Jack clearly needed some way short of firing Walt to solve the 
problem, since the fuel bills were eating up his profits.

His solution was to tell Walt that, instead of an hourly $8 
wage, he would henceforth pay him $0.33 per item pressed. 
That way, said Jack to himself, if Walt presses 25 items per 
hour at $0.33 he will in effect get a small raise. He’ll get more
items pressed per hour and will therefore be able to shut the 
machines down earlier.

On the whole, the experiment worked well. Walt gener-
ally presses 25 to 35 pieces per hour now. He gets to leave ear-
lier and, with the small increase in pay, he generally earns his 
target wage. Two problems have arisen, though. The quality 
of Walt’s work has dipped a bit, plus his manager has to spend
a minute or two each hour counting the number of pieces 
Walt pressed that hour. Otherwise, Jack is fairly pleased with
the results of his incentive plan, and he’s wondering whether 
to extend it to other employees and other stores.

Questions
11-20. Should this plan be extended to pressers in the

other stores?
11-21. Should other employees (cleaner/spotters, counter

people) be put on a similar plan? Why or why not?
If so, how, exactly?

11-22. Is there another incentive plan you think would
work better for the pressers? Describe it.

11-23. A store manager’s job is to keep total wages to no
more than 30% of sales and to maintain the fuel
bill and the supply bill at about 9% of sales each.
Managers can also directly affect sales by ensuring
courteous customer service and by ensuring that
the work is done properly. What suggestions would
you make to Jennifer and her father for an
incentive plan for store managers?

EXPERIENTIAL EXERCISE
Revising the Benefits Package

Purpose: The purpose of this exercise is to provide practice
in developing a benefits package for a small business.

Required Understanding: Be very familiar with the
material presented in this chapter. In addition, review 
Chapter 10 to reacquaint yourself with sources of 
compensation survey information, and come to class 
prepared to share with your group the benefits package
for the small business in which you work or in which 
someone with whom you’re familiar works.

How to Set Up the Exercise/Instructions: Divide
the class into groups of four or five students. Your 

assignment is as follows: Maria Cortes runs a small 
personnel recruiting office in Miami and has decided 
to start offering an expanded benefits package to her 
24 employees. At the current time, the only benefits are 
seven paid holidays per year and five sick days per year. 
In her company, there are two other managers, as well
as seventeen full-time recruiters and five secretarial 
staff members. In the time allotted, your group should 
create a benefits package in keeping with the size and
requirements of this firm.

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

ENDNOTES
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PART

5 LABOR RELATIONS

The concepts and techniques we’ll study here in Part 5,
Employee and Labor Relations play an important role ins
strategic human resource management. As the accompany-
ing HR Strategy Model shows, Strategic Human Resource
Management means formulating and executing human 
resource policies and practices that produce the employee
competencies and behaviors the company needs to achieve 
its strategic aims. Producing those required employee 
competencies and behaviors requires that the employer also
provide employees with a safe, fulfilling, and respectful work 
environment. We’ll therefore focus in Part 5 on how manag-
ers put in place the HR policies and practices that produce
positive employee relations and a safe work environment.
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5

WHERE WE ARE NOW

Part 4 Compensation and Total Rewards
explained how to provide employees with 
the equitable wages, salaries, benefits, and 
incentives that will hopefully motivate them to
perform effectively and to stay with the firm.
However, effective performance requires more 
than money. Now, in Part 5, we therefore turn
to methods for creating a safe, fulfilling, and
respectful work environment, including positive 
employee relations, fair and ethical treatment,
productive union relations, and employee 
safety programs. In Part 5 Employee and 
Labor Relations we will therefore cover

● Chapter 12, Maintaining Positive 
Employee Relations

● Chapter 13, Labor Relations and 
Collective Bargaining

● Chapter 14, Improving Occupational 
Safety, Health, and Risk Management



OVERVIEW:  
In this chapter, we will cover . . .

■ EMPLOYEE RELATIONS

■ EMPLOYEE RELATIONS PROGRAMS FOR BUILDING 
AND MAINTAINING POSITIVE EMPLOYEE RELATIONS

■ THE ETHICAL ORGANIZATION

■ MANAGING EMPLOYEE DISCIPLINE

■ EMPLOYEE ENGAGEMENT GUIDE FOR MANAGERS: 
How Companies Become “Best Companies To Work For”

Maintaining Positive 
Employee Relations12

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

 1. Define employee relations.
 2. Discuss at least four methods for managing 

employee relations.
 3. Explain what is meant by ethical behavior.
 4. Explain what is meant by fair disciplinary practices.
 5. Answer the question, “How do companies become 

‘Best Companies to Work For’?”

MyManagementLab®

 Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com for 

activities that are applied, personalized, 

and offer immediate feedback.

Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 12 Warm Up.
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INTRODUCTION

Enrique had worked as a waiter at a well-known all-night 
restaurant in the Coney Island section of Brooklyn, New 
York, for several years. He enjoyed the job, but not the 
commute. Unless he left the restaurant promptly at 
1:00 a.m., he’d miss his Q train connection to his home 
in Queens. Then, what should be a 45-minute train and 
bus ride would take him 21/2 hours. One night, two 
noisy out-of-town men sat down at one of his tables at 
about 12:45 a.m. When he explained he’d have to leave
in 15 minutes, they objected loudly. Enrique’s supervi-
sor came over and told him he’d just have to stay until 
they finished their meal. That could keep him working 

LEARNING OBJECTIVE 1 
Define employee 
relations.

until 2:00 a.m. Enrique followed his supervisor back to the kitchen and told him, “Let 
someone else take over; you know I have to get home.” His supervisor smiled and
said, “Enrique, if you don’t like your job here, I know many people who would.”

EMPLOYEE RELATIONS
It’s obvious to anyone who has worked for even a few days that some companies are 
better to work for than are others. Some companies we’ve touched on in this book—
Wegmans, SAS, and Google, for instance—show up repeatedly on “Best Companies to 
Work For” lists, while others seem to always have labor problems and negative press. 
This common sense observation reflects the fact that some companies do have better 
employee relations than do others.

Employee relations is the managerial activity that involves establishing and main-
taining the positive employee–employer relationships that contribute to satisfactory 
productivity, motivation, morale, and discipline, and to maintaining a positive, produc-
tive, and cohesive work environment.1 Whether you’re recruiting employees, managing
union organizing campaigns, asking employees to work overtime, or doing some other 
task, it obviously makes sense to have employees “on your side.” Many employers there-
fore endeavor to build positive employee relations, on the sensible assumption that doing
so beats building negative ones. Managing employee relations is usually assigned to HR,
and is a topic the Human Resource Certification Institute test addresses.

EMPLOYEE RELATIONS PROGRAMS  
FOR BUILDING AND MAINTAINING  
POSITIVE EMPLOYEE RELATIONS
There’s a lot an employer can do to build positive employee relations. Some examples 
include providing good training, fair appraisals, and competitive pay and benefits (all of 
which we discussed in previous chapters). However, most employers also institute spe-
cial “employee relations programs” to maintain positive employee relations. These pro-
grams include employee fair treatment programs, improving employee relations through 
improved communications, developing employee recognition/relations programs, using
employee involvement programs, and having fair and predictable disciplinary proce-
dures. We’ll begin with how to ensure fair treatment.

Ensuring Fair Treatment
Anyone who has suffered unfair treatment at work knows it is demoralizing. Unfair treat-
ment reduces morale, poisons trust, increases stress, and negatively impacts employee 
relations and performance.2 Employees of abusive supervisors are more likely to quit, 
and to report lower job and life satisfaction and higher stress.3 The effects on employees 

employee relations
The activity that involves establishing 
and maintaining the positive 
employee–employer relationships 
that contribute to satisfactory 
productivity, motivation, morale, 
and discipline, and to maintaining 
a positive, productive, and cohesive 
work environment.

LEARNING OBJECTIVE 2
Discuss at least four 
methods for managing 
employee relations.

Source: Franek Strzeszewski/Getty Images.
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of such abusiveness are particularly pronounced where the abusive supervisors seem 
to have support from higher-ups.4 Even when someone witnesses abusive supervision
vicariously—for instance, by seeing a coworker being abused—it triggers adverse reac-
tions including further unethical behavior.5 At work, fair treatment reflects concrete
actions such as “employees are treated with respect,” and “employees are treated fairly” 
(see Figure 12.1).6

There are many reasons why managers should be fair. The golden rule is one obvi-
ous reason. What may not be so obvious is that unfairness can backfire on the company. 
For example, victims of unfairness exhibit more workplace deviance, such as theft and 
sabotage.7 Victims of unfairness also suffer a range of ill effects including poor health, 
strain, and psychological conditions.8 Unfairness leads to increased tensions between the 
employee and his or her family or partner.9 Abusive supervisors undermine their subor-
dinates’ effectiveness and may prompt them to act destructively.10 In terms of employee 
relations, employees’ perceptions of fairness relate to enhanced employee commitment; 
enhanced satisfaction with the organization, jobs, and leaders; and enhanced organiza-
tional citizenship behaviors.11

A study illustrates the effects of unfairness. College instructors first completed sur-
veys concerning the extent to which they saw their colleges as treating them with pro-
cedural andl distributive justice. (Procedural justice refers to justice in the allocation of 
rewards or discipline, in terms of the procedures being even-handed and fair; distributive 
justice refers to a system distributing rewards and discipline in which the actual results
or outcomes are even-handed and fair.) Procedural justice items included, for example, 
“In general, the department/college’s procedures allow for requests for clarification or for 
additional information about a decision.” Distributive justice items included, “I am fairly 
rewarded considering the responsibilities I have.”

Then the instructors completed organizational commitment questionnaires, with 
items such as “I am proud to tell others that I am part of this department/college.” Their
students then completed surveys, with items such as “The instructor was sympathetic to
my needs,” and “The instructor treated me fairly.”

FIGURE 12.1
Perceptions of Fair 
Interpersonal Treatment
Scale

Source: “The Perceptions of Their 
Interpersonal Treatment Scale: 
Development and Validation 
of a Measure of Interpersonal 
Treatment in the Workplace” 
by Michelle A. Donovan, from 
Journal of Applied Psychology, 
1998, Volume 83(5).

What is your organization like most of the time? Circle yes if the item describes your 
organization, No if it does not describe your organization, and ? if you cannot decide.

IN THIS ORGANIZATION:AA

1. Employees are praised for good work Yes YY ? No

2. Supervisors yell at employees (R) YesYY ? No

3. Supervisors play favorites (R) Yes YY ? No

4. Employees are trusted YesYY ? No

5. Employees’ complaints are dealt with effectively Yes YY ? No

6. Employees are treated like children (R) YesYY ? No

7. Employees are treated with respect Yes YY ? No

8. Employees’ question and problems are responded to quickly YesYY ? No

9. Employees are lied to (R) Yes YY ? No

10. Employees’ suggestions are ignored (R) YesYY ? No

11. Supervisors swear at employees (R) Yes YY ? No

12. Employees’ hard work is appreciated YesYY ? No

13. Supervisors threaten to fire or lay off employees (R) Yes YY ? No

14. Employees are treated fairly YesYY ? No

15. Coworkers help each other out Yes YY ? No

16. Coworkers argue with each other (R) Yes YY ? No

17. Coworkers put each other down (R) YesYY ? No

18. Coworkers treat each other with respect Yes YY ? No

Note: R = the item is reverse scored

fair treatment
Reflects concrete actions, such 
as “employees are treated with 
respect,” and “employees are
treated fairly.”

procedural justice
Refers to just procedures in the 
allocation of rewards or discipline, 
in terms of the actual procedures 
being evenhanded and fair.

distributive justice
Refers to a system of distributing 
rewards and discipline in which the 
actual results or outcomes of are 
evenhanded and fair.
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The results were impressive. Instructors who perceived high distributive and pro-
cedural justice were more committed. Furthermore, these instructors’ students reported 
higher levels of instructor effort, prosocial behaviors, and fairness, and had more positive 
reactions to their instructors.12 So in this case, treating professors badly backfired on the
university. Treating others fairly produced improved employee commitment and results.

The accompanying HR Practices around the Globe feature shows how one employer
in China improved the fairness with which it treated employees.

HR PRACTICES AROUND THE GLOBE

The Foxconn Plant in Shenzhen, China

The phrase social responsibility tends to trigger images of y
charitable contributions and helping the homeless, but it 
actually refers to much more. For example, it refers to the 
honesty of the company’s ads, to the quality of the parts it
builds into its products; and to the honesty, ethics, fairness, 
and “rightness” of its dealings with customers, suppliers, 
and, of course, employees. The basic question is always
whether the company is serving all its constituencies (or 
“stakeholders”) fairly and honestly. Corporate social 
responsibility thus refers to the extent to which com-
panies should and do channel resources toward improving 
one or more segments of society other than the firm’s own-
ers or stockholders.13

A worker uprising at Apple’s Foxconn iPhone assembly 
plant in Shenzhen, China, shows that workers around the 
globe want their employers to treat them in a fair and so-
cially responsible manner.

After the uprising over pay and work rules at the Fox-
conn plant, Apple asked the plant’s owner to have the Fair 
Labor Association (FLA) survey the plant’s workers. The FLA
found “tons of issues.”14 For example, employees faced
“overly strict” product-quality demands without adequate 
training: “Every job is tagged to time, there are targets on 
how many things must be completed within an hour,” said 
Xie Xiaogang, 22, who worked at Foxconn’s Shenzhen plant. 
“In this environment, many people cannot take it.”15 Heavy
overtime work requirements and having to work through a 
holiday week were other examples.

Hon Hai, the Foxconn plant’s owner, soon changed its 
plant human resource practices, for instance, raising sala-
ries and cutting mandatory overtime. Those changes were
among 284 made by Foxconn after the audits uncovered 
violations of Chinese regulations.16 The changes show that 
fair treatment is a global obligation.

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following question. 
How would you explain the fact that workers in such diverse cultures as America and China seem to crave fair treatment?

Some workplace unfairness is subtle. For example, unstated policies requiring law firm asso-
ciates to work and travel seven days per week may unfairly eliminate working mothers from 
partner tracks. Other unfairness is blatant. For example, one survey of 1,000 U.S. employees
concluded that about 45% said they had worked for abusive bosses.17

Unfortunately, bullying and abusiveness—singling out someone to harass and mistreat—
is in fact a serious problem. The U.S. government (www.stopbullying.gov/#) says most would
agree that bullying involves three things:

• Imbalance of power. People who bully use their power to control or harm, and the 
people being bullied may have a hard time defending themselves.

• Intent to cause harm. Actions done by accident are not bullying; the person bully-
ing has a goal to cause harm.

• Repetition. Incidents of bullying happen to the same person over and over by the 
same person or group, and that bullying can take many forms, such as:
● Verbal: name-calling, teasing
● Social: spreading rumors, leaving people out on purpose, breaking up

friendships
● Physical: hitting, punching, shoving
● Cyberbullying: gg using the Internet, mobile phones, or other digital technologies 

to harm others

Undoubtedly, the perpetrator is to blame for bullying. However, how some people be-
have do make them more likely victims.18 Those “more likely” include submissive victims 

social responsibility
Refers to the extent to which 
companies should and do channel 
resources toward improving one or 
more segments of society other than 
the firm’s owners or stockholders.

http://www.mymanagementlab.com
http://www.stopbullying.gov/#
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(who seem more anxious, cautious, quiet, and sensitive), provocative victims (who show 
more aggressive behavior), and victims low in self-determination (who seem to leave it
to others to make decisions for them).

Whether the unfairness is subtle or blatant, the employer should have systems in 
place to minimize (and preferably banish) unfair acts at work. It is the employer’s and 
the manager’s job to make sure that in all matters the employee is treated fairly and
with respect (and that its employees similarly treat each other respectfully).19 Many of 
the processes one needs to head off unfairness we discussed in previous chapters. For 
example, hire competent and well-balanced supervisors, ensure equitable pay, institute 
systematic and fair performance appraisal systems, and have policies in place that 
require fair treatment of all employees. Furthermore (as we will see later in this chapter) 
disciplinary appeals programs can reduce such unfairness.

But beyond this, maintaining positive employee relations requires having special 
communications programs in place that let employees express their opinions, and let 
management know if there’s a problem. We turn to these programs next.

Improving Employee Relations through Communications Programs
Many employers use communications programs to bolster their employee relations ef-ff
forts. They do this, first, on the reasonable assumption that employees feel better about 
their employers when they’re “kept in the loop” about what is happening. Therefore, for 
example, one university’s website says, “We believe in keeping our employees fully in-
formed about our policies, procedures, practices and benefits.” 20 This employer uses an
open-door policy to encourage communication between employees and managers, an y em-
ployee handbook covering basic employment information, and “the opportunity to keep
abreast of University events and other information of interest through the website, e-mail
and hard copy memoranda.”21

Two-way communication also helps ensure that management knows what’s bother-
ing employees. To paraphrase one writer, no one likes getting complaints, but actively 
soliciting complaints is absolutely essential for employers who want to short-circuit in-
equitable treatment and maintain positive employee relations.22 Doing so may include
hosting employee focus groups, making available ombudsman and suggestion boxes, and 
implementing telephone and Web-based hotlines. Some employers use hotline providers
to manage their hotlines. A vendor sets up the hot lines for the employer; it also receives
the employees’ comments, and provides ongoing feedback to the employer about employ-
ees’ concerns, as well as periodic summaries of comments and trends. Exit interviews,

People who bully use 
their power to control 
or harm, and the people 
being bullied may have 
a hard time defending 
themselves.
Source: Purestock/Getty Images.
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which we discussed in an earlier chapter, provide another opportunity to sample the 
quality of one’s employee relations.23 Individual supervisors can of course use methods 
such as open-door policies and “management by walking around” to informally ask 
employees “how things are going.”

Using Organizational Climate Surveys

Similarly, employee attitude, morale, or climate surveys play a part in many firms’ em-
ployee relations efforts. They use the surveys to “take the pulse” of their employees’ at-
titudes toward a variety of organizational issues including leadership, safety, role clarity, 
fairness, and pay, and to thereby get a sense of whether their employee relations need
improvement. The dividing lines between attitude surveys, satisfaction or morale sur-
veys, and climate surveys are somewhat arbitrary; several experts define organizational 
climate as the perceptions a company’s employees share about the firm’s psychological 
environment, for instance in terms of things like concern for employees’ well-being, su-
pervisory behavior, flexibility, appreciation, ethics, empowerment, political behaviors, 
and rewards. 24

Many such surveys are available off the shelf. For instance, one SHRM sample survey 
has employees use a scale from 1 (“to a very little extent”) to 5 (“to a very great extent”) 
to answer survey questions. Questions include, “Overall, how satisfied are you with your
supervisor?”, “Overall, how satisfied are you with your job?”, “Do you have confidence 
and trust in your supervisor?”, “Is your work group’s work high in quality?”, and “Does
doing your job well lead to things like recognition and respect from those you work 
with?”25 Other employers create their own specialized surveys. For example, we’ll look at 
the FedEx Survey Feedback Action (SFA) program at the end of this chapter.

Develop Employee Recognition/Relations Programs
Opportunities for two-way communications, such as climate surveys, improve employee 
relations, but there are also other types of employee relations programs. Most notable 
here are the sorts of employee recognition and award programs we touched Chapters 10 
and 11, particularly formal company-wide programs such as employee-of-the-month 
awards. For example, one trade journal notes how one employer, the Murray Supply Co., 
held a special dinner for all its employees, at which it gave out special awards for things 
like safe driving, tenure with the company, branch employee of the year, and company-
wide employee of the year.26 As here, employers often distribute such awards with much
fanfare at special events such as awards dinners. One SHRM survey found that 76%
of organizations surveyed had such employee recognition programs, and another 5% 
planned to implement one within the next year.27

Instituting recognition and service award programs requires planning.28 For exam-
ple, instituting a service award program requires reviewing the tenure of existing employ-
ees and establishing meaningful award periods (one year, five years, etc.). It also requires
establishing a budget, selecting awards, having a procedure for monitoring what awards
to actually award, having a process for giving awards (such as special dinners or staff 
meetings), and periodically assessing program success. Similarly, instituting a recogni-
tion program requires developing criteria for recognition (such as customer service, cost 
savings, etc.), creating forms and procedures for submitting and reviewing nominations,
selecting meaningful recognition awards, and establishing a process for actually award-
ing the recognition awards.

Use Employee Involvement Programs
Employee relations also tend to improve when employees get involved with the company 
in positive ways, and so employee involvement is another useful employee relations strategy.t

Getting employees involved in discussing and solving organizational issues provides 
several benefits. Employees often know more about how to improve their work processes
than anyone; therefore asking them is often the simplest way to boost performance. Get-
ting them involved in addressing some issue will hopefully boost their sense of owner-
ship of the process. It may also signal to them that their opinions are valued, thereby 
contributing to better employee relations.

organizational climate
The perceptions a company’s
employees share about the firm’s
psychological environment, for 
instance in terms of things like 
concern for employees’ well-being, 
supervisory behavior, flexibility, 
appreciation, ethics, empowerment, 
political behaviors, and rewards.
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Employers use various means to encourage employee involvement. Some employers
organize focus groups. A focus group is comprised of a small sample of employees who 
are presented with a specific question or issue and who interactively express their opin-
ions and attitudes on that issue with the focus group’s assigned facilitator.

Social Media and HR
Some employers use social media such as the pinboard-style social photo sharing web-
site Pinterest to encourage involvement.29 The employer Red Door Interactive used a 
Pinterest-based project it called “San Diego Office Inspiration” to encourage employees 
to contribute interior design, architectural, and decor ideas for its new offices.30

Using Employee Involvement Teams

Employers also use various types of teams to gain employees’ involvement in addressing 
organizational issues. Suggestion teams are temporary teams whose members work on 
specific analytical assignments, such as how to cut costs or raise productivity. One em-
ployer, an airline, split employees such as baggage handlers and ground crew into sepa-
rate teams, linking team members via its website for brainstorming and voting on ideas.31

Some employers formalize this process by appointing semipermanent problem-solving 
teams. These teams identify and research work processes and develop solutions to work-
related problems.32 They usually consist of the supervisor and five to eight employees
from a common work area.33

A quality circle is a special type of formal problem-solving team, usually composed 
of 6 to 12 specially trained employees who meet weekly to solve problems affecting their 
work area.34 The team first gets training in problem-analysis techniques (including basic
statistics). Then it applies the problem-analysis process (problem identification, problem 
selection, problem analysis, solution recommendations, and solution review by top man-
agement) to solve problems in its work area.35

In many facilities, specially trained teams of self-managing employees do their jobs 
with little or no oversight from supervisory personnel. For many, such teams represent 
the pinnacle of employee involvement. A self-managing/self-directed work team is a
small (usually 8 to 10 members) group of carefully selected, trained, and empowered 
employees who basically run themselves with little or no outside supervision, usually for
the purpose of accomplishing a specific task or mission.36 The “specific task or mission”
might be an Acura dashboard installed or a fully processed insurance claim. In any case,
such teams have two distinguishing features. They are selected, trained, and empowered
to supervise and do virtually all of their own work; and their work results in a specific 
item or service.

For example, the GE aircraft engine plant in Durham, North Carolina, is a self-managing
team-based facility. The plant’s workers work in teams, all of which report to the factory man-
ager.37 In such teams, employees “train one another, formulate and track their own budgets,
make capital investment proposals as needed, handle quality control and inspection, develop
their own quantitative standards, improve every process and product, and create prototypes 
of possible new products.”38 As the vice president of another company said about organizing
his firm around teams, “People on the floor were talking about world markets, customer
needs, competitors’ products, making process improvements—all the things managers are 
supposed to think about.”39

Using Suggestion Systems

Most employers understand that employee suggestions can produce significant savings 
(and, through involvement and rewards, improved employee relations). For example,
one study several years ago of 47 companies concluded that the firms had saved more
than $624 million in one year from their suggestion programs; more than 250,000 sug-
gestions were submitted, of which employers adopted over 93,000 ideas.40 Furthermore, 
employees like these programs. In one recent survey, 54% of the 497 employees surveyed 
said they made more than 20 suggestions per year, while another 24% said they made 
between 10 and 20 suggestions per year.41 The accompanying HR in Practice feature 
provides an example.

suggestion teams
Temporary teams whose members 
work on specific analytical 
assignments, such as how to cut 
costs or raise productivity.

problem-solving teams
Teams that identify and research 
work processes and develop 
solutions to work-related problems.

quality circle
A special type of formal problem-
solving team, usually composed of 
6 to 12 specially trained employees 
who meet once a week to solve 
problems affecting their work area.

self-managing/self-directed 
work team
A small (usually 8 to 10 members) 
group of carefully selected, trained, 
and empowered employees who 
basically run themselves with little 
or no outside supervision, usually for 
the purpose of accomplishing 
a specific task or mission.
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THE ETHICAL ORGANIZATION
To paraphrase one writer, the most significant reason to have good employee relations is 
because it’s the right thing to do.45 Conversely, it’s hard to imagine an unethical organization 
with good employee relations.46 We’ll therefore look more closely at ethics in this section. 
Ethics are “the principles of conduct governing an individual or a group”—the principles
people use to decide what their conduct should be.47 Of course, not all conduct involves eth-
ics.48 For example, buying an iPad usually isn’t an ethical decision. Instead, ethical decisions 
are rooted in morality. Morality refers to society’s accepted standards of behavior. To be more 
precise, morality (and therefore ethical decisions) always involve the most fundamental
questions of what is right and wrong, such as stealing, murder, and how to treat other people.

Ethics and Employee Rights
It would be nice if society could always depend on employers to “do the right thing” in 
regards to their employees, but unfortunately they cannot. Societies therefore also insti-
tute laws. These lay out what employers can and cannot do; for instance, in terms of dis-
missals. In so doing, these laws also carve out explicit rights for employees. For example,
Title VII of The Civil Rights Act gives an employee the right to bring charges against an 
employer if he or she believes it discriminated against him or her due to race. Figure 12.2 
lists some legal areas under which workers have rights.

However, the law is a far-from-perfect guide to what is ethical, because something 
may be legal but not right, or right but not legal. Firing a 39-year-old employee with 
20 years’ tenure without reason or notice may be legal, but some would view it as
unethical, for instance. As someone once said, “Ethics means making decisions that 
represent what you stand for, not just what the laws are.”49

What Shapes Ethical Behavior at Work?
Why do people do bad things? It’s complicated. However one review of over 30 years of 
ethics research concluded that three factors combine to determine the ethical choices we 
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HR IN PRACTICE

The Cost-Effective Suggestion System42

A Lockheed Martin unit in Oswego, New York, developed what it called its “Cost-Effectiveness 
Plus” suggestion program to encourage and recognize employees for streamlining processes. 
With the Cost-Effectiveness Plus program, employees electronically submit their ideas. These
are then evaluated and approved by the local manager and the program’s coordinator (and 
by higher management when necessary). This particular program reportedly saves this
facility about $77,000 per implemented idea, or more than $100 million each year.

Today’s suggestion systems are more sophisticated than the “suggestion boxes” of 
years ago.43 The main improvements are in how the manager formalizes and communi-
cates the suggestion process. The head of one company that designs and installs sugges-
tion systems for employers lists the essential elements of an effective employee suggestion 
system as follows:44

• Senior staff support
• A simple, easy process for submitting suggestions
• A strong process for evaluating and implementing suggestions
• An effective program for publicizing and communicating the program
• A program focus on key organizational goals

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Based on this, write a one-page outline describing an employee 
suggestion system for a small department store.

LEARNING OBJECTIVE 3 
Explain what is meant by 
ethical behavior.

ethics
The study of standards of conduct 
and moral judgment; also the 
standards of right conduct.

http://www.mymanagementlab.com
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make.50 The authors titled their paper “Bad Apples, Bad Cases, and Bad Barrels.” This 
title highlighted their conclusion that when

“Bad apples” (people who are inclined to make unethical choices), must deal with

“Bad cases” (ethical situations that are ripe for unethical choices), while working in

“Bad barrels” (company environments that foster or condone unethical choices), . . .

then this brew combines to determine whether or not someone acts ethically.

Here’s a closer look at what they found.

The Person (What Makes Bad Apples?)
First, because people bring to their jobs their own ideas of what is morally right and 
wrong, each person must shoulder much of the credit (or blame) for his or her ethical
choices.

For example, researchers surveyed CEOs to study the CEOs’ intentions to engage
in two questionable practices: soliciting a competitor’s technological secrets, and mak-
ing illegal payments to foreign officials. The researchers concluded that the CEOs’ per-
sonal predispositions more strongly affected their decisions than did outside pressures
or characteristics of their firms.51 The most principled people, with the highest level of 
“cognitive moral development,” think through the implications of their decisions and ap-
ply ethical principles. How would you rate your own ethics? Figure 12.3 presents a short 
self-assessment survey (you’ll find typical survey takers’ answers on page 416).

Which Ethical Situations Make for Ethically Dangerous (Bad Cases) Situations?
But, it’s not just the person but the type of decision that’s important. For example, these 
researchers found that “smaller” ethical dilemmas prompt more bad choices. What de-
termines “small”? Basically, how much harm can befall victims of the choice, or the num-
ber of people potentially affected. People seemed more likely to “do the wrong thing” in 
“less serious” situations, in other words. That obviously doesn’t mean that some people
don’t do bad things when huge consequences are involved; it just means that people seem 
to cut more ethical corners when small things are involved.

What Are the “Bad Barrels”?—The Outside Factors That Mold Ethical Choices
Finally, the study concluded that some companies produce more poisonous social envi-
ronments (outside factors or “barrels”) than do others; these bad environments in turn 
trigger unethical choices.52 For example, companies that promoted an “everyone for
him- or herself ” culture were more likely to suffer from unethical choices. Those that 
encouraged employees to consider the well-being of everyone had more ethical choices.

Most importantly, a company whose managers put in place “a strong ethical culture 
that clearly communicates the range of acceptable and unacceptable behavior” was as-
sociated with fewer unethical decisions in the workplace.53

Given this, what follows are specific steps managers can take to create more ethical 
environments.
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FIGURE 12.2
Partial List of Legal Areas
under Which Workers 
Have Legal Rights
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• Leave of absence and vacation rights
• Injuries and illnesses rights
• Noncompete agreement rights
• Employees’ rights on employer policies
• Discipline rights
• Rights on personnel files
• Employee pension rights
• Employee benefits rights
• References rights
• Rights on criminal records

• Employee distress rights
• Defamation rights
• Employees’ rights on fraud
• Rights on assault and battery
• Employee negligence rights
• Rights on political activity
• Union/group activity rights
• Whistleblower rights
• Workers’ compensation rights
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FIGURE 12.3
The Wall Street Journal Workplace Ethics Quizl

Source: Ethics and Compliance Officer Association, Waltham, MA and The Ethical Leadership Group, Global Compliance’s Expert 
Advisors, Wilmette, IL. (printed in the Wall Street Journal, October 21, 1999: B1–B4). © 1999 by Ethics and Compliance Officer
Association. Reprinted by permission. All rights reserved.

1. Is it wrong to use company
e-mail for personal reasons?

2. Is it wrong to use office
equipment to help your
children or spouse do
schoolwork?

3. Is it wrong to play computer
 games on office equipment

during the workday?

4. Is it wrong to use office
equipment to do Internet
shopping?

5. Is it unethical to blame an
error you made on a
technological glitch?

6. Is it unethical to visit
pornographic Web sites
using office equipment?

Office TechnologTT y

13. Is it OK to take a $25 gift
certificate?

14. Can you accept a $75 prize
 won at a raffle at a

supplier’s conference?

15. Due to on-the-job pressure,
have you ever abused or
lied about sick days?

16. Due to on-the-job pressure,
have you ever taken credit
for someone else’s work or
idea?

Truth and Lies

Yes No

Yes No

Yes No

Yes No

Yes No

 7. What’s the value at which a
gift from a supplier or client
becomes troubling?

 8. Is a $50 gift to a boss
unacceptable?

 9. Is a $50 gift from the boss
unacceptable?

10. Of gifts from suppliers: Is it
OK to take a $200 pair of
football tickets?

11. Is it OK to take a $120 pair
of theater tickets?

12. Is it OK to take a $100
holiday food basket?

Gifts and Entertainment

$25 $50 $100

Yes No

Yes No

Yes No

Yes No

Yes No

Yes No

Yes No

Yes No

Yes No

Yes No

The spread of technology into the workshop has raised a variety of new ethical questions and many old ones still lingy ergg . Compare
your ansyy wss ers with those of other Americans surveyed,yy  on page 416.gg

Steps Managers Take to Create More Ethical Environments
Reduce Job-Related Pressures

If people did unethical things at work solely for personal gain, it perhaps would
be understandable (though inexcusable). The scary thing is that it’s often not per-
sonal interests but the pressures of the job. As one former executive said at his trial,
“I took these actions, knowing they were wrong, in a misguided attempt to pre-
serve the company to allow it to withstand what I believed were temporary financial 
difficulties.”54

One study illustrates this. It asked employees to list their reasons for taking un-
ethical actions at work.55 For most of these employees, “meeting schedule pressures,” 
“meeting overly aggressive financial or business objectives,” and “helping the company 
survive” were the three top causes. “Advancing my own career or financial interests” 
ranked about last.56 In any case, reducing such “outside” pressures helps head off ethi-
cal lapses.

“Walk the Talk”

It’s hard to resist even subtle pressure from one’s boss. So it’s not surprising that according
to one report, “the level of misconduct at work dropped dramatically when employees 
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said their supervisors exhibited ethical behavior.”57 Examples of how supervisors lead
subordinates astray ethically include:

• Tell staffers to do whatever is necessary to achieve results.

• Overload top performers to ensure that work gets done.

• Look the other way when wrongdoing occurs.

• Take credit for others’ work or shift blame.58

Some managers also urge employees to apply a quick “ethics test” to evaluate whether 
what they’re about to do fits the company’s code of conduct. For example, Raytheon Co. 
asks employees who face ethical dilemmas to ask:

Is the action legal?

Is it right?

Who will be affected?

Does it fit Raytheon’s values?

How will it “feel” afterward?

How will it look in the newspaper?

Will it reflect poorly on the company?59

Have Ethics Policies and Codes

Managers use ethics policies and codes to signal that their companies are serious about 
ethics. For example, IBM’s code of ethics says, in part:

Neither you nor any member of your family may, directly or through others, so-
licit or accept from anyone money, a gift, or any amenity that could influence or
could reasonably give the appearance of influencing IBM’s business relationship 
with that person or organization. If you or your family members receive a gift (in-
cluding money), even if the gift was unsolicited, you must notify your manager and 
take appropriate measures, which may include returning or disposing of what you 
received.60

Enforce the Rules

However, codifying the rules without enforcing them is futile. As one study of ethics 
concludes, managers’ statements can reduce unethical behavior on the part of em-
ployees, but knowing that behavior is actually being monitored and the rules enforced 
is what has the biggest impact.61 Ethics audits address topics like conflicts of interest, 
giving and receiving gifts, employee discrimination, and access to company informa-
tion.62 One study found that fraud controls such as hotlines, surprise audits, fraud 
training for employees, and mandatory vacations can each reduce internal theft by 
around 50%.63 More firms, such as Lockheed Martin Corp., also appoint chief ethics 
officers.64

Encourage Whistleblowers

Some companies encourage employees to use hotlines and other means to “blow the
whistle” on the company when they discover fraud. In complying with the Dodd-Frank 
Act, the SEC recently established a whistleblower reward for people who report unethi-
cal corporate behavior to it.65 It is also tracking possible incidents of retaliation against
whistleblowers.66

Foster the Right Culture67

Organizational culture is the “characteristic values, traditions, and behaviors a compa-
ny’s employees share.” A value is a basic belief about what is right or wrong, or about what 
you should or shouldn’t do. (“Honesty is the best policy” would be a value.) Managing
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organizational culture
The characteristic values, traditions, 
and behaviors a company’s
employees share.
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people and shaping their behavior depends on shaping the values they use as behavioral
guides. For example, if management really believes “honesty is the best policy,” the ac-
tions it takes should reflect this value. Managers therefore have to think through how to 
send the right signals to their employees—in other words, create the right culture. Doing 
so includes:

• Clarifying expectations. First, make clear what values you want subordinates to fol-
low. For example, the IBM ethics statement makes it clear the company takes ethics 
seriously.

• Using signs and symbols. Symbolism—what the manager actually does—ultimately 
does the most to create and sustain the company’s culture. As we said earlier, man-
agers need to “walk the talk.” They can’t say “don’t fudge the financials” and then do 
so themselves.

• Providing physical support. The physical signs of the manager’s values—the firm’s 
incentive plan, appraisal system, and disciplinary procedures, for instance—send 
strong signals regarding what employees should and should not do. For example, 
does the firm reward ethical behavior or penalize it?68

The accompanying HR Tools feature applies this to the small business.

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

Small Business Ethics

When people think of unethical corporate behavior, big companies come to mind, because 
they’re usually in the headlines. Yet studies show that small and midsize enterprises are
prone to the same unethical corporate behavior as big firms.

For example, one study of 20 small to midsize firms found that bribery, corrupt deal-
ings, payoffs to local gangsters, and a general tone of dishonesty were all “business as 
usual” at many of these firms.69 Some were clever about their corrupt dealings. When do-
ing business abroad, one U.S. business tried to keep its hands clean by forming a “strategic 
alliance” with a local firm. The latter then did the dirty work, for example, handling the 
local bribes, while the U.S. firm’s managers looked the other way.

There are several reasons why smaller firms have to be particularly alert to unethical be-
havior. Small firms don’t have the resources for ethics officers, ethics hotlines, or the ethics 
training that big firms have. Furthermore, having an unethical accountant in a billion-dollar 
firm embezzle $10 million is a nuisance. Having the sales manager of a $10 million firm
walk off with $1 million cash could be the end.

Small business owners can take several steps to establish a useful ethics program. First, 
size up your company’s current ethics-related activities.70 Even a self-audit based on guide-
lines like those in this chapter (the availability of an ethics code, ethics training, internal 
controls to monitor ethical behavior, and so on) can be worthwhile. Second, create a code 
of conduct (Googling “code of conduct” will reveal thousands of examples), and make it 
clear that you take it seriously. Third, train your people. Training needn’t be complicated. 
For example, one expert suggests having your managers develop scenarios, relevant to your 
business, illustrating which behaviors are ethical and which are not; then meet to discuss
these. Fourth, make it easier to solicit feedback from your employees, so that they can morek
easily provide you with suspicions of unethical behavior. (“Open door” polices and anony-
mous suggestion boxes are examples.) And, perhaps most importantly, walk the talk. In a 
small business, the owner or CEO is so visible that employees will take their ethical signals 
from him or her.
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 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Create a 50-word ethics code for a small business like the one that 
Enrique, from the chapter opener, works in in Brooklyn. Then, explain how the owner 
might use an ethics code to help avoid the situation with Enrique ever happening again.

Hire Right

As one writer says, “The simplest way to tune up an organization, ethically speaking, 
is to hire more ethical people.”71 Start by using recruitment materials that emphasize 
your firm’s commitment to ethics. (Figure 12.4 is an example.) Then use screening tools 
like honesty tests, background checks, and interview questions (such as “Have you ever 
observed someone stretching the rules at work? What did you do about it?”) to screen 
out those who may be problematical.72 Finally, treat job applicants fairly. “If prospective
employees perceive that the hiring process does not treat people fairly, they may assume
that ethical behavior is not important in the company.”73

Use Ethics Training

Ethics training is basically mandatory. Since 1991, federal sentencing guidelines have
prescribed reduced penalties for employers accused of misconduct who implement 
codes of conduct and ethics training.74 The Sarbanes-Oxley Act of 2002 makes ethics 
training even more important.

Ethics training usually involves showing employees how to recognize ethical dilem-
mas, how to apply codes of conduct to resolve problems, and how to use personnel ac-
tivities like disciplinary practices in ethical ways.75 The training should emphasize the
moral underpinnings of the ethical choice and the company’s deep commitment to in-
tegrity and ethics. Include participation by top managers in the program to emphasize

FIGURE 12.4
Using the Company 
Website to Emphasize 
Ethics

Source: Screenshot courtesy 
of Microsoft Corporation.

http://www.mymanagementlab.com
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that commitment.76 Online ethics training tools include Business Ethics for Managers
from SkillSoft (www.skillsoft.com).77

Some employers are switching from packaged ethics training to more company-
relevant customized programs. For example, Yahoo! had a vendor produce an animated 
package containing ethical scenarios set in Yahoo! company offices around the world.
The 45-minute program covers Yahoo!’s code of conduct as well as issues like the Foreign 
Corrupt Practices Act.78

Use Rewards and Discipline

Employees expect you to punish unethical conduct and to reward ethical conduct.79 The 
employer should discipline executives, not just underlings, who misbehave.80

Institute Employee Privacy Policies81

Most employees probably view invasions of their privacy by their employers as unethi-
cal. At work, employee privacy violations include intrusion (such as locker room and
e-mail surveillance), publication of private matters, disclosure of medical records, and
appropriation of an employee’s name or likeness for commercial purposes.82 In practice, 
background checks, monitoring off-duty conduct and lifestyle, drug testing, workplace
searches, and workplace monitoring trigger most privacy violations.83

Workplace privacy is a growing challenge due to the proliferation of online and 
“smart” devices, and Twitter-type tools.84 For example, a New Jersey court found one 
employer liable when one of its employees used his company computer at work to dis-
tribute child pornography.85 Another employer gave employees iPods to use, and found 
they were now clogging the firm’s servers with illegal music downloads.86 Security is a
problem: One “4-gigabyte MP3 player, such as the first generation of iPod Mini . . . can
take home a lot of corporate data,” said one employer (a process some graphically de-
scribe as “podslurping”).87

KNOW YOUR EMPLOYMENT LAW

Electronic Monitoring

What can the employer do to balance privacy concerns with its need to protect itself? There 
are two main restrictions on workplace monitoring: the Electronic Communications 
Privacy Act (ECPA), and common-law protections against invasion of privacy (protec-
tions that have evolved from court decisions, for instance, decisions against defaming 
employees by publicizing highly personal matters about them without their permission). 
The ECPA is a federal law intended to help restrict interception and monitoring of oral 
and wire communications. It contains two exceptions. The “business purpose exception” 
permits employers to monitor communications if they can show a legitimate business
reason for doing so. The second, “consent exception,” lets employers monitor communi-
cations if they have their employees’ consent to do so.88

Electronic eavesdropping is thus legal—up to a point. For example, federal law and 
most state laws allow employers to monitor employees’ phone calls in the ordinary course 
of business. However, they must stop listening when it becomes clear the conversation is 
personal. You can also intercept e-mail to protect the property rights of the e-mail pro-
vider. However, court cases suggest employers may have fewer rights to monitor e-mail 
than previously assumed.89

To be safe, employers issue e-mail and online service usage policies, which warn 
employees that those systems should be used for business only. Employers also have 
employees sign e-mail and telephone monitoring acknowledgment statements like that 
in Figure 12.5. Many employees probably assume that their communications using the 
corporate e-mail system are open to review, but that e-mails they send via the employer’s
system but using personal e-mail accounts such as Gmail aren’t. However, that’s not nec-
essarily true. An attorney should review the company’s e-mail policy, but, at a minimum, 
make it clear that employees should have no expectation of privacy in their e-mail and 
Internet usage.90 Also emphasize that all messages sent and received on the employer’s 
e-mail system are company property and not confidential.91
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Electronic Communications 
Privacy Act (ECPA)
The ECPA is a federal law 
intended to help restrict 
interception and monitoring 
of oral and wire communications.

http://www.skillsoft.com
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Videotaped workplace monitoring requires more caution. Continuous video surveil-
lance of employees in an office setting may not be a problem. But a Boston employer had
to pay over $200,000 to five workers it secretly videotaped in an employee locker room, 
after they sued.92 ■

In one survey 41% of employers with more than 20,000 employees had someone 
reading employee e-mails.93 Ninety-six percent block access to adult websites, 61% to 
game sites.94 Some check employees’ personal blogs or Facebook sites to see if they’re 
publicizing work-related matters.95 But such broad monitoring can be a dilemma for
employers, as the HR as a Profit Center feature illustrates.

FIGURE 12.5
Sample E-Mail Monitoring 
Acknowledgment 
Statement

Signature

Print Name Department

Date

I understand that XYZ Company periodically monitors any e-mail communications created, sent,
or retrieved using this company’s e-mail system. Therefore I understand that my e-mail 
communications may be read by individuals other than the intended recipient. I also understand 
that XYZ Company periodically monitors telephone communications, for example to improve 
customer service quality. 

LEARNING OBJECTIVE 4 
Explain what is meant by 
fair disciplinary practices.

HR AS A PROFIT CENTER

Monitoring and Profits

Monitoring today obviously goes far beyond listening in on phone lines. New York’s Bronx 
Lebanon Hospital uses biometric scanners to ensure that employees who clock in really are 
who they say they are.96 Iris scanning tends to be the most accurate authorization device.
Some organizations like the Federal Aviation Administration use it to control employees’ ac-
cess to its network information systems.97 Employers such as UPS use GPS units to monitor 
their truckers’ and street sweepers’ whereabouts—and therefore productivity.98

Such monitoring, as we said, raises privacy issues.99 The dilemma is that it can also boost 
profits. For example, employers routinely use software to monitor (usually secretly) what their 
employees are doing online. When one employer noticed that employees were piling up over-rr
time claims, they installed new software and discovered many employees were spending hours 
each day shopping online instead of working. To keep productivity up, the British grocery 
chain Tesco has some distribution center employees wear “Motorola arm-mounted terminals” 
(armbands) that keep track of how quickly employees are unloading and scanning goods.100

Physicians often say that “every medicine contains a little poison,” since anything, even 
aspirin, becomes dangerous if misused. For employers, the dilemma is to obtain the profit
advantages of monitoring, while minimizing the ethical and privacy issues that using it raises.

 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following questions. How would you feel if your employer told you to wear 
an armband monitor? Why? How would you react?

MANAGING EMPLOYEE DISCIPLINE
As we said earlier in this chapter, positive employee relations are best built on trust, and 
few personnel practices are more unethical or will undermine trust and employee rela-
tions more than will unfair, arbitrary disciplinary actions or processes. The purpose of 

http://www.mymanagementlab.com
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discipline is to encourage employees to adhere to rules and regulations. Discipline is 
necessary when an employee violates one of the rules.101

The Three Pillars of Fair Discipline
The manager builds a fair discipline process on three pillars: rules and regulations, a
system of progressive penalties, and an appeals process.102

Rules and Regulations

An acceptable disciplinary process begins with a set of clear disciplinary rules and regu-
lations. The rules should cover issues such as theft, destruction of company property, 
drinking on the job, and insubordination. Examples of rules include:

Poor performance is not acceptable. Each employee is expected to perform his or her 
work properly and efficiently and to meet established standards of quality.

Alcohol and drugs do not mix with work. The use of either during working
hours and reporting for work under the influence of either are both strictly 
prohibited.

The purpose of the rules is to inform employees ahead of time what is and is not accept-
able behavior. Tell employees, preferably in writing, what is not permitted. The employee 
orientation handbook should contain the rules and regulations.

Penalties

A system of progressive penalties is the second pillar of effective discipline. The severity 
of the penalty usually depends on the offense and the number of times it has occurred. 
For example, most companies issue warnings for the first unexcused lateness. However, 
for a fourth offense, discharge is the usual disciplinary action.

Appeals Process

Third, an appeals process should be part of the disciplinary process. The aim here is to 
ensure that supervisors mete out discipline fairly. FedEx’s guaranteed fair treatment mult -
tistep program illustrates this. We’ll look at it in a moment.

An appeals process is essential but is no panacea. The employer can some-
times mitigate the effects of unfair discipline by catching it during an appeal. How-
ever, some supervisory behavior may be impossible to overcome. For example, 
behaviors that attack the employee’s personal and/or social identity are difficult to 
remedy.103

More employers are using 
iris scanning to verify 
employee identity.
Source: Tlorna/Fotolia.
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Diversity Counts
Comparing Males and Females in a Discipline Situation

What several researchers sadly call the “Evil Woman Thesis” argues that when a woman 
doesn’t act the way other men and women expect she should act, they tend to treat her
more harshly than they might if a man acted unexpectedly.104

While such a thesis might seem ridiculous, the research seems to support it. In one 
study, 360 graduate and undergraduate business school students reviewed a labor arbi-
tration case. The case involved two employees, one male and one female, with similar 
work records and tenure with their employers. Both were discharged for violation of 
company rules related to alcohol and drugs. The case portrays one worker’s behavior as 
a more serious breach of company rules: The more culpable worker (a male in half the 
study and a female in the other half) had brought the intoxicant to work. The students 
had to express their agreement with two alternative approaches (tough or not-so-tough) 
to settling the dispute that arose after the discharge.

The researchers found bias against the female “employee” by both the male and fe-
male students. Both the male and female students recommended harsher treatment for 
the “culpable” female employee in the case than they did for the “culpable” man. As the 
researchers conclude, “women, as decision makers, appear to be as willing as men to 
impose harsher discipline on women than upon men.” The following presents guidelines.

Building Your Management Skills:
How to Discipline an Employee

Even if you’re a manager in a Fortune 500 company, you may find yourself without
company guidelines when you have to discipline an employee for violating company 
rules. An error could trigger a costly appeal, or even litigation. To help head off er-
rors, fair discipline guidelines would include:105

• Make sure the evidence supports the charge of employee wrongdoing. Arbitrators 
often cite “the employer’s evidence did not support the charge of employee wrong-
doing” when reinstating discharged employees.

• Make sure to protect the employees’ due process rights. Arbitrators normally reverse 
discharges and suspensions when the process that led to them is obviously unfair or
violates due process.106 For example, did the person have a chance to defend himself or 
herself?

• Adequately warn the employee of the disciplinary consequences of his or her alleged
misconduct. Have the employee sign a form as in Figure 12.6.

• The rule that allegedly was violated should be “reasonably related” to the efficient and
safe operation of the particular work environment.

• Fairly and adequately investigate the matter before administering discipline.
• The investigation should produce substantial evidence of misconduct.
• Apply applicable rules, orders, or penalties without discrimination.
• Maintain the employee’s right to counsel. For example, all union employees generally 

have the right to bring a representative to an interview that they reasonably believe 
might lead to disciplinary action.

• Don’t rob your subordinate of his or her dignity, for instance by disciplining the person 
in public.

• Listen to what the person has to say.
• Remember that the burden of proof is on you. In U.S. society, a person is considered 

innocent until proven guilty.
• Get the facts. Don’t base your decision on hearsay evidence or on your general 

impression.
• Don’t act while angry.
• Consider and adhere to your company’s disciplinary appeals process. Some firms also 

use ombudsmen, neutral counselors outside the chain of command to whom employ-
ees who believe they were treated unfairly can turn to for advice.107
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FIGURE 12.6
Report of Employee 
Discipline

Apex Telecommunications CorporTT ationrr
Report of Disciplinary Action and Warning

Employee’s Name
Employee’s Department
Date of Misconduct                                                TodaTT y’s Date

Description of Incident and misconduct (including witnesses, if any)

Witnesses to Incident

If the misconduct violated an Apex Co. policy or rule, state the policy or rule

Employee’s explanation for misconduct, if any

Disciplinary action taken, if any

The employee was warned today that if misconduct such as this reoccurs at any time during the next
weeks, he or she may be subject to the following disciplinary action

Supervisor’s signature Employee’s signature

Print name                                                                          Print name

Discipline without Punishment
Traditional discipline processes have two main drawbacks. First, no one likes being 
punished. Second, punishment tends to gain short-term compliance, but not long-term 
cooperation.

Discipline without punishment (or alternative or t nonpunitive discipline) aims
to avoid these drawbacks by reducing the punitive nature of the discipline. Steps 
include:108

1. Issue an oral reminder for a first infraction. 
2. Should another incident arise within six weeks, issue a formal written reminder, 

and place a copy in the employee’s personnel file. Also, hold a second private dis-
cussion with the employee.

3. Give a paid, one-day “decision-making leave.” If another incident occurs in
the next six weeks or so, tell the employee to take a one-day leave with pay, and
to consider whether he or she wants to abide by the company’s rules. When 
the employee returns to work, he or she meets with you and gives you a 
decision.

4. If no further incidents occur in the next year or so, purge the one-day paid 
suspension from the person’s file. If the behavior is repeated, the next step is 
dismissal.

The process would not apply to exceptional circumstances. Criminal behavior or 
in-plant fighting might be grounds for immediate dismissal, for instance.
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EMPLOYEE ENGAGEMENT GUIDE  
FOR MANAGERS
How Companies Become “Best Companies to Work For”
We began this chapter by noting that some companies are better to work for than are 
others, and we therefore focused on programs managers use to cultivate the positive em-
ployee relations that contribute to being a best place to work. This final section zeroes in 
on three companies that are known in part for actually being best places to work.

The “Best Companies to Work For”
Each year, several organizations publish “Best Companies to Work For” lists, the most 
notable of which is probably “Fortune Magazine’s 100 Best Companies to Work For®” 109

Based on an extensive multinational survey of employees by the Great Place to Work®
Institute (www.greatplacetowork.com), the survey seeks to identify the best companies 
to work for based on how the employees working in them actually feel about work-
ing there. The Great Place to Work® Institute defines a great workplace “as one where 
employees trust the people they work for, have pride in the work they do, and enjoy 
the people they work with.” 110 They say that the companies on their great companies 
list, “have the highest levels of trust, strongest evidence of employee engagement and 
demonstrate the best applied management practices and programs” as defined by the 
Institute’s proprietary models. The Institute says that from the employee’s perspective, a
great workplace is one where the employees trust the people they work for, have pride in 
what they do, and enjoy the people they work with.111 We’ll look at three recent “Fortune
Magazine’s 100 Best Companies to Work For®—SAS, Google, and FedEx.

SAS: Great Benefits, Trust, and Work-Life Balance
SAS is headquartered in Cary, North Carolina, and is a leader in providing business
analytics software and services to companies that include 90 of the top 100 companies 
on the Fortune global 500 list.112 Founded in the 1970s, the company is privately owned 
and has long been known for the quality of its benefits and for the support it provides 
for its employees’ work life balance. It has annual revenues of over $2.3 billion, and a 
worldwide workforce of over 13,000 people, about half of whom work at the company’s 
North Carolina campus.

When most people think about employee relations at SAS, the first thing that 
comes to mind is probably the company’s employee benefits programs, which are ex-
traordinary. They include three to four weeks per year company paid vacations, paid 
sick days, flexible work schedules, 11 paid holidays, competitive pay, company paid life 
insurance and accidental death and dismemberment insurance, retirement plans, re-
tiree health reimbursement arrangements, comprehensive medical, dental, and vision 
plans including on-site healthcare centers (at their Cary, and Austin, Texas, sites), an 
on-site recreation and fitness center, employee assistance programs, domestic partner 
benefits, family sick days and paid paternity leave, and subsidized on-site childcare 
centers in Cary (eligibility is based on seniority, and there is normally a waiting list for 
the childcare benefit).113

But, as impressive as these benefits are, they are in some respects just a symbol 
of SAS’s approach to employee relations. While many employers talk about “putting 
their employees first,” SAS has long put its money where its mouth is. For example, late 
in 2008, as the recession was gaining speed, most employers were battening down the 
hatches by cutting spending and laying off employees. In January 2009, SAS’s founder 
and CEO, Dr. Jim Goodnight, held a special global webcast to announce to his employ-
ees that none of SAS’s 13,000 worldwide employees would lose their jobs.114 They have 
reportedly never laid off a single employee.115 SAS goes to great lengths to foster its em-
ployees’ trust in other ways, for instance by giving them enormous freedom in the hours 
they work, and by having the Great Place to Work® Institute independently survey SAS 
workers on important characteristics of trust including open communication, respect, 
career paths, and being treated as a human being.116

LEARNING OBJECTIVE 5 
Answer the question, 
“How do companies 
become ‘Best Companies 
to Work For’?”

http://www.greatplacetowork.com
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What does all this do for SAS? As one long-term employee put it, “I just can’t imagine 
leaving SAS, and I felt that way for a very long time . . . if somebody offered to double 
my salary, I wouldn’t even think about it.”117 Employee turnover, about 20% in software
companies, is about 3% at SAS, which highlights another important facet of the SAS
benefits programs.118 One person who has studied SAS estimates that the lower turnover 
alone saves SAS $60–$80 million a year. As another example, letting employees visit on-
campus health professionals (as SAS does) can cut hours out of the average employee’s 
time away from work for doctors’ visits.119 And, of course, the effect on engagement, 
morale and productivity is probably priceless.

Google: Happiness and People Analytics
When Google founders Larry Page and Sergey Brin began building Google they wanted 
to make it a great place to work, and in doing so, they turned to SAS. They met with SAS 
executives and even sent a team there to better understand what made SAS consistently 
a “Best Company to Work For.”120

It’s therefore probably not surprising that Google is one of the few employers whose
employee benefits equal or exceed those at SAS. In addition to things like health care ben-
efits and flexible work hours (and the possibility of making millions on stock options), 
its benefits include on-site dry cleaners, bowling alleys, cafés, transportation to and from 
campus, and nap pods.121 As Google puts it, “It’s all about removing barriers so Googlers
can focus on the things they love, both inside and outside of work. We’re constantly 
searching for unique ways to improve the health and happiness of our Googlers.”122

Aside from the breadth and depth of its benefits, what sets Google apart is the scientific
way it goes about deciding how to “improve the health and happiness” of Google employ-
ees. At Google, in other words, maintaining positive employee relations is highly analytical
(one writer calls Google “The Happiness Machine.” 123 Google calls its human resource
department, “People Operations” (employees call it “POPS” for short), and has hired social 
scientists to create what they call the People & Innovation Lab, with a Google “people analyt-
ics team” that’s charged with finding out how to make Googlers happy.124 Google “monitors its 
employees well-being to a degree that can seem absurd to those who work outside [Google’s 
headquarters in] Mountain View [California].”125 The social scientists run little experiments, 
for instance to determine if successful middle managers have certain skills, and what’s the 
best way to remind people to contribute to their 401(k)s.126 In one case, when the analytics
team found that women staffers’ turnover was too high, they concluded that new moth-
ers were leaving at twice Google’s average departure rate.127 The study led to a redesigned
maternity leave plan that includes five months off at full pay and full benefits. The new 

plan cut female Googler turnover in half.128 To support its 
analytical approach, Google “solicits employee feedback 
on everything from how they prefer to be compensated, 
to the design of new bicycles used throughout the expan-
sive headquarters campus.”129 So, it’s little wonder why 
Googlers are happy.

FedEx: Guaranteed Fair Treatment
FedEx has been one of the “Fortune Magazine’s 100 Best
Companies to Work For®” for 12 of the past 15 years. 
Several things—excellent benefits, competitive salaries,
and (as we discussed in Chapter 5) a focus on promoting 
from within (as embodied by its Job Change Applicant 
Tracking System (JCATS)) help to explain this; however, 
it may be FedEx’s emphasis on building trust through
communications that most sets it apart.

Survey Feedback Action (SFA)

The FedEx survey feedback action (SFA) program 
is one example. SFA includes an anonymous survey 

The Institute found that FedEx is one company with 
a high level of trust, strong evidence of employee
engagement, and best applied management practices
and programs.
Source: Ramin Talaie/Corbis.
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that allows employees to express feelings about the company and their managers, 
and to some extent about service, pay, and benefits. Each manager then has an op-
portunity to use the results to help design a blueprint for improving workgroup 
commitment.130

SFA has three phases. First, the survey itself is a standard, anonymous question-
naire given each year to every employee. The questions are designed to gather informa-
tion about what helps and hinders employees in their work environment. Sample items
include: “I can tell my manager what I think”; “My manager tells me what was expected”; 
“My manager listens to my concerns”; “Upper management listens to ideas from my 
level”; “FedEx does a good job for our customers”; and, “I’m paid fairly for this kind 
of work.”

A workgroup’s survey results are compiled and sent to the manager. To ensure 
anonymity, the smaller units do not receive their own results. Instead their results are
combined with those of several other similar work units until a department head of 
20 or 25 people obtains the overall group results.

The second phase is a feedback session between the manager and his or her work-
group. The goal here is to identify specific concerns or problems, examine causes for
these problems, and devise action plans to correct the problems. Managers are trained to 
ask probing questions. For example, suppose the low-scoring survey item was, “I feel free 
to tell my manager what I think.” Managers are trained to ask their groups questions such 
as “What do I do that makes my employees feel that I’m not interested?”

The feedback meeting should lead to a third, “action plan” phase. The action plan it-
self is a list of actions that the manager will take to address employees concerns and boost
results. It includes four main items: What is the concern? What’s your analysis? What’s 
the cause? and What should be done?

The FedEx Guaranteed Fair Treatment Process

Many firms today (and virtually all unionized ones) give employees channels through
which to air grievances. A grievance procedure helps to ensure that every employee’s 
grievance is heard and treated fairly, and unionized firms do not hold a monopoly on 
such fair treatment. Even in non-unionized firms, formal grievance procedures can help 
ensure that labor-management peace prevails.

You can think of FedEx’s Guaranteed Fair Treatment Process (GFTP) as a sort of tur-
bocharged grievance process, since it goes beyond most grievance procedures in several 
ways, perhaps most notably in the fact that a GFTP appeal can go all the way to FedEx’s 
top executives. The net effect is twofold: complaints don’t get a chance to accumulate; 
and all managers think twice before acting unfairly, since their actions will likely come 
to their boss’s attention.131 GFTP is available to all permanent FedEx employees. It covers 
concerns regarding matters such as disputed performance reviews, disciplinary actions 
and terminations affecting the individual complainant, and promotions or job changes
for which employees feel they received inadequate consideration.132

Employees use Guaranteed Fair Treatment Process packets, available from the HR 
department, to file GFTP complaints. They include a fact sheet listing the complain-
ant’s name and work history; a GFTP tracking sheet to keep track of the complaint at 
each step; instructions and space from management’s rationale (for instance, in terms
of applicable policies and procedures); a write-up from the personnel department; and 
space for key documents (termination letters, and so on). There is also space for backup 
information including witness statements, medical statements, and training records. 
The employee must try to resolve the problem with his or her supervisor before filing a 
GFTP appeal.

STEPS GFTP contains three steps.133 In step one, management review, the complainant 
submits a written complaint to a member of management (manager, senior manager, or 
managing director) within seven calendar days of the occurrence of the eligible issue. 
Then the manager, senior manager, and managing director of the employee’s group
review all relevant information; hold a telephone conference and/or meeting with the 
complainant; make a decision to either uphold, modify, or overturn management action; 
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and communicate their decision in writing to the complainant and the department 
personnel represented.

If turned down in step one, then in step two, officer complaint, the complainant sub-
mits a written complaint to an officer (VP or senior vice president) of the division within 
seven calendar days of the step one decision. The vice president and senior vice presi-
dent review all relevant information; conduct additional investigations, when necessary;
make a decision to either uphold, overturn, or modify management action, or initiate 
a board of review; and communicate their decision in writing to the complainant with 
copies to the department’s personnel representative and the complainant’s management.

Finally, in step three, executive appeals review, the complainant submits a written 
complaint within seven calendar days of the step two decision to the employee relations 
department. This department investigates and prepares a GFTP case file for the appeals
board executive review. The appeals board—CEO Smith, the COO, the chief personnel 
officer, and senior vice presidents—then reviews all relevant information; makes a deci-
sion to either uphold, overturn, or initiate a board of review or to take other appropriate 
action; and generally does this within 14 calendar days of receipt of the complaint. Barring 
the formation of a separate board of review, the executive appeals board’s decision is final.

A five-member board of review (if any) is used when there is a question of fact rew -
garding the complaint. Two members are chosen by the complaining employee from a 
list of names submitted by the board chair. Three are selected by the board chair from a
list of names submitted by the employee. Board chairpersons are chosen from the ranks 
of management at the director level or above.

A “Best Company” Human Resource Philosophy
SAS, Google, and FedEx are different from each other, and from other companies, and 
so there’s no guarantee that what works for them will work for other firms. For example, 
SAS is privately owned. Its owners can therefore more easily absorb the short-term fluc-
tuations in profits that great benefits and no layoffs engender than can most other com-
panies. Google has grown fast through a series of smart strategic moves, and, when the 
economy turns down, its managers generally still have to focus more on retaining great
employees than on laying them off. FedEx, still a “Best Company to Work For,” has run 
into some labor relations problems recently, for instance litigation by drivers who don’t 
want to be independent contractors.

However, at a minimum, there are several things that any manager intent on build-
ing positive employee relations can learn from studying any of these three companies. 
For example, their managers work hard to cultivate trust and to ensure—for instance
by monitoring employees’ attitudes and by instituting open door and guaranteed fair 
treatment type grievance processes—that employees are treated fairly. And, in numerous 
ways, (such as in their recognition programs, involvement programs, ethical standards, 
and climate surveys and other two-way communications programs) they all exhibit a
deep and evident respect for their employees and to “putting employees first.”

But perhaps the single most important thing a manager can glean from these three 
companies is the human resource philosophy on which they built their human resource 
management practices. In Chapter 1, we said that people’s actions are always based in part 
on the basic assumptions they make, and that this is especially true in regard to human re-
source management. The basic assumptions you make about people—Can they be trusted?
Do they dislike work? Why do they act as they do? How should they be treated?—together 
comprise your philosophy of human resource management. And every personnel decision 
you make—the people you hire, the training you provide, your leadership style, and the 
like—reflects (for better or worse) this basic philosophy.

One of the things molding your own philosophy is that of your organization’s top 
management. While it may or may not be stated, it is usually communicated by their
actions and permeates every level and department. Google’s founders want their em-
ployees to be happy, and they’ve worked since Google’s founding to make sure that they 
are. FedEx founder and CEO Frederick Smith is famous for (among many other things)
his P-S-P mantra, namely that when you treat your People well they will provide great
Service and Profits will follow (a mantra, as we’ve seen in this book, that it put into
action through its Survey Feedback Action and Guaranteed Fair Treatment programs, 
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promotion from within policy, Job Change Applicant Tracking System (JCATS), lead-
ership evaluation process, extensive communications, and pay for performance pro-
grams).134 Similarly, the founder and CEO of SAS has said, “We’ve worked hard to create 
a corporate culture that is based on trust between our employees and the company . . . 
a culture that rewards innovation, encourages employees to try new things and yet 
doesn’t penalize them for taking chances, and a culture that cares about employees’ per-
sonal and professional growth.”135 Such HR philosophies may well be the “magic sauce” 
that explains why great companies to work for are great.

Review

SUMMARY

1. Employee relations is the activity that involves 
establishing and maintaining the positive employee–
employer relationships that contribute to satisfactory 
productivity, motivation, morale, and discipline, and 
to maintaining a positive, productive, and cohesive 
work environment.

2. Managers, and HR management, can take steps to 
build positive employee relations. Unfair treatment 
reduces morale, increases stress, and has nega-
tive effects on employees and should be weeded
out. Managers also use communications programs, 
recognition programs, and employee involvement 
programs to build positive employee relations.

3. Ethics refers to the principles of conduct governing
an individual or a group, and specifically to the stan-
dards you use to decide what your conduct should
be. Numerous factors shape ethical behavior at work. 
These include individual factors, organizational fac-
tors, the boss’s influence, ethics policies and codes,
and the organization’s culture. HR management can 
influence ethics and fair treatment at work in numer-
ous ways. Having a fair and open selection process,
establishing special ethics training programs, and re-
warding (or disciplining) ethical (or unethical) work-
related behavior are some examples.

4. The basic aim of discipline without punishment is to 
gain an employee’s acceptance of the rules by reduc-
ing the punitive nature of the discipline itself. A fair 
and just discipline process is based on three prereq-
uisites: rules and regulations, a system of progressive 
penalties, and an appeals process. A number of dis-
cipline guidelines are important, including that dis-
cipline should be in line with the way management
usually responds to similar incidents, that manage-
ment must adequately investigate the matter before 
administering discipline, and that managers should 
not rob a subordinate of his or her dignity.

5. There are several things that any manager intent on 
building positive employee relations can draw from
studying “Best Companies to Work For” such as SAS, 
Google, and FedEx. Their managers work relent-
lessly to cultivate trust and to ensure that employees 
are treated fairly. In numerous ways they all exhibit
a deep and evident respect for their employees and
to “putting employees first.” The human resource
philosophy on which they seem to have built their 
human resource management practices emphasizes
trust, respect, and caring about their employees’ per-
sonal and professional growth.

KEY TERMS

employee relations 391
fair treatment 392
procedural justice 392

distributive justice 392
social responsibility 393
organizational climate 395

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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suggestion teams 396
problem-solving teams 396
quality circle 396
self-managing/self-directed work team 396

ethics 397
organizational culture 400
Electronic Communications Privacy Act (ECPA) 403

 Try It
How would you go about applying the concepts and skills you learned 
in this chapter? If your professor has chosen to assign this, go to 
www.mymanagementlab.com and complete the Management & Ethics 
simulation to find out.

DISCUSSION QUESTIONS

12-1. Discuss important factors that shape ethical 
behavior at work.

12-2. Discuss at least four specific ways in which HR 
management can influence ethical behavior at 
work.

12-3. Give examples of four fair disciplinary practices.
12-4. Describe the similarities and differences 

between a program such as FedEx’s guaranteed 
fair treatment program and your college or 
university’s student grievance process.

12-5. Explain how you would ensure fairness in
disciplining, discussing particularly the 
prerequisites to disciplining, disciplining 

guidelines, and the discipline without
punishment approach.

12-6. What techniques would you use as alternatives to 
traditional discipline? What do such alternatives 
have to do with “organizational justice”? Why do
you think alternatives like these are important, 
given industry’s current need for highly 
committed employees?

12-7. Discuss at least four specific HR tools managers 
use to influence ethical behavior at work.

12-8. Define employee relations and discuss at least
four methods for managing it.

INDIVIDUAL AND GROUP ACTIVITIES

12-9. Working individually or in groups, interview 
managers or administrators at your employer 
or college in order to determine the extent to 
which the employer or college endeavors to build
two-way communication, and the specific types 
of programs used. Do the managers think they 
are effective? What do the employees (or faculty 
members) think of the programs in use at the 
employer or college?

12-10. Working individually or in groups, obtain
copies of the student handbook for your local 
college and determine to what extent there is a 
formal process through which students can air 
grievances. Based on your contacts with students 
and others, has it been an effective grievance 
process? Why or why not?

12-11. Working individually or in groups, determine
the nature of the academic discipline process in 
your college. Do you think it is effective? Based
on what you read in this chapter, would you 
recommend any modifications?

12-12. What techniques would you use as alternatives to 
traditional discipline? What do such alternatives 
have to do with “organizational justice”? Why do
you think alternatives like these are important, 
given industry’s current need for highly 
committed employees?

12-13. Choose two companies, one (such as software 
firm SAS) that you believe is known for 
outstanding employee relations, and one 
that is known for less harmonious employee
relations. Using any sources available, write a 
two-page report laying out the factors that you
think explain the differences between the two 
companies’ approaches to employee relations.

12-14. The PHR and SPHR Knowledge Base Appendix 
(pages 515–523) lists the knowledge someone 
studying for the HRCI certification exam
needs to have in each area of human resource
management (such as in Strategic Management, 
Workforce Planning, and Human Resource
Development). In groups of four to five students,
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do four things: (1) review that appendix now; 
(2) identify the material in this chapter that 
relates to the required knowledge the appendix 
lists; (3) write four multiple-choice exam
questions on this material that you believe would 

be suitable for inclusion in the HRCI exam; and
(4) if time permits, have someone from your
team post your team’s questions in front of the 
class, so the students in other teams can take 
each other’s exam questions.

MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

12-15. Explain what is meant by ethical behavior.

12-16. What is employee relations? Why is it important and what would you do to

improve the employee relations in a company where relations were bad?

actually have been making so many bad ethical decisions 
without other managers (and the board of directors) noticing. 
The explanations ranged from a “deliberate concealment of 
information by officers” to more psychological explanations
such as employees not wanting to contradict their bosses, and 
the “surprising role of irrationality in decision making.”137

But perhaps the most persuasive explanation of how an 
apparently ethical company could go so wrong concerns or-
ganizational culture. Basically, the reasoning here is that it’s
not the rules but what employees feel they should do that de-
termines ethical behavior. For example (speaking in general,
not specifically about Enron), the executive director of the
Ethics Officer Association put it this way:

[W]e’re a legalistic society, and we’ve created a lot of laws. 
We assume that if you just knew what those laws meant 
that you would behave properly. Well, guess what? You 
can’t write enough laws to tell us what to do at all times 
every day of the week in every part of the world. We’ve
got to develop the critical thinking and critical reason-
ing skills of our people because most of the ethical issues 
that we deal with are in the ethical gray areas. Virtually 
every regulatory body in the last year has come out with 
language that has said in addition to law compliance,
businesses are also going to be accountable to ethics
standards and a corporate culture that embraces them.138

How can one tell or measure when a company has an
“ethical culture”? Key attributes of a healthy ethical culture
include:

• Employees feel a sense of responsibility and account-
ability for their actions and for the actions of others.139

• Employees freely raise issues and concerns without fear
of retaliation.

For many people, Enron Corp. still ranks as one of history’s
classic examples of ethics run amok. Even 10 years after the 
fact, courts (including the U.S. Supreme Court) were debating 
the fates of one of Enron’s top executives. During the 1990s
and early 2000s, Enron was in the business of wholesaling 
natural gas and electricity. Rather than actually owning the 
gas or electric, Enron made its money as the intermediary 
(wholesaler) between suppliers and customers. Without get-
ting into all the details, the nature of Enron’s business and the 
fact that Enron didn’t actually own the assets meant that its 
accounting procedures were unusual. For example, the profit
statements and balance sheets listing the firm’s assets and li-
abilities were unusually difficult to understand.

As most people know by now, it turned out that the lack 
of accounting transparency enabled the company’s manag-
ers to make Enron’s financial performance look much bet-
ter than it actually was. Outside experts began questioning
Enron’s financial statements in 2001. In fairly short order, 
Enron’s house of cards collapsed and several of its top ex-
ecutives were convicted of things like manipulating Enron’s 
reported assets and profitability. Many investors (including
former Enron employees) lost all or most of their invest-
ments in Enron.

It’s probably always easier to understand ethical break-
downs like this in retrospect, rather than to predict they are 
going to happen. However, in Enron’s case the breakdown is
perhaps more perplexing than usual. As one writer said,

Enron had all the elements usually found in comprehen-
sive ethics and compliance programs: a code of ethics,
a reporting system, as well as a training video on vision
and values led by [the company’s top executives].136

Experts subsequently put forth many explanations for 
how a company that was apparently so ethical on its face could 

APPLICATION EXERCISES
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Enron, Ethics, and Organizational Culture
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• Managers model the behaviors they demand of others.
• Managers communicate the importance of integrity 

when making difficult decisions.

Questions
12-17. Based on what you read in this chapter, summarize

in one page or less how you would explain Enron’s 
ethical meltdown.

12-18. It is said that when one securities analyst tried to
confront Enron’s CEO about the firm’s unusual 
accounting statements, the CEO publicly used

vulgar language to describe the analyst, and that
Enron employees subsequently thought doing so 
was humorous. If true, what does that say about
Enron’s ethical culture?

12-19. This case and this chapter both had something to
say about how organizational culture influences
ethical behavior. What role do you think culture 
played at Enron? Give five specific examples of 
things Enron’s CEO could have done to create a
healthy ethical culture.

Guaranteeing Fair Treatment

Being in the laundry and cleaning business, the Carters have
always felt strongly about not allowing employees to smoke, 
eat, or drink in their stores. Jennifer was therefore surprised 
to walk into a store and find two employees eating lunch at 
the front counter. There was a large pizza in its box, and the
two of them were sipping colas and eating slices of pizza and
submarine sandwiches off paper plates. Not only did it look 
messy, but there were also grease and soda spills on the coun-
ter and the store smelled from onions and pepperoni, even
with the four-foot-wide exhaust fan pulling air out through 
the roof. In addition to being a turnoff to customers, the mess 
on the counter increased the possibility that a customer’s or-
der might actually become soiled in the store.

While this was a serious matter, neither Jennifer nor 
her father felt that what the counter people were doing was 

grounds for immediate dismissal, partly because the store 
manager had apparently condoned their actions. The prob-
lem was, they didn’t know what to do. It seemed to them that 
the matter called for more than just a warning but less than 
dismissal.

Questions
12-20. What would you do if you were Jennifer, and why?
12-21. Should a disciplinary system be established at

Carter Cleaning?
12-22. If so, what should it cover, and how would you

suggest it deal with a situation such as the one with
the errant counter people?

12-23. How would you deal with the store manager?

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company

EXPERIENTIAL EXERCISE
The Discipline Dilemma

Purpose: The purpose of this exercise is to provide
you with some experience in analyzing and handling 
employee relations and disciplinary situations.

Required Understanding: Students should be thor-
oughly familiar with the information provided in the 
following paragraph, and with our discussions in this 
chapter.

You are a mid-level manager working for the U.S.
federal government. One of your subordinates has a 
long record of being difficult to deal with. In the most 
recent incident, after being warned on several occasions
not to come in late, he again showed up 15 minutes 
late. You want to discipline this person. However, after 
reviewing the information on adverse actions and on

related matters at www.opm.gov/er/ it’s not clear to you 
whether you can discipline this person.

How to Set Up the Exercise/Instructions: Divide the
class into groups of four or five students. Each group
should answer the following questions:

12-24. Based on what the site says about adverse actions
and performance-based actions, are you in a strong 
position to discipline or dismiss this employee 
or not?

12-25. What appeals processes are open to this person?
12-26. What employee relations-building techniques we 

discussed in this chapter does the OPM use,
according to its website?
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Quiz is on page 399.

1. 34% said personal e-mail on company computers
is wrong.

2. 37% said using office equipment for schoolwork 
is wrong.

3. 49% said playing computer games at work is wrong.
4. 54% said Internet shopping at work is wrong.
5. 61% said it’s unethical to blame your error on

technology.
6. 87% said it’s unethical to visit pornographic sites 

at work.
7. 33% said $25 is the amount at which a gift from a 

supplier or client becomes troubling, while 33% said
$50, and 33% said $100.

8. 35% said a $50 gift to the boss is unacceptable.
9. 12% said a $50 gift from the boss is unacceptable.

10. 70% said it’s unacceptable to take the $200 football 
tickets.

11. 70% said it’s unacceptable to take the $120 theater 
tickets.

12. 35% said it’s unacceptable to take the $100 food 
basket.

13. 45% said it’s unacceptable to take the $25 gift 
certificate.

14. 40% said it’s unacceptable to take the $75 raffle prize.
15. 11% reported they lie about sick days.
16. 4% reported they take credit for the work or ideas 

of others.

ETHICS QUIZ ANSWERS

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

ENDNOTES
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still blue-collar workers, but many are professionals, athletes, and even fashion models.2

In some industries—including transportation and public utilities, where more than 26%
of employees are union members—it’s still hard to get a job without joining a union.3

Most union members are in the public sector; over 40% of America’s 20 million federal, 
state, and municipal public employees belong to unions.4 Union membership also ranges
widely by state, from over 20% in New York to about 4% in North Carolina. Seven big 
unions recently formed their own federation, with the aim of aggressively organizing
workers (more on this below). So, unions are still a force in America.

Furthermore, don’t assume that unions are always bad for employers. For example,
perhaps by professionalizing the staff and systematizing company practices, unionization 
may actually improve performance. In one study, heart attack mortality among patients
in hospitals with unionized registered nurses were 5% to 9% lower than in nonunion
hospitals.5

Support for unions has always ebbed and flowed in America, and today pressures are 
building against unions. For example, critical budget problems in Wisconsin and New 
Jersey prompted them to reduce public employees’ numbers, pensions, and pay.

We’ll look at unions and dealing with them in this chapter.

Why Do Workers Organize?
Experts have spent much time trying to figure out why workers unionize, but there’s no 
simple answer. Money certainly enters into it. For example, recent median weekly wages 
for union workers was $943, versus $742 for nonunion workers.6 Union workers also 
generally receive more holidays, sick leave, unpaid leave, insurance plan benefits, long-
term disability benefits, and other benefits. Unions also somewhat lessened the impact 
of downsizings and wage cuts on workers in many industries.7

But it’s not just money. The urge to unionize often seems to boil down to the belief 
on the part of workers that is only through unity that they can get their fair share of the 
“pie” and also protect themselves from the arbitrary whims of management. The bot-
tom line is that low morale, fear of job loss, and poor communication (in other words, 
poor employee relations) also foster unionization. One labor relations lawyer put it this 
way, “The one major thing unions offer is making you a ‘for cause’ instead of an ‘at will’ 
employee, which guarantees a hearing and arbitration if you’re fired.”8 For example, a 
butcher hired by Walmart said his new supervisor told him he might be able to move up 
to supervisor. The butcher started work, and bought a car to commute, partly because 
he hoped to be promoted. But after he hurt his back at work his supervisor never men-
tioned the promotion again. Feeling cheated, the butcher asked the Grocery Workers 
Union to send an organizer. The store’s meat cutters voted to unionize. Walmart soon 
announced it would switch to prepackaged meats, and that its stores no longer required 
butchers.9

INTRODUCTION

Melinda wasn’t sure what to do. As the office
manager for Avril Electronics, she thought 
that everyone in the office really liked working 
there. So when Jim came up to her and said he 
wanted to start a union at Avril, her first reaction 
was to tell him he’d better not. “I don’t know, 
Jim. We’re like a family here, and we don’t need 
or want anyone working here who isn’t happy.”

THE LABOR MOVEMENT
Today about 14 million U.S. workers belong to 
unions—around 11.3% of the total number of 
men and women working in America.1 Many are

LEARNING OBJECTIVE 1 
Briefly describe the U.S. 
labor movement.

Source: Wavebreakmedia/Shutterstock.
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EMPLOYEE ENGAGEMENT GUIDE FOR 
MANAGERS: EMPLOYEE ENGAGEMENT  
AND UNIONIZATION
Why else do workers unionize? One might reasonably assume that because engaged 
employees are more supportive of their companies, they’re also less likely to support 
unionization, and in fact this seems to be the case.

Modern Survey conducted a survey that measured items such as employees’ intery -
est in being represented by a union, confidence in company, confidence in senior man-
agement, and employee engagement. Modern Survey concluded that 50% of employeesy
who would vote “yes” to unionization are disengaged, and only 20% of those who would 
vote “no union” are disengaged. It concludes that “paying attention to employee engage-
ment levels within your organization helps to foster positive relationships between em-
ployees and management and decreases the likelihood of a workforce seeking union 
representation.”10

The Gallup organization conducted a second survey that complements Modern Sur-
vey’s conclusions. For example, among the over 500 organizations in which Gallup ob-
tains employee engagement data:11

• 45% of nonunion employees were engaged, compared to 38% of union employees;

• 22% of nonunion workgroups were in the top quartile of employee engagement, 
compared to 17% of union workgroups;

• 26% of nonunion workgroups compared to 34% of union workgroups were in the 
bottom quartile of Gallup’s global employee engagement database.

Findings like these don’t necessarily prove that engaged employees are less likely to sup-
port a unionization effort in their companies, or that unionized employees are less engaged. 
The findings are correlational, so they only “prove” that employee engagement and union-
ization vary together. It could be that the same management policies (such as guaranteed
fair treatment systems and extraordinary employee benefits) “cause” both employee engage-
ment and non-unionization. But on the whole the findings do suggest, at the least, that the 
same sorts of steps (such as good benefits, building trust, and guaranteeing fair treatment) 
that improve employee engagement may also reduce the likelihood of being unionized. ■

What Do Unions Want?
We can generalize by saying that unions have two sets of aims, one for union security 
and one for improved wages, hours, working conditions, and benefits for their members.

Union Security

First and probably foremost, unions seek to establish security for themselves. They fight 
hard for the right to represent a firm’s workers and to be the exclusive bargaining agent 
for all employees in the unit. (As such, they negotiate contracts for all employees, in-
cluding those who are not members of the union.) Five types of union security are
possible:

1. Closed shop.12 The company can hire only current union members. Congress
outlawed closed shops in interstate commerce in 1947, but they still exist in some 
states for particular industries (such as printing). They account for less than 5% of 
union contracts.

2. Union shop. The company can hire nonunion people, but they must join the union
after a prescribed period and pay dues. (If not, they can be fired.) This category 
accounts for about 73% of union contracts. Unions and employers also tend to
negotiate versions of the union shop—for instance, letting older workers quit the 
union when the contract ends.

3. Agency shop. Employees who do not belong to the union still must pay the union 
an amount equal to union dues (on the assumption that the union’s efforts benefit 
all the workers).l

LEARNING OBJECTIVE 2 
Explain how employee 
engagement may affect 
unionization.
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closed shop
A form of union security in which the 
company can hire only union mem-
bers. This was outlawed in 1947 for 
interstate commerce, but still exists in 
some industries (such as printing).

union shop
A form of union security in which the 
company can hire nonunion people 
but they must join the union after 
a prescribed period of time and pay 
dues. (If they do not, they can be fired.)

agency shop
A form of union security in which 
employees who do not belong to 
the union must still pay union dues 
on the assumption that union efforts 
benefit all workers.
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4. Preferential shop. Union members get preference in hiring, but the employer can
still hire nonunion members.

5. Maintenance of membership arrangement. Employees do not have to belong to
the union. However, union members employed by the firm must maintain mem-
bership in the union for the contract period. These account for about 4% of union 
agreements.

Not all states give unions the right to require union membership as a condition of 
employment. Right to work “is a term used to describe state statutory or constitutionalk
provisions banning the requirement of union membership as a condition of employ-
ment.”13 Section 14(b) of the Taft-Hartley Act (an early labor relations act that we’ll 
discuss later) permits states to forbid the negotiation of compulsory union membership 
provisions, not just for firms engaged in interstate commerce but also for those in intra-
state commerce. Right-to-work laws don’t outlaw unions. They do outlaw (within those 
states) any form of union security. This understandably inhibits union formation in 
those states. Recently, there were 23 right-to-work states.14 After Oklahoma became the
22nd state to pass right-to-work legislation Oklahoma’s union membership dropped
dramatically in the next three years.15 Right to work adversely affects union member-
ship levels.16

Improved Wages, Hours, Working Conditions, and Benefits for Members

Once their security is ensured, unions fight to better the lot of their members—to im-
prove their wages, hours, and working conditions, for example. The typical labor agree-
ment also gives the union a role in other HR activities, including recruiting, selecting, 
compensating, promoting, training, and discharging employees.

The AFL-CIO and the SEIU
The American Federation of Labor and Congress of Industrial Organizations (AFL-
CIO) is a voluntary federation of about 56 national and international labor unions in the 
United States. The separate AFL and CIO merged in 1955. For many people in the United 
States, the AFL-CIO is still synonymous with the word union.

There are three layers in the structure of the AFL-CIO and most other U.S. unions.
The worker joins the local union, to which he or she pays dues. The local is in turn a 
single chapter in the national union. For example, if you were a teacher in Detroit, you 
would belong to the local union there, which is one of hundreds of local chapters of the
American Federation of Teachers, their national union (most unions actually call them-
selves international unions). The third layer in the structure is the national federation, in
this case, the AFL-CIO.

Union federation membership is in flux. The Service Employees International 
Union (SEIU) is a fast-growing federation of more than 2.2 million members. It in-
cludes the largest health care union, with more than 1.1 million members, including 
registered nurses (RNs), licensed practical nurses (LPNs), and doctors. It also includes 
the second largest public employees union, with more than 1 million local and state 
government workers.17 Several years ago, six big unions, including SEIU and the Inter-
national Brotherhood of Teamsters, left the AFL-CIO and established their own federa-
tion, called the Change to Win Coalition. Together, the departing unions represented 
over one-quarter of the AFL-CIO’s membership and budget. Change to Win plans
to be more aggressive about organizing workers than they say the AFL-CIO was.18

(The UNITE HERE union then left Change to Win, possibly slowing Change to Win’s
momentum.)

Some people think of the federation (such as the AFL-CIO or SEIU) as the most 
important part of the labor movement, but it is not. Thus, the president of the teachers’ 
union wields more power in that capacity than in his capacity as a vice president of the
AFL-CIO. Yet as a practical matter, the presidents of the AFL-CIO or SEIU do have con-
siderable political influence.

preferential shop
Union members get preference in 
hiring, but the employer can still hire 
nonunion members.

maintenance of membership 
arrangement
Employees do not have to belong to 
the union. However, union members 
employed by the firm must maintain 
membership in the union for the 
contract period.

right to work
The public policy in a number of 
states that prohibits union security 
of any kind.
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UNIONS AND THE LAW
Until about 1930, there were no special labor laws. Employers didn’t have to engage in 
collective bargaining with employees and were virtually unrestrained in their behav-
ior toward unions. “Yellow dog” contracts, whereby management could require non-
union membership as a condition for employment, were widely enforced. Most union 
weapons—even strikes—were illegal.

This one-sided situation lasted in the United States from the Revolution to the Great 
Depression (around 1930). Since then, in response to changing public attitudes, values, 
and economic conditions, labor law has gone through three clear changes: from “strong 
encouragement” of unions, to “modified encouragement coupled with regulation,” to 
“detailed regulation of internal union affairs.”19

Period of Strong Encouragement: The Norris-LaGuardia Act (1932)  
and the National Labor Relations Act (1935)
The Norris-LaGuardia Act set the stage for an era in which government encouraged 
union activity. The act guaranteed to each employee the right to bargain collectively “free 
from interference, restraint, or coercion.” It declared yellow dog contracts unenforceable.
It limited the courts’ abilities to issue injunctions for activities such as peaceful picketing
and payment of strike benefits.20

Yet this act did little to restrain employers from fighting labor organizations. There-
fore, the National Labor Relations (or Wagner) Act was passed in 1935 to add teeth to 
the Norris-LaGuardia Act. It did this by banning certain unfair labor practices, provid-
ing for secret-ballot elections and majority rule for determining whether a firm’s em-
ployees were to unionize, and creating the National Labor Relations Board (NLRB) for
enforcing these two provisions.

In addition to activities like overseeing union elections, the NLRB periodically issues 
interpretive rulings. For example, about 6 million employees fall under the “contingent” 
or “alternative” employee umbrella today. The NLRB therefore ruled that temporary em-
ployees could join the unions of permanent employees in the companies where their 
employment agencies assign them to work.21

Unfair Employer Labor Practices

The Wagner Act deemed as “statutory wrongs” (but not crimes) five unfair labor prac-
tices used by employers:

1. It is unfair for employers to “interfere with, restrain, or coerce employees” in exer-
cising their legally sanctioned right of self-organization.

2. It is an unfair practice for company representatives to dominate or interfere with 
either the formation or the administration of labor unions. Among other manage-
ment actions found to be unfair under practices 1 and 2 are bribing employees,
using company spy systems, moving a business to avoid unionization, and black-
listing union sympathizers.

3. Employers are prohibited from discriminating in any way against employees for
their legal union activities.

4. Employers are forbidden to discharge or discriminate against employees simply 
because the latter file unfair practice charges against the company.

5. Finally, it is an unfair labor practice for employers to refuse to bargain collectively 
with their employees’ duly chosen representatives.22

An unfair labor practice charge may be filed (see Figure 13.1) with the NLRB. The board
then investigates the charge. Possible actions include dismissal of the complaint, request for 
an injunction against the employer, and an order that the employer cease and desist.

From 1935 To 1947

Union membership increased quickly after passage of the Wagner Act in 1935. Other 
factors such as an improving economy and aggressive union leadership contributed to

LEARNING OBJECTIVE 3 
Discuss the nature of 
the major federal labor 
relations laws.
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Norris-LaGuardia Act
This law marked the beginning of 
the era of strong encouragement 
of unions and guaranteed to each 
employee the right to bargain col-
lectively “free from interference, 
restraint, or coercion.”

Wagner Act
A law that banned certain types of 
unfair labor practices and provided 
for secret-ballot elections and ma-
jority rule for determining whether 
or not a firm’s employees want to 
unionize.

National Labor Relations 
Board (NLRB)
The agency created by the Wag-
ner Act to investigate unfair labor 
practice charges and to provide for 
secret-ballot elections and majority 
rule in determining whether or not a 
firm’s employees want a union.
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this as well. But by the mid-1940s, the tide was turning. Largely because of a series of 
massive postwar strikes, public policy began to shift against what many viewed as the 
union excesses of the times.

Period of Modified Encouragement Coupled with Regulation:  
The Taft-Hartley Act (1947)
The Taft-Hartley Act (or Labor Management Relations Act) reflected the public’s 
less enthusiastic attitudes toward unions. It amended the Wagner Act with provisions 
aimed at limiting unions in four ways: by prohibiting unfair union labor practices, 

Taft-Hartley Act
A law prohibiting union unfair labor 
practices and enumerating the rights 
of employees as union members. 
It also enumerates the rights of 
employers.

FIGURE 13.1
NLRB Form 501: Filing an 
Unfair Labor Practice

Source: National Labor Relations 
Board, http://www.nlrb.gov/.

CHARGE AGAINST EMPLOYER

UNITED STATES OF AMERICAAA
NATIONAL LABOR RELAAA TIONS BOARDAA

INSTRUCTIONS: File an original and 4 copies of
this charge with NLRB Regional Director for the
region in which the alleged unfair labor practice
occurred or is occurring.

a. NAME OF EMPLOYER

c. ADDRESS OF ESTABLISHMENT TT (street and number,
   city,tt  State, and ZIP code)

(list subsections)

f. TYPE OF ESTABLISHMENT TT (factory,r  mine, wholesaler,rr
   etc.)

b. NUMBER OF WORKERS EMPLOYED

d. EMPLOYER REPRESEN-
    TATIVE TO CONTACTTT

e. PHONE NO.

g. IDENTIFY PRINCIPAL PRODUCT OR SERVICE

h. THE ABOVE-NAMED EMPLOYER HAS ENGAGED IN AND IS ENGAGING IN UNFAIR LABOR PRACTICES WITHIN THFF E
MEANING OF SECTION 8(a), SUBSECTIONS (1) AND OF THE NATIONAAA L

2. BASIS OF THE CHARGE (be specific as to facts, names, addresses, plants involved, dates, places, etc.)

3. FULL NAME OF PARTY FILING CHARGE (if labor organization, give full name, including local name and number)rr

By

BY THE ABOVE AND OTHER ACTS, THE ABOVE-NAMED EMPLOYER HAS INTERFERED WITH, RESTRAINED, AND
COERCED EMPLOYEES IN THE EXERCISE OF THE RIGHTS GUARANTEED IN SECTION 7 OF THE ACT.

LABOR RELATIONS ACTAA , AND THESE UNFT AIR LABOR PRACTICES ARE UNFFF AIR LABOR PRACTICES AFFECTINFF G
COMMERCE WITHIN THE MEANING OF THE ACT.

1. EMPLOYER AGAINST WHOM CHARGE IS BROUGHT

CASE NO. DATE FILEAA

DO NOT WRITE IN THIS SPACPP E

FORM NLRB 501
(2 81)

FORM EXEMPT UNDER
44 U.S.C. 3512

6. DECLARATIOAA N

WILLFULLY FLL ALSE STFF ATT TEMENTS ON THIS CHARGE CAN BE PUNISHED BY FINE AND IMPRISONMENTAA
(U.S. CODE, TITLE 18, SECTION 1001)

(signature of representative or person filing charge)

I declare that I have read the above charge and that the statements therein are true to the best of my knowledge and belief.

(title, if any)

(telephone number) (date)
Address

4a. ADDRESS (street and number, citrr y,tt  State, and ZIP code) 4b. TELEPHONE NO.

5. FULL NAME OF NATIONAL OR INTERNAAA TIONAL LABOR ORGANIZAAA TION OF WHICH IT IS AN AFFILIAA ATE OR
   CONSTITUENT UNIT (to be filled in when charge is filed by a labor organization)

http://www.nlrb.gov/
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by enumerating the rights of employees as union members, by enumerating the rights of 
employers, and by allowing the president of the United States to temporarily bar national 
emergency strikes.

Unfair Union Labor Practices

The Taft-Hartley Act enumerated several labor practices that unions were prohibited 
from engaging in:

1. Unions were banned from restraining or coercing employees from exercising their
guaranteed bargaining rights.

2. It is an unfair labor practice for a union to cause an employer to discriminate in any 
way against an employee in order to encourage or discourage his or her member-
ship in a union.

3. It is an unfair labor practice for a union to refuse to bargain in good faith with the
employer about wages, hours, and other employment conditions.

Rights of Employees

The Taft-Hartley Act also protected the rights of employees against their unions. For 
example, many people felt that compulsory unionism violated the basic U.S. right of 
freedom of association. The new right-to-work laws sprang up in 19 states (mainly in the
South and Southwest); as noted, these outlawed labor contracts that made union mem-
bership a condition for keeping one’s job.

In general, the National Labor Relations Act does not restrain unions from unfair
labor practices to the extent that it does employers. Unions may not restrain or coerce 
employees. However, “violent or otherwise threatening behavior or clearly coercive or in-
timidating union activities are necessary before the NLRB will find an unfair labor prac-
tice.”23 Examples here would include physical assaults or threats of violence, economic 
reprisals, and mass picketing that restrains the lawful entry or leaving of a work site. In 
one typical case, Pattern Makers v. National Labor Relations Board, the U.S. Supreme 
Court found the union guilty of an unfair labor practice when it tried to fine some mem-
bers for resigning from the union and returning to work during a strike.24

Rights of Employers

The Taft-Hartley Act also explicitly gave employers certain rights. For example, it gave 
them full freedom to express their views concerning union organization. Thus, a man-
ager can tell his or her employees that in his or her opinion unions are worthless, danger-
ous to the economy, and immoral. Employers can set forth the union’s record concerning 
violence and corruption, if appropriate. The only major restraint is that there can be no 
threat of reprisal or force or promise of benefit.25 The employer also cannot meet with 
employees on company time within 24 hours of an election or suggest to employees that 
they vote against the union while they are at home or in the employer’s office, although 
he or she can do so while in their work area or where they normally gather.

National Emergency Strikes

The Taft-Hartley Act also allows the U.S. president to intervene in national emergency 
strikes, which are strikes (for example, on the part of steel firm employees) that might 
imperil national health and safety. The president may appoint a board of inquiry and, 
based on its report, apply for an injunction restraining the strike for 60 days. If no settle-
ment is reached during that time, the injunction can be extended for another 20 days. 
During this period, employees are polled in a secret ballot to ascertain their willingness 
to accept the employer’s last offer.

Period of Detailed Regulation of Internal Union Affairs:  
The Landrum-Griffin Act (1959)
In the 1950s, senate investigations revealed unsavory practices on the part of some
unions, and the result was the Landrum-Griffin Act (officially, the Labor Manage-
ment Reporting and Disclosure Act). An overriding aim was to protect union members 

national emergency strikes
Strikes that might “imperil the 
national health and safety.”

Landrum-Griffin Act
A law aimed at protecting union 
members from possible wrongdoing 
on the part of their unions.
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from possible wrongdoing on the part of their unions. It was also an amendment to the 
Wagner Act.

The Landrum-Griffin Act contains a bill of rights for union members. Among other 
things, this provides for certain rights in the nomination of candidates for union office.
It also affirms a member’s right to sue his or her union. And, it ensures that no member 
can be fined or suspended without due process (including a list of charges, and a fair
hearing).

The act also laid out rules regarding union elections. For example, national and in-
ternational unions must elect officers at least once every five years, using some type of 
secret-ballot mechanism.

The senate investigators also discovered flagrant examples of employer wrongdoing.
The Landrum-Griffin Act therefore also greatly expanded the list of unlawful employer 
actions. For example, companies can no longer pay their own employees to entice them 
not to join the union. The pendulum therefore again shifted a bit back toward strength-
ening unions.

Labor Law Today

As we’ll see toward the end of this chapter, it isn’t quite clear whether the pressures to-
ward a more encouraging or a more discouraging climate for labor law will prevail for
the next few years. On the one hand, we’ll see that unions are pushing for new legislation 
that would substantially improve unions’ efforts. On the other hand, economic realities
(shrinking state budgets, and increased competitive pressures, for instance) and evolving
public opinion have undoubtedly reduced union membership.26

Social Media and HR
Labor–management attorneys often counsel employers to have special policies aimed at
managing employees’ use of such media. Such policies typically require that employees
state that any postings don’t represent the company’s positions, that they should not use
such media during work time, and that disparaging comments about the employer or its
employees are prohibited.27

However, recent NLRB decisions state that such policy restrictions may violate the
rights employees have under the National Labor Relations Act (such as to take “con-
certed activity” by discussing working conditions with coworkers). At first, the NLRB 
seemed to suggest that simply restricting employees from making disrespectful com-
ments about the company or its employees would be acceptable. However, subsequent
NLRB decisions put even this in doubt.28 At least one labor–management attorney now 
actually advises against publishing any such social media policy at all.29

THE UNION DRIVE AND ELECTION
It is through the union drive and election that a union tries to be recognized to represent 
employees. This process has five basic steps: initial contact, authorization cards, hearing,
campaign, and election.30

Step 1: Initial Contact
During the initial contact stage, the union determines the employees’ interest in organiz-
ing, and establishes an organizing committee.

The initiative for the first contact between the employees and the union may come 
from the employees, from a union already representing other employees of the firm, or 
from a union representing workers elsewhere. Sometimes a union effort starts with a dis-
gruntled employee contacting the local union to learn how to organize his or her place of 
work. Sometimes, though, the campaign starts when a union decides it wants to expand
to representing other employees in the firm or industry, or when the company looks like 
an easy one to organize. (For instance, the teamsters union, which was already firmly in 
place at UPS, began an intensive organizing campaign at FedEx.) In any case, there is an 
initial contact between a union representative and a few employees.

LEARNING OBJECTIVE 4 
Describe the process 
of a union drive and 
election.
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When an employer becomes a target, a union official usually assigns a representa-
tive to assess employee interest. The representative visits the firm to determine whether 
enough employees are interested to make a union campaign worthwhile. He or she also
identifies employees who would make good leaders in the organizing campaign and calls 
them together to create an organizing committee. The objective is to “educate the com-
mittee about the benefits of forming a union, the law and procedures involved in forming
a local union, and the issues management is likely to raise during a campaign.”31

The union must follow certain procedures when contacting employees. The law al-
lows union organizers to solicit employees for membership as long as it doesn’t endanger 
the performance or safety of the employees. Therefore, much of the contact occurs off 
the job. Organizers can also safely contact employees on company grounds during off 
hours (such as break time). Under some conditions, union representatives may solicit
employees at their workstations, but this is rare. In practice, there will be much informal 
organizing at the workplace as employees debate organizing. In any case, this initial con-
tact stage may be deceptively quiet. In some instances the first inkling management has
of the union is the distribution of a handbill soliciting union membership.32

Labor Relations Consultants

Both management and unions may use outside advisors. The use by management of 
consultants (whom unions often disparagingly refer to as union busters) has grown con-
siderably. This so-called “union avoidance industry” includes the consultants, law firms, 
industry psychologists, and strike management firms that employers often turn to when
the union comes to call.33 One study found management consultants involved in 75% of 
the elections they surveyed.34

One expert says an employer’s main goal shouldn’t be to win representation elec-
tions, but to avoid them altogether. He says doing so means taking fast action when the 
first signs of union activity appear. His advice in a nutshell: Don’t just ignore the union’s
efforts while it spreads pro-union rumors, such as “If we had a union, we wouldn’t have 
to work so much overtime.” Retain an attorney and react at once.35

Union Salting

Unions are also not without creative ways to win elections, one of which is union salting. 
The National Labor Relations Board defines union salting as “placing of union membersg
on nonunion job sites for the purpose of organizing.” Critics claim that “salts” also often 
interfere with business operations and harass employees.36 A U.S. Supreme Court deci-
sion, NLRB v. Town and Country Electric, held the tactic to be legal.

The Teamsters Union—
already firmly in place at
UPS—began an intensive 
organizing campaign at 
FedEx.
Source: Paul Sakuma/AP Images.

union salting
A union organizing tactic by which 
workers who are employed by 
a union as undercover union 
organizers are hired by unwitting 
employers.
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Improving Performance through HRIS
Unions Go High Tech

E-mail and the Internet are supercharging union campaigns. E-mail and Twitter enable
unions to send mass announcements to collective bargaining unit members and use 
e-mail to reach supporters and government officials for their corporate campaigns. For
example, the group trying to organize Starbucks workers (the Starbucks Workers’ Union) 
set up their own website (www.starbucksunion.org). It includes notes like “Our hard 
work has made record profits for Starbucks. It’s time to unite for our fair share.”37

Step 2: Authorization Cards
For the union to petition the NLRB for the right to hold an election, it must show that 
a sizable number of employees may be interested in being organized. The next step 
is thus for union organizers to try to get the employees to sign authorization cards
(Figure 13.2). Among other things, these usually authorize the union to seek a repre-
sentation election and state that the employee has applied to join the union. Before the
union can petition an election, 30% of the eligible employees in an appropriate bargain-
ing unit must sign.

During this stage, both union and management typically use propaganda. The union 
claims it can improve working conditions, raise wages, increase benefits, and generally 
get the workers better deals. Management need not be silent; it can attack the union on 
ethical and moral grounds and cite the cost of union membership, for example. Manage-
ment can also explain its record, express facts and opinions, and explain to its employees 
the law applicable to organizing campaigns.

However, neither side can threaten, bribe, or coerce employees. Further, an employer
may not make promises of benefits to employees or make unilateral changes in terms and
conditions of employment that were not planned to be implemented prior to the onset 
of union organizing activity. Managers also should know that looking through signed 
authorization cards could be construed as spying on those who signed, which is an unfair 
labor practice.

FIGURE 13.2
Sample Authorization 
Card

SAMPLES UNIONS of AMERICA
Authorization for Representation

I hereby ay uthorize Local 409 of the SAMPLES unif on to be my excly usive representative for

the purposes of collective bargaining wif th ii my emy ployer. I understand that my signature

on this card may be used to obtain certificatiaa on of Local 409 as our exclusive bargaining

representative without an election.

This card will verify thy at I have aa applied for union membership and that effective 

____________________ I hereby ay uthorize you to deduct each pay period faa roff m my earningsy

an amount equal to the regular current rate of monthly union dues and initiation fee.

Employer: ___________________________ Worksite: _____________________________

Date: _______________ Name: ________________________________________________

Street Address: __________________________ City:_________ Zip Code: ____________

Home Phone: _____________Cell Phone: ___________ Home E-Mail: _______________

Department: ____________________________

Job Title/Classification: _______________________________

Signature: __________________________________________

You must print and mail in this authorization card for it to be recognized. Only oy riginal

cards are valid and should be submitted. Mail to:

SAMPLES Unions of America, Local 409

301 Samples Wayaa

Miami, FL 33101

authorization cards
In order to petition for a union elec-
tion, the union must show that at 
least 30% of employees may be 
interested in being unionized. 
Employees indicate this interest by 
signing authorization cards.

http://www.starbucksunion.org


CHAPTER 13 • LABOR RELATIONS AND COLLECTIVE BARGAINING     427

During this stage, unions can picket the company, subject to three constraints: The 
union must file a petition for an election within 30 days after the start of picketing, the
firm cannot already be lawfully recognizing another union, and there cannot have been 
a valid NLRB election during the past 12 months. The union would file a petition using 
NLRB Form 502.

Step 3: The Hearing
After the authorization cards are collected, one of three things can occur. The employer
may choose not to contest union recognition, in which case no hearing is needed and a 
consent election is held immediately. The employer may choose not to contest the union’s 
right to an election (and/or the scope of the bargaining unit, or which employees are 
eligible to vote in the election), in which case no hearing is needed and the parties can 
stipulate an election. Or, the employer may contest the union’s right, in which case it can
insist on a hearing to determine those issues. An employer’s decision about whether tog
insist on a hearing is a strategic one based on the facts of each case, and whether it feels 
it needs more time to try to persuade a majority of its employees not to elect a union to 
represent them.

Most companies contest the union’s right to represent their employees: They claim
that a significant number of their employees do not really want the union. It is at this
point that the NLRB gets involved. The NLRB is usually contacted by the union, which 
requests a hearing. Based on this, the regional director of the NLRB sends a hearing offi-
cer to investigate. (For example, did 30% or more of the employees in an appropriate bar-
gaining unit sign the authorization cards?) The examiner sends both management and 
the union a notice of representation hearing that states the time and place of the hearing.

The bargaining unit is one decision to come out of the hearing; it is the group of 
employees that the union will be authorized to represent and bargain for collectively.

Finally, if the results of the hearing are favorable for the union, the NLRB directs that 
an election be held. It issues a Decision and Direction of Election notice to that effect 
and sends NLRB Form 666 (“Notice to Employees”) to the employer to post, notifying 
employees of their rights under federal labor relations law.

Step 4: The Campaign
During the campaign that precedes the election, the union and employer appeal to em-
ployees for their votes. The union emphasizes that it will prevent unfairness, set up a 
grievance/seniority system, and improve unsatisfactory wages. Union strength, they’ll 
say, will give employees a voice in determining wages and working conditions. Man-
agement emphasizes that improvements such as those the union promises don’t require 
unionization, and that wages are equal to or better than they would be with a union 
contract. Management also emphasizes the financial cost of union dues; the fact that the 
union is an “outsider”; and that if the union wins, a strike may follow.38 It can even attack 
the union on ethical and moral grounds. But neither side can threaten, bribe, or coerce 
employees.

The Supervisor’s Role in the Campaign

A few years ago, Target won a unionization election at its Valley Stream, New York, 
store, but a federal judge overturned it and required a new election. Among other things,
the judge found that Target managers had violated labor law by telling employees they 
couldn’t wear union buttons or distribute flyers, and by threatening to discipline workers 
who discussed union matters.39 In another case, a plant superintendent prohibited dis-
tribution of union literature in the lunchroom. Because solicitation of off-duty workers
in nonwork areas is generally legal, the company subsequently allowed the union to post
and distribute union literature in the plant’s nonworking areas. However, the NLRB still 
ruled that the initial act of prohibiting distribution of the literature was an unfair labor 
practice. The NLRB used the superintendent’s action as one reason to invalidate an elec-
tion that the company won.40 The bottom line is that supervisors must know what they 
can and can’t do to legally hamper organizing activities, lest they commit unfair labor 
practices. The Management Skills feature lays out guidelines.

bargaining unit
The group of employees the union 
will be authorized to represent.
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KNOW YOUR EMPLOYMENT LAW

Rules Regarding Literature and Solicitation

To avoid legal problems, employers need rules governing distribution of literature and
solicitation of workers and train supervisors in how to apply them.44 For example:

• Nonemployees can always be barred from soliciting employees during their work 
time—that is, when the employee is on duty and not on a break.

• Employers can usually stop employees from soliciting other employees for any pur-
pose if one or both employees are on paid-duty time and not on a break.

• Most employers (not including retail stores, shopping centers, and certain other
employers) can bar nonemployees from the building’s interiors and work areas as a 
right of private property owners.

Such restrictions are valid only if the employer does not discriminate. For example, if 
company policy permits employees to collect money for baby gifts or to engage in other 
solicitation during their working time, the employer will not be able to prohibit them 
from union soliciting during work time. ■

There are many more ways to commit unfair labor practices than just keeping union or-
ganizers off your private property. For example, one employer decided to have a cookout
and paid day off two days before a union representation election. The NLRB held that 
this was too much of a coincidence and called a second election. The union had lost the 
first vote but won the second.45 Figure 13.3 illustrates what the employer and union gen-
erally cannot do during campaigns.

Building Your Management Skills:
What Supervisors Can and Cannot Do

What may the supervisor do? Remember what you can and can’t do during the cam-
paign with the acronyms TIPS and FORE.41

Use TIPS to remember what not to do:t

T—Threaten. Do not threaten or imply the company will take adverse action of 
any kind for supporting the union.42 Do not threaten to terminate employees
because of their union activities, and don’t threaten to close the facility if the 
union wins the election.

I—Interrogate. Don’t interrogate or ask employees their position concerning 
unions, or how they are going to vote in an election.

P—Promise. Don’t promise employees a pay increase, special favors, better 
benefits, or promotions.

S—Spy. Don’t spy at any union activities or attend a union meeting, even if 
invited.

Use FORE to remember what the supervisor may do to discourage unionization:

F—Facts. Do tell employees that by signing the authorization card the union may 
become their legal representative in matters regarding wages and hours, and do 
tell them that by signing a union authorization card it does not mean they must
vote for the union.

O—Opinion. You may tell employees that management doesn’t believe in third-
party representation, and that management believes in having an open-door
policy to air grievances.

R—Rules. Provide factually correct advice such as telling employees that the law 
permits the company to permanently replace them if there’s a strike, and that
the union can’t make the company agree to anything it does not want to during
negotiations.

E—Experience. The supervisor may share personal experiences he or she may 
have had with a union.43
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The accompanying HR Tools feature focuses on how smaller companies should ad-
dress these matters.

FIGURE 13.3
NLRA Union Campaign 
Violations

Source: National Labor Relations 
Board, www.nlrb.gov/.

Examples of Employer Conduct That Violates the NLRA:

• Threatening employees with loss of jobs f or benefits if they join or vote for a union or

engage in protected concerted activity (such as two ww or more employees together asking

their employer to improve working conditions and pay)aa
• Threatening to close the plant if employees unionize
• Promising benefits to employees to discourage their union supportff
• Transferring, laying ofTT f, terminating, assigning employees more difff fff icult work tasks, or ff

otherwise punishing employees because they engaged in union or protected concerted 

activity
• Transferring, laying ofTT f, terminating, assigning employees more difff fff icult work tasks,ff

or otherwise punishing employees because they filed unfair labor practice charff ges or r

participated in an invnn estigation by NLRB

Examples of Labor Organizatiaa on Conduct That Violates the NLRA:

• Threatening employees with loss of jobs unless they support the union
• Seeking the suspension, discharge, or other punishment of an employee for not being a 

union member even if the employee has paid or offered to pay a laff wful initiation fee and 

periodic fees thereafter
• Refusing to process a grievance because an employee has criticized union offff icials or ff

because an employee is not a member of the union in states where union security clauses 

are not permitted
• Fining employees who haveaa  validly resigned from the union for engaging in protected 

concerted activities following their resignation or for crossing an unlawful picket line
• Engaging in picket line misconduct, such as threatening, assaulting, or barring nonstrikers

from the employer’s premises
• Striking over issues unrelated to employment terms and conditions or coercively 

enmeshing neutrals into a labor dispute

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

What to Do When the Union Comes Calling

Unions are not just a big-company phenomenon, and the small business owner who ig-
nores the first signs of union activity (or responds in an illegal manner to them) is asking 
for trouble.

Labor laws including the National Labor Relations Act govern unionization, and just 
about every business, regardless of size, is covered by labor law. For example, a retail store
would have to have sales below $500,000 a year, and not be involved in interstate com-
merce, to not be unionize-able.

Small business owners should keep several things in mind. For one thing, (to head off 
organizing at work) make sure your employee manual contains a “non-solicitation” policy; 
it should say that no solicitation will be allowed when employees are working. (That in-
cludes any solicitation, including for instance for charities, and you should enforce it.) Alsoy
remember that you can’t prohibit your employees from meeting with union representatives
during lunch or breaks or any time when they’re not working for you. Be careful that you 
do not look at the authorization cards if the union representative hands them to you after 
they’re collected; if a majority of employees sign the cards and you look at them, you may
have to accept the union!

Similarly (as we listed above in the Build Your Skills guidelines) do NOT interfere with
your employees’ rights, or discriminate against those employees who support the union. 

http://www.nlrb.gov/
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Step 5: The Election
The election itself can be held within 30 to 60 days after the NLRB issues its Decision 
and Direction of Election. The election is by secret ballot. The NLRB provides the ballots 
(see Figure 13.4), as well as the voting booth and ballot box. It also counts the votes and 
certifies the results of the election. Historically, the more workers who vote, the less likely 
the union is to win. This is probably because more workers who are not strong union
supporters end up voting.

The union becomes the employees’ representative if it wins the election, and “win-
ning” means getting a majority of the votes cast, not a majority of the workers in the bar-
gaining unit. The union typically wins just over half of such elections. In one recent year, 
the union win rate rose to 66.8%, higher than it had been for decades.47

Winning an election and signing an agreement do not necessarily mean that the 
union is in the company to stay. The same law that grants employees the right to union-
ize also gives them a way to terminate legally the union’s right to represent them. The 
process is decertification.

Decertification campaigns are similar to certification campaigns.48 The union or-
ganizes membership meetings and house-to-house visits, mails literature to homes, and
uses phone calls, NLRB appeals, and (sometimes) threats and harassment to win the 

For example, (again, see our guidelines), don’t threaten employees with loss of jobs if they 
vote for the union, spy on union gatherings, discharge employees who urge other employ-
ees to join the union, or demote employees whom you find circulating a union petition.46

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following questions. What would you do as the owner of a company that 
has, say, seven employees and $750,000 sales per year to head off your employees 
even wanting to unionize? What do you think of how Melinda (in the chapter opener) 
responded to Jim?

FIGURE 13.4
Sample NLRB Ballot

Source: National Labor Relations 
Board, www.nlrb.gov/.

UNITED STATT TES OF AMERICAAA

National Labor Relations Board

OFFICIAL SECRET BALLOT
FOR CERTAIN EMPLOYEES OFOO

Do you wish to be represented for purposes of collective bargaining by —

MARK AN “S” IN THE SQUARE OF YOUR CHOICEYY

YES NO

DO NOT SIGN THIS BALLOT. Fold and drop in ballot box.
If you spoil this ballot return it to the Board Agent for a new one.

http://www.mymanagementlab.com
http://www.nlrb.gov/
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election. Managers use meetings—including one-on-one meetings, small-group meet-
ings, and meetings with entire units—as well as legal or expert assistance, letters, im-
proved working conditions, and subtle or not-so-subtle threats in its attempts to win a 
decertification vote.

How to Lose an NLRB Election
Over the years, unions typically won about 55% of elections held each year (and roughly 
the same number of decertifications).49 According to expert Matthew Goodfellow, there 
is no sure way employers can win elections, but several sure ways to lose one.50

Reason 1. Asleep at the switch. In one study, in 68% of the companies that lost to the 
union, executives were caught unaware. In these companies, turnover and absenteeism 
had increased, productivity was erratic, and safety was poor. Grievance procedures were 
rare. But ironically when the first reports of authorization cards began trickling in, man-
agement usually responded with letters describing the company as “one big family.”51

Reason 2. Appointing a committee. Of the losing companies, 36% formed a commit-
tee to manage the campaign. The problems here are that: (1) Promptness is essential 
in an election situation, and committees move slowly. (2) Most committee members 
are NLRB neophytes, whose views reflect hope rather than experience. (3) A com-
mittee’s decision is usually a compromise decision, not necessarily the most effective 
one. This expert suggests giving full responsibility to one decisive executive. A human 
resource director and a consultant or advisor with broad experience in labor relations
should assist this person.

Reason 3. Concentrating on money and benefits. In 54% of the elections studied, 
the company lost because top management concentrated on money and benefits. As
Goodfellow says:

Employees may want more money, but quite often, if they feel the company 
treats them fairly, decently, and honestly, they are satisfied with reasonable, com-
petitive rates and benefits. It is only when they feel ignored, uncared for, and dis-
regarded that money becomes a major issue to express their dissatisfaction.52

Reason 4. Delegating too much to divisions. For companies with plants scattered 
around the country, unionizing one plant tends to lead to unionizing others. The 
solution is, don’t abdicate all personnel and industrial relations decisions to plant 
managers.53 Dealing effectively with unions—monitoring employees’ attitudes,
reacting properly when the union appears, and so on—requires centralized guidance
from the main office and its human resources staff.

The HR Practices around the Globe  feature illustrates international aspects of deal-
ing with unions.

HR PRACTICES AROUND THE GLOBE

France Comes to the Workers’ Aid

Employers planning to expand abroad should ponder the 
recent experience of drug maker Sanofi SA, in France. Be-
cause of the relatively high cost of running its research facil-
ity in southwestern France, Sanofi told its researchers there
it intended to close their facility.54 Employees began stag-
ing weekly protests, supported by the French government, 
which opposes profitable companies slashing jobs. After nine

months, the company was still waiting for a government re-
port on the situation so it could finish negotiating with its 
unions and try to get some of them other jobs elsewhere. As 
one Sanofi manager said, “In France, the politics, the labor 
laws are extremely different than in any other regions. . . . It 
means that for sites like Toulouse . . . anything you want to 
do differently gets to be a confrontational issue.”55

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following question. With 
government policies like this, how do you think French companies remain competitive with those, say, in the United States?

http://www.mymanagementlab.com
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THE COLLECTIVE BARGAINING PROCESS
What Is Collective Bargaining?
When and if the union is recognized as a company’s employees’ representative, a day is 
set for bargaining. Representatives of management and the union meet to negotiate a 
labor contract that contains agreements on specific provisions covering wages, hours, 
and working conditions.

What exactly is collective bargaining? According to the Wagner Act:

For the purpose of (this act) to bargain collectively is the performance of the mu-
tual obligation of the employer and the representative of the employees to meet at 
reasonable times and confer in good faith with respect to wages, hours, and terms 
and conditions of employment, or the negotiation of an agreement, or any ques-
tion arising thereunder, and the execution of a written contract incorporating any 
agreement reached if requested by either party, but such obligation does not com-
pel either party to agree to a proposal or require the making of a concession.

In plain language, this means that both management and labor are required by law 
to negotiate wages, hours, and terms and conditions of employment “in good faith.” We’ll 
see that court decisions have clarified the specific provisions that are negotiable.

What Is Good-Faith Bargaining?
Good-faith bargaining means that proposals are matched with counterproposals and g
that both parties make every reasonable effort to arrive at an agreement. It does not 
mean that either party is compelled to agree to a proposal. Nor does it require that either 
party make any specific concessions (although in practice, some may be necessary). In
practice, good-faith bargaining includes things like the duty to meet and confer with the
representative of the employees (or employer); and the duty to supply, on request, infor-
mation that is “relevant and necessary” to allow the employees’ representative to bargain 
intelligently.56

In assessing whether a party has violated its good-faith obligations, it is the total-
ity of conduct by each of the parties that is of prime importance to the NLRB and the t
courts.57 Examples of a violation of the requirements for good-faith bargaining may 
include:

1. Surface bargaining. This involves going through the motions of bargaining with-
out any real intention of completing a formal agreement.

2. Proposals and demands. The advancement of proposals is a positive factor in 
determining overall good faith.

3. Withholding information. The NLRB and courts expect management to furnish 
information on matters such as wages, hours, and other terms of employment that 
union negotiators request and legitimately require.58

4. Dilatory tactics. The law requires that the parties meet and “confer at reasonable 
times and intervals.” It does not require management to meet at the time and place 
dictated just by the union.59 However, inordinately delaying the meeting or refusing 
to meet with the other party may reflect bad-faith bargaining.

5. Concessions. The law does not require either party to make concessions. However, 
being willing to compromise during negotiations is a crucial ingredient of good-
faith bargaining.

6. Unilateral changes in conditions. This is a strong indication that the employer is 
not bargaining with the required intent of reaching an agreement.

The Negotiating Team
Both union and management send a negotiating team to the bargaining table, and both 
teams usually go into the bargaining sessions having done their homework. Union rep-
resentatives have sounded out union members on their desires and conferred with union 
representatives of related unions.

LEARNING OBJECTIVE 5 
Discuss the main steps in 
the collective bargaining 
process.
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collective bargaining
The process through which repre-
sentatives of management and the 
union meet to negotiate a labor 
agreement.

good-faith bargaining
A term that means both parties are 
communicating and negotiating and 
that proposals are being matched 
with counterproposals, with both 
parties making every reasonable ef-
fort to arrive at agreements. It does 
not mean that either party is com-
pelled to agree to a proposal.
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Similarly, management compiles pay and benefit data, including comparisons to 
local pay rates and rates paid for similar jobs in the industry. Management also care-
fully “costs” the current labor contract and determines the increased cost—total, per 
employee, and per hour—of the union’s demands (see the HR as a Profit Center  feature).
It also tries to identify probable union demands and to size up the ones more important 
to the union. It uses information from grievances and feedback from supervisors to de-
termine ahead of time what the union’s demands might be and thus prepare counterof-ff
fers and arguments.

HR AS A PROFIT CENTER

Costing the Contract

Collective bargaining experts emphasize the need to cost the union’s demands carefully.
One says,

The mistake I see most often is [HR professionals who] enter the negotiations without
understanding the financial impact of things they put on the table. For example, the 
union wants three extra vacation days. That doesn’t sound like a lot, except that in
some states, if an employee leaves, you have to pay them for unused vacation time. 
[So] now your employer has to carry that liability on their books at all times.60

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following questions. What do you think are the top three workforce-related
expenses that most employers should focus on? How would you check this?

Bargaining Items
Labor law sets out voluntary, illegal, and mandatory items that are subject to collectivey
bargaining.

Voluntary (or permissible) bargaining items are neither mandatory nor illegal; 
they become a part of negotiations only through the joint agreement of both manage-
ment and union. Neither party can be compelled against its wishes to negotiate over 
voluntary items. An employee cannot hold up signing a contract because the other party 
refuses to bargain on a voluntary item.

Illegal bargaining items are forbidden by law. The clause agreeing to hire “union 
members exclusively” would be illegal in a right-to-work state, for example.

About 70 mandatory bargaining items exist, some of which we present in Figure 13.5.
These include wages, hours, rest periods, layoffs, transfers, benefits, and severance pay.

Bargaining Stages61

Bargaining typically goes through several stages.62 First, each side presents its demands. 
At this stage, both parties are usually quite far apart on some issues. Indeed, labor 
negotiators use the term blue-skying to refer to demands (such as swimming pools and g
17 paid holidays, including Valentine’s Day) that negotiators have been known to pro-
pose. Next, each side trades off some of its demands to gain others, a process called trad-
ing points. Third are the subcommittee studies: The parties form joint subcommittees or 
study groups to try to work out reasonable alternatives. Fourth, the parties reach an in-
formal settlement, and each group goes back to its sponsor. Union representatives check 
informally with their superiors and the union members; management representatives 
check with top management. Finally, when everything is in order, the parties fine-tune, 
proofread, and sign a formal agreement. The Skills feature lists negotiating guidelines.

voluntary (permissible) 
bargaining items
Items in collective bargaining for 
which bargaining is neither illegal 
nor mandatory—neither party can 
be compelled to negotiate over 
those items.

illegal bargaining items
Items in collective bargaining that 
are forbidden by law; for example, 
the clause agreeing to hire “union 
members exclusively” would be 
illegal in a right-to-work state.

mandatory bargaining items
Items in collective bargaining that a 
party must bargain over if they are 
introduced by the other party—for 
example, pay.

http://www.mymanagementlab.com
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MANDATDD ORTT Y RR

Rates of pay 

Wages 
Hours of employment 

Overtime pay 

Shift differentials 

Holidays 

Vacations VV

Severance pay 

Pensions 

Insurance benefits 

Profit-sharing plans 

Christmas bonuses 

Company housing, 
meals, and discounts 

Employee security 

Job performance 

Union security 

Management–union 
relationship 

Drug testing 
of employees 

PERMISSIBLE 

Indemnity bonds 

Management rights as 
to union affairs 

Pension benefits of 
retired employees 

Scope of the bargaining unit 

Including supervisors 
in the contract 

Additional parties to 
the contract such as 
the international 
union 

Use of union label 

Settlement of unfair 
labor charges 

Prices in cafeteria 

Continuance of past 
contract 

Membership of bargaining 
team 

Employment of strikebreakers 

ILLEGAL 

Closed shop 

Separation of employees 
based on race 

Discriminatory 
treatment 

FIGURE 13.5
Bargaining Items

Even professional hockey, 
baseball, basketball, 
and football players, all 
relatively well-paid, have 
gone on strike for better 
wages and benefits.
Source: modestil/Fotolia.
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Impasses, Mediation, and Strikes
Signing the agreement assumes that there are no insurmountable disagreements. If there
are, the parties may instead declare an impasse. For example, a few years ago the National 
Hockey League informed the NLRB that it had reached an impasse with the National 
Hockey League Players’ Association. The parties must get past the impasse for the con-
tract to be agreed on and signed.

An impasse (or stalemate) usually occurs because one party demands more than the 
other offers. Sometimes an impasse can be resolved through a third party, a disinterested
person such as a mediator or arbitrator. If the impasse is not resolved in this way, the
union might call a work stoppage, or strike, to pressure management.

Opposing parties use three types of third-party interventions to overcome an im-
passe: mediation, fact-finding, and arbitration. With mediation, a neutral third party 

Building Your Management Skills: How to Negotiate

Hammering out a satisfactory labor agreement requires negotiating skills. Experienced
negotiators use leverage, desire, time, competition, information, credibility, and judgment
to improve their bargaining positions. Leverage means using factors that help or hindere
the negotiator, usually by putting the other side under pressure.63 Things you can lever-
age include necessity, desire, competition, and time.64 For example, if the union knows 
that an employer that needs to fill a big order fast (time) the latter is at a disadvantage. 
Being able to walk away (or to look like you can) wins the best terms. Having informa-
tion about the other side and about the situation is always advantageous.

Some contract terms (such as reduced pension benefits) may be crucial to you. However, 
the manager who makes his or her desires too obvious undercuts his or her position; good s
negotiators keep their cards “close to their vests”. Competition is important too. There is no 
more convincing ploy than subtly hinting you’ve got an alternative (like shifting services 
abroad). Time (and particularly your deadlines) can also tilt things for or against you. Since e
the other side will be trying to decide if you’re bluffing, bulking up your credibility is important.y

Finally, good negotiators need judgment, namely the ability to “strike the right 
balance between gaining advantages and reaching compromises, in the substance as 
well as in the style of [their] negotiating technique.”65 The following sums up some 
other negotiating guidelines.66

• Set clear objectives for every bargaining item and understand on what grounds the
objectives are established.

• Do not hurry.
• When in doubt, caucus with your associates.s
• Be well prepared with firm data supporting your position.d
• Always strive to maintain some flexibility.
• Don’t just concern yourself with what the other party says and does; find out why.
• Respect the importance of face savingf  for the other party.g
• Constantly be alert to the other party’s real intentions.
• Be a good listener.
• Build a reputation for being fair but firm.
• Learn to control your emotions.
• Be sure as you make each bargaining move that you know its relationship to all 

other moves.
• Measure each move against your objectives.
• Pay close attention to the wording of every clause renegotiated; words and phrases are g

often sources of grievances.
• Remember that collective bargaining negotiations are, by nature, part of a compromise

process.
• Consider the impact of present negotiations on those in future years.
• Don’t be so open, honest, and straightforward that you start making excessive 

concessions.67

 B A S E

K
N

O

WLED
G

E 

mediation
Labor relations intervention in 
which a neutral third party tries 
to assist the principals in reaching 
agreement.
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tries to assist the principals in reaching agreement. The mediator usually holds meetings 
with each party to determine where each party’s position and to find common ground.

The mediator communicates assessments of the likelihood of a strike, the possible
settlement packages available, and the like. The mediator generally does not have the 
authority to insist on a concession. However, he or she probably will make his or her
position on some issue clear.

In certain situations (as in a national emergency dispute in which the president of 
the United States determines that a strike would be a national emergency), a fact-finder 
may be appointed. A fact-finder is a neutral party. He or she studies the issues and makes 
a public recommendation of what a reasonable settlement ought to be.

Arbitration is the most definitive type of third-party intervention because the arbi-
trator may have the power to decide and dictate settlement terms. Unlike mediation and
fact-finding, arbitration can guarantee a solution to an impasse. With binding arbitra-
tion, both parties are committed to accepting the arbitrator’s award. With nonbinding ar-
bitration, they are not. Arbitration may also be voluntary or compulsory (in other words, 
imposed by a government agency). In the United States, voluntary binding arbitration is 
the most prevalent.

Arbitration may not always be as impartial as it’s thought to be. Researchers studied 
391 arbitrated cases in baseball over about 20 years. Arbitrator awards favored teams 
61% of the time. They concluded that (at least in baseball) “self-interested behavior by 
arbitrators” might lead to bias against players, and particularly against players of African
American and Latin ancestry.68

Various public and professional agencies make arbitrators and mediators available. 
For example, both the American Arbitration Association (AAA) and the U.S. Office of 
Arbitration Services, part of the U.S. Office of Mediation & Conciliation Service (www
.fmcs.gov/internet/), maintains a roster of arbitrators qualified to hear and decide dis-
putes. Figure 13.6 shows the form employers or unions use to request arbitrator or me-
diator services from them.

Strikes

An impasse may trigger a strike, which is a withdrawal of labor. There are four main 
types of strikes. An economic strike results from a failure to agree on the terms of a 
contract—from an impasse, in other words. An unfair labor practice strike protests ille-
gal conduct by the employer. A wildcat strike is an unauthorized strike occurring during 
the term of a contract. A sympathy strike occurs when one union strikes in support of 
the strike of another.

Strikes needn’t be an inevitable result of the bargaining process. Instead, studies show 
that they are often avoidable, but occur because of mistakes during bargaining. Mistakes 
include discrepancies between union leaders’ and rank-and-file members’ expectations,
and misperceptions regarding each side’s bargaining goals.69

The likelihood of and severity of a strike depends partly on the parties’ willingness to
“take a strike.”70 For instance, several years ago major league baseball owners were will-
ing to let players strike and to lose a whole season, because they had “consistently agreed 
that the players had been ruining the game by getting too much money and that only a 
hard line against such excesses” would stop that.71

Picketing is one of the first activities occurring during a strike. The purpose of picketing g
is to inform the public about the existence of the labor dispute and often to encourage others 
to refrain from doing business with the employer against whom the employees are striking.

Employers can make several responses when they become the object of a strike. One 
is to halt their operations until the strike is over. A second is to contract out work dur-
ing the duration of the strike in order to blunt the effects of the strike on the employer. 
A third alternative is for the employer to continue operations, perhaps using supervisors 
and other nonstriking workers to fill in for the striking workers. A fourth alternative
is to hire replacements for the strikers. In an economic strike, such replacements can 
be deemed permanent and would not have to be let go to make room for strikers who 
decided to return to work. If the strike were an unfair labor practice strike, the strikers
would be entitled to return to their jobs if the employer makes an unconditional offer for 

fact-finder
In labor relations, a neutral party 
who studies the issues in a dispute 
and makes a public recommendation 
for a reasonable settlement.

arbitration
The most definitive type of third-
party intervention, in which the 
arbitrator often has the power to 
determine and dictate the settle-
ment terms.

economic strike
A strike that results from a failure 
to agree on the terms of a contract 
that involve wages, benefits, and 
other conditions of employment.

unfair labor practice strike
A strike aimed at protesting illegal 
conduct by the employer.

wildcat strike
An unauthorized strike occurring 
during the term of a contract.

sympathy strike
A strike that takes place when 
one union strikes in support of 
another’s strike.
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them to do so. When one airline began giving permanent jobs to 1,500 substitute work-
ers it hired to replace striking mechanics several years ago, the strike basically fell apart.72

Some employers make preparations with special strike security companies to provide 
security during the strike.73

Other Ways to Deal with an Impasse

Management and labor both use other methods to try to break impasses and strikes. 
The union, for example, may resort to a corporate campaign (also called an advocacy ory
comprehensive campaign). This is an organized effort by the union to exert pressure on 
the employer by pressuring the company’s other unions, shareholders, directors, cus-
tomers, creditors, and government agencies, often directly. For example, a member of 
the company’s board of directors might find that the union has organized its members 
to boycott—stop doing business with—the director’s own business. Thus, as part of its 
campaign to organize hourly factory workers at foreign-owned car plants in the United 
States, the UAW picketed U.S. Hyundai, Daimler, Toyota, and Nissan dealerships.74

FIGURE 13.6
Form to Request 
Mediation Services

Source: Federal Mediation and
Conciliation Service.

boycott
The combined refusal by employees 
and other interested parties to buy 
or use the employer’s products.
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Inside games are union efforts to convince employees to impede or to disrupt pro-
duction. They might do this, for example, by slowing the work pace, refusing to work 
overtime, holding sickouts, or refusing to do work without receiving detailed instructions
from supervisors (even though such instruction had not previously been required).

Employers can try to break an impasse with lockouts. A lockout is a refusal by the
employer to provide opportunities to work. The company (often literally) locks out em-
ployees and prohibits them from doing their jobs (and thus from being paid). Faced 
with a new contract that might slash their wages by 50%, Canadian Auto Workers Union 
employees from a local Caterpillar plant found themselves locked out after six months of 
negotiations failed to produce a settlement.75

The NLRB views a lockout as an unfair labor practice only when the employer acts 
for a prohibited purpose. It is not a prohibited purpose to try to bring about a settle-
ment of negotiations on terms favorable to the employer. However, employers are usu-
ally reluctant to cease operations when employees are willing to continue working (even 
though there may be an impasse at the bargaining table).

Employers exert pressure in other ways. When Boeing’s union recently resisted ac-
cepting new labor concessions at its assembly facility in Washington, Boeing began ac-
tively considering moving the planned assembly of its new Boeing 777X long-range jet 
to South Carolina. Boeing’s Washington state workers subsequently approved the new 
agreement.76

During the impasse, both employers and unions can seek injunctive relief if they f
believe the other side is taking actions that could irreparably harm the other party. To 
obtain such relief, the NLRB must show the district court that an unfair labor practice—
such as interfering with the union organizing campaign—if left unremedied, will irrepa-
rably harm the other party’s statutory rights. Such relief is requested after the NLRB
issues an unfair labor practices complaint. The injunctive relief is a judicial order calling f
for a cessation of certain actions deemed injurious.77

The Contract Agreement
The contract agreement itself may be 20 or 30 pages long or longer. The main sections of 
a typical contract cover subjects such as:

1. Management rights
2. Union security and automatic payroll dues deduction

An economic strike results 
from a failure to agree on 
the terms of a contract—
from an impasse, in other 
words.
Source: David Bagnall/Alamy.
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lockout
A refusal by the employer to provide 
opportunities to work.
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3. Grievance procedures
4. Arbitration of grievances
5. Disciplinary procedures
6. Compensation rates
7. Hours of work and overtime
8. Benefits such as vacation, holidays, insurance, and pension
9. Health and safety provisions

10. Employee security seniority provisions
11. Contract expiration date

 Watch It
What is it like to actually work with the union? If your professor has chosen to 
assign this, go to www.mymanagementlab.com to watch the video Union–
Management Relations (UPS) and then answer the questions to show what you 
would do in this situation.

Contract Administration: Dealing with Grievances
Signing the labor agreement is not the end of the process, because questions will always 
arise about what various clauses really mean. The grievance process is the process or
steps that the employer and union agreed to follow to ascertain whether some action 
violated the collective bargaining agreement. The grievance process should not rene-
gotiate contracts. Instead, the aim is to clarify what those contract points really mean, 
in the context of addressing grievances regarding things like time off, disciplinary ac-
tion, and pay. When the Cleveland Browns’ head coach fined one of his players $1,701 
for not paying the hotel’s bill for a $3 bottle of water, players quickly filed grievances 
with the NFL.78

Employees will use just about any issue involving wages, hours, or conditions of 
employment as the basis of a grievance. Discipline cases and seniority problems (in-
cluding promotions, transfers, and layoffs) would probably top the list. Others include
grievances growing out of job evaluations and work assignments, overtime, vacations, 
incentive plans, and holidays.

Sometimes the grievance process gets out of hand. For example, members of 
American Postal Workers Union, Local 482, filed 1,800 grievances at the Postal Service’s
Roanoke, Virginia, mail-processing facility (the usual rate is about 800  grievances
per year). The employees apparently were responding to job changes, including trans-
fers triggered by the Postal Service’s efforts to further automate its processes.79

The Grievance Process

Whatever the source of the grievance, many firms today (and virtually all union-
ized ones) do give employees some means through which to air and settle their 
grievances.

Grievance procedures are typically multistep processes. (FedEx’s Guaranteed Fair 
Treatment Process, discussed in Chapter 12, is one example.) A typical first step might 
be to file a form like that in Figure 13.7. Step two might require the grievant to try to 
work out an agreement with his or her supervisor, perhaps with a union officer or col-
league present. Appeals may then go to the supervisor’s boss, then that person’s boss, and
perhaps finally to an arbitrator.

It is generally best, but not always possible, to develop a work environment in which 
grievances don’t occur at all. Doing so depends on being able to recognize, diagnose, and
correct the underlying causes of potential employee dissatisfaction before they become 
grievances. Typical causes include allegedly unfair appraisals, inequitable wages, or poor
communications. Yet, in practice, grievances can be minimized, not eradicated. The fol-
lowing Skills feature presents important guidelines.
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FIGURE 13.7
Sample Grievance Form

Building Your Management Skills:
Guidelines for Handling a Grievance80

One expert has developed a list of supervisor do’s and don’ts as useful guides in
handling grievances.81 Some critical ones include:

Do
• Investigate and handle every case as though it may eventually result in an arbitration 

hearing.
• Talk with the employee about his or her grievance; give the person a full hearing.
• Require the union to identify specific contractual provisions allegedly violated.
• Comply with the contractual time limits for handling the grievance.
• Visit the work area of the grievance.
• Determine whether there were any witnesses.
• Examine the grievant’s personnel record.
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WHAT’S NEXT FOR UNIONS?
For years, construction trade unions in western New York State placed a huge inflatable rat 
balloon in front of construction sites that they were targeting. However, they rarely do that 
anymore. As the business manager for the local plumbers union put it, “our philosophy for 
the past 15 years hasn’t created any more market share for us. We have been viewed as trou-
blemakers. . . . Now we are going to use [public relations] to dispel those perceptions.”82

Why the Union Decline?
Union membership has gradually declined in America from about 20% of the workforce
in 1983 (when 17.8 million workers belonged to unions,) to about 11 % (just over 14 mil-
lion workers) in 2013.83

Several factors contributed to this decline (which has actually been going on for about 
60 years). Unions traditionally appealed mostly to blue-collar workers, and the proportion 
of blue-collar jobs has been decreasing as service-sector and white-collar service jobs have 
increased. Furthermore, several economic factors, including intense international compe-
tition, have put unions under further pressure. Globalization increased competition, and
competition increased pressures to cut costs and boost productivity, often by sending jobs 
overseas. Other factors pressuring employers and unions included the deregulation of truck-
ing, airlines, and communications (which again increased competition); and laws (such as 
OSHA, and Title VII) that somewhat substituted for and reduced the need for unions. The 
poor economy hasn’t been good to unions either. It triggered budget cuts in both the public 
and private sectors, prompting anti-union public policy attitudes and the loss of about one 
million public sector union jobs. And bankruptcies, such as those that swept the U.S. airline 
industry, often end with courts imposing less favorable contract terms on union employees.84

For example, a bankruptcy court judge recently gave Patriot Coal Corp. the right to drasti-
cally reduce pay and benefits for thousands of miners, retirees, and dependents.85 The net
effect has been the permanent layoff of hundreds of thousands of union members.

What Are Unions Doing About It?
Of course, unions aren’t sitting idly by. For example, the priorities of the Change to Win 
Coalition (whose members broke off from the AFL-CIO) include making “. . . it our first 
priority to help millions more workers form unions so we can build a strong movement 

• Fully examine prior grievance records.
• Treat the union representative as your equal.
• Hold your grievance discussion privately.
• Fully inform your own supervisor of grievance matters.

Don’t
• Discuss the case with the union steward alone—the grievant should be there.
• Make arrangements with individual employees that are inconsistent with the labor 

agreement.
• Hold back the remedy if the company is wrong.
• Admit to the binding effect of a past practice.
• Relinquish to the union your rights as a manager.
• Settle grievances on the basis of what is “fair.” Instead, stick to the labor agreement.
• Bargain over items not covered by the contract.
• Treat as subject to arbitration claims demanding the discipline or discharge of managers.
• Give long written grievance answers.
• Trade a grievance settlement for a grievance withdrawal (or try to make up for a bad 

decision in one grievance by bending over backward in another).
• Deny grievances on the premise that your “hands have been tied by management.”
• Agree to informal amendments in the contract.

LEARNING OBJECTIVE 6 
Explain why union 
membership dropped, 
and what the prospects 
are for the union
movement.
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for rewarding work in America [and] unite the strength of everyone who works in the 
same industry so we can negotiate with today’s huge global corporations for everyone’s 
benefit.”86

In practice, this means several things. Change to Win will be very aggressive about
trying to organize workers, will focus on organizing women and minority workers, will 
focus more on organizing temporary or contingent workers, and will target specific mul-
tinational companies for international campaigns.87

Unions are in fact becoming more aggressive. For example they are pushing Con-
gress to pass the Employee Free Choice Act. This would make it easier for employees to 
unionize. Instead of secret-ballot elections, the act would institute a “card check” system. 
Here the union would win recognition when a majority of workers signed authorization
cards saying they want the union. Several large companies, including Cingular Wireless, 
have already agreed to the card check process.88 The act would also require binding ar-
bitration to set a first contract’s terms if the company and union can’t negotiate an agree-
ment within 120 days.89 Unions are also using class action lawsuits to support employees
in nonunionized companies, to pressure employers.90 And, unions are cooperating more 
with so-called alternative labor groups, which advocate for improved worker benefits 
and working conditions, but are not unions themselves.91

Finally, unions are becoming more proactive in coordinating their efforts.92 For ex-
ample, in its “Union Cities” campaigns, AFL-CIO planners work with local labor coun-
cils and individual unions to gain the support of a target city’s elected officials. In Los 
Angeles, this helped the service workers’ union organize janitors in that city. Similarly, 
unions are extending their efforts abroad. For example, UNITE, (now part of UNITE 
HERE) used a campaign to coordinate 800 workers at one foreign employer’s distribu-
tion center with other workers at the employer’s New York City headquarters, and with 
local activists and international unions throughout Europe. This forced the employer’s 
parent company, a French conglomerate, to cease resisting the union’s organizing efforts. 
To support its efforts to unionize autoworkers in the United States, the UAW enlisted 
thousands of union members in Brazil to picket Nissan dealerships there.93 The same
is happening in reverse. When Daimler said it was going to phase out producing its “C” 
cars in Germany and begin producing them in the United States, its German union, IG 
Metall, began cooperating with the UAW to unionize Daimler’s American plants.94

Cooperative Clauses
News reports tend to highlight adversarial labor–management relations, but the history 
of labor–management relations is also sprinkled with instances of cooperation.

For example, more than 50 years ago, General Motors and Toyota created a joint ven-
ture they called New United Motor Manufacturing Inc. (NUMMI). NUMMI reopened 
a former GM plant in Fremont, California, that had suffered from such poisonous labor 
relations GM had to close it. The partners hoped to merge GM’s marketing expertise 
with Toyota’s famous team-based management system.95 NUMMI and the UAW agreed
to run the plant based on a new cooperative philosophy. They agreed that management
and labor would work together as a team, give workers a voice in decision making, and
build the highest-quality cars at the lowest cost. For example, NUMMI sent workers to 
Japan for three weeks of training in continuous improvement and teamwork. The former 
GM plant’s 95 job classifications gave way to just three skilled and one unskilled classifi-
cation. Its 2,400 hourly workers were organized around teams of 5 to 10 members who 
rotated among 15 tasks. NUMMI reduced the number of supervisors.96 The plant was
soon very successful (although the parties eventually ended their joint venture).

Since then, many labor–management agreements have included so-called coopera-
tive agreements. These cooperative agreements generally commit union and manage-
ment to adapt one or more cooperative clauses. These clauses included commitments
to adhere to one or more of the following cooperative themes (in descending order of 
frequency-of-mention in the agreements):97

• Intent to cooperate

• A statement of commitment to cooperate
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• Committees to review mutual concerns that arise

• Decisions on traditional issues

• Guarantees of employment security

• Commitments to high-performance practices

• Decisions on strategic issues

• Full cooperation

At one extreme, Alcoa’s agreement contained a full “Cooperative Partnership Clause.” 
This included provisions for joint management–labor decision-making committees, and 
a commitment to maintain employee security under catastrophic market conditions.98

At the other extreme, many contain only a statement of intent to cooperate. The HR in 
Practice feature illustrates another aspect of cooperation.

co-determination
Employees have the legal right to a 
voice in setting company policies. 
Workers elect their own representa-
tives to the supervisory board of the 
employer.

When the United Auto Workers lost an effort to unionize the Volkswagen plant outside
Chattanooga, Tennessee, the vote of 712 to 626 against joining the UAW surprised even 
Volkswagen management.

Perhaps the biggest reason for the surprise was that Volkswagen actually supported
unionizing the plant. Part of the reason Volkswagen supported unionization is because 
it said it wanted to bring to Chattanooga the works councils that it uses successfully in
Germany. A works council is an employee committee that elects representatives who workl
with management to establish policies on things like work hours and dismissal proce-
dures. 99 The works councils meet monthly with managers to discuss topics ranging from
no-smoking policies to layoffs.100 (Co-determination is also the rule in Germany and several 
other countries. Co-determination means employees have the legal right to a voice in 
setting company policies. Workers elect their own representatives to the supervisory board
of the employer.101) As the CEO of Volkswagen Chattanooga said, works councils are the 
“key to our success and productivity.”102

Volkswagen still hopes to bring works councils to its Chattanooga plant, but US labor 
law may stand in the way, unless the plant’s workers vote for a union. Many years ago, 
some employers tried to neutralize legitimate unions by setting up company backed “faux 
unions,” a practice Congress soon outlawed. While works councils are legitimate, most 
experts believe that having nonunion employee representatives bargaining on matters such
as pay and dismissals won’t pass muster with American labor law.

HR IN PRACTICE

Labor-Management Cooperation and Works Councils in America

 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. What do you think accounts for the fact that German 
labor relations seem to be so much more cooperative than in America?

Strategies for Cooperative Labor–Management Relations
What management strategy should an employer follow to foster union-management 
cooperation?

There is little doubt, as one study says, that unions “that have a cooperative relation-
ship with management can play an important role in overcoming barriers to the effective
adoption of practices that have been linked to organizational competitiveness.”103 But as
this same study argues, employers who want to capitalize on that potential must change 
how they think, by avoiding adversarial labor relations and instead emphasizing a coop-
erative partnership.104 Here a strategy that emphasizes the fairness and trust we discussed 
earlier and in Chapter 12 (Maintaining Positive Employee Relations) is probably helpful.

http://www.mymanagementlab.com
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Review

SUMMARY

1. The labor movement is important. About 14.8 mil-
lion U.S. workers belong to unions—around 11.8% 
of the total workforce. In addition to improved wages 
and working conditions, unions seek security when 
organizing. There are five possible arrangements,
including the closed shop, union shop, agency shop,
preferential shop, and maintenance of membership.

2. Findings suggest that engaged employees are less 
likely to support a unionization effort in their compa-
nies, and that unionized employees are less engaged. 
It could be that the same management policies (such 
as guaranteed fair treatment systems and extraor-
dinary employee benefits) “cause” both employee
engagement and non-unionization. On the whole the
findings suggest that whatever improves employee
engagement may also reduce the likelihood of being
unionized.

3. During the period of strong encouragement of 
unions, the Norris-LaGuardia Act and the Wagner 
Act were passed; these marked a shift in labor law 
from repression to strong encouragement of union 
activity. They did this by banning certain types of 
unfair labor practices, by providing for secret-ballot
elections, and by creating the NLRB. The Taft-
Hartley Act enumerated the rights of employees with 
respect to their unions, enumerated the rights of 
employers, and allowed the U.S. president to tempo-
rarily bar national emergency strikes. Among other 
things, it also enumerated certain union unfair labor 
practices. For example, it banned unions from re-
straining or coercing employees from exercising their 
guaranteed bargaining rights. The Landrum-Griffin 
Act reflected the period of detailed regulation of 

internal union affairs. For example, it affirms a mem-
ber’s right to sue his or her union.

4. There are five steps in a union drive and election:
the initial contact, authorization cards, a hearing
with the NLRB, the campaign, and the election itself. 
Remember that the union need only win a majority 
of the votes cast, not a majority of the workers in the t
bargaining unit.

5. Bargaining collectively in good faith is the next step 
if and when the union wins the election. Good faith 
means that both parties communicate and negotiate,
and that proposals are matched with counterpropos-
als. Some hints on bargaining include do not hurry, 
be prepared, find out why, and be a good listener. An 
impasse occurs when the parties aren’t able to move
further toward settlement. Third-party involvement—
namely, arbitration, fact-finding, or mediation—is 
one alternative. Sometimes, though, a strike occurs. 
Responding to the strike involves such steps as shut-
ting the facility, contracting out work, or possibly 
replacing the workers. Boycotts and lockouts are two 
other anti-impasse weapons sometimes used by labor 
and management.

6. Unions are not sitting idly by watching their num-
bers dwindle. For example, Change to Win will be 
very aggressive about trying to organize workers. 
Unions are pushing Congress to pass the Employee 
Free Choice Act. Employers that want to capitalize 
on the potential of improved labor–management re-
lations must change how they think, by avoiding ad-
versarial industrial relations and instead emphasizing
a cooperative partnership.

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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Norris-LaGuardia Act 421
Wagner Act 421
National Labor Relations Board (NLRB) 421
Taft-Hartley Act 422
national emergency strikes 423
Landrum-Griffin Act 423
union salting 425
authorization cards 426
bargaining unit 427
collective bargaining 432
good-faith bargaining 432
voluntary (permissible) bargaining items 433

illegal bargaining items 433
mandatory bargaining items 433
mediation 435
fact-finder 436
arbitration 436
economic strike 436
unfair labor practice strike 436
wildcat strike 436
sympathy strike 436
boycott 437
lockout 438
co-determination 443

DISCUSSION QUESTIONS

13-1. Briefly describe the history and structure of the
U.S. union movement.

13-2. Discuss the nature of the major federal labor
relations laws.

13-3. Discuss the main steps in the collective
bargaining process.

13-4. Explain why union membership dropped, and 
what the prospects are for the union movement.

13-5. Why do employees join unions? What are the 
advantages and disadvantages of being a union 
member?

13-6. What actions might make employers lose 
elections?

13-7. Describe important tactics you would expect the 
union to use during the union drive and election.

13-8. What is meant by good-faith bargaining? Using
examples, explain when bargaining is not in 
good faith.

13-9. Define impasse, mediation, and strike, and 
explain the techniques that are used to overcome 
an impasse.

INDIVIDUAL AND GROUP ACTIVITIES

13-10. You are the manager of a small manufacturing
plant. The union contract covering most of 
your employees is about to expire. Working
individually or in groups, discuss how to prepare 
for union contract negotiations.

13-11. Working individually or in groups, use Internet 
resources to find situations where company 
management and the union reached an impasse 
at some point during their negotiation process, 
but eventually resolved the impasse. Describe the
issues on both sides that led to the impasse. How 
did they move past the impasse? What were the 
final outcomes?

13-12. Several years ago, 8,000 Amtrak workers agreed 
not to disrupt service by walking out, at least not 
until a court hearing was held. Amtrak had asked 
the courts for a temporary restraining order, and 
the Transport Workers Union of America was 
actually pleased to postpone its walkout. The 
workers were apparently not upset at Amtrak, 
but at Congress, for failing to provide enough 

funding for Amtrak. What, if anything, can an 
employer do when employees threaten to go on 
strike, not because of what the employer did, 
but because of what a third party—in this case, 
Congress—has done or not done? What laws
would prevent the union from going on strike in 
this case?

13-13. The Kaiser Permanente Health System is often
held out as an employer with very good labor 
relations. What can you discern from websites 
such as www.kaiserpermanentejobs.org (then 
click Who we are) that might explain such a 
reputation?

13-14. What does www.seiu.org/ tell you about 
this union’s aims and how it intends to
achieve them?

13-15. The PHR and SPHR Knowledge Base Appendix 
(pages 515–523) lists the knowledge someone 
studying for the HRCI certification exam
needs to have in each area of human resource
management (such as in Strategic Management, 
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Workforce Planning, and Human Resource
Development). In groups of four to five students,
do four things: (1) review that appendix now; 
(2) identify the material in this chapter that 
relates to the required knowledge the appendix 
lists; (3) write four multiple-choice exam

questions on this material that you believe would 
be suitable for inclusion in the HRCI exam; and
(4) if time permits, have someone from your
team post your team’s questions in front of the 
class, so the students in other teams can take 
each other’s exam questions.

MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

13-16. Explain in detail each step in a union drive and election.

13-17. Briefly illustrate how labor law has gone through a cycle of repression and 

encouragement.

that the Guild was just trying to delay negotiations until
the current contract expired (at the end of October). As the 
president of the television producers association said, “We 
have had six across-the-table sessions and there was only si-
lence and stonewalling from the WGA leadership. . . . We 
have attempted to engage on major issues, but no dialogue 
has been forthcoming from the WGA leadership. . . . The 
WGA leadership apparently has no intention to bargain in 
good faith.”109 As evidence, the producers claimed that the
WGA negotiating committee left one meeting after less than 
an hour at the bargaining table.

Both sides knew timing in these negotiations was very 
important. During the fall and spring, television series pro-
duction is in full swing. So, a strike now by the writers would 
have a bigger impact than waiting until, say, the summer to 
strike. Perhaps not surprisingly, by January 2008 some move-
ment was discernible. In a separate set of negotiations, the 
Directors Guild of America reached an agreement with the
producers that addressed many of the issues that the writers 
were focusing on, such as how to divide up the new media 
income.110 In February 2008, the WGA and producers finally 
reached agreement. The new contract was “the direct result 
of renewed negotiations between the two sides, which cul-
minated Friday with a marathon session including top WGA 
officials and the heads of the Walt Disney Co. and News 
Corp.”111

Questions
13-18. The producers said the WGA wasn’t bargaining in

good faith. What did they mean by that, and do
you think the evidence is sufficient to support the
claim?

The talks between the Writers Guild of America (WGA) and
the Alliance of Motion Picture & Television Producers (pro-
ducers) started off tense a few years ago, and then got tenser. In 
their first meeting, the two sides got nothing done. As Law &
Order producer Dick Wolf said, “Everyone in the room is r
concerned about this.”105

The two sides were far apart on just about all the issues. 
However, the biggest issue was how to split revenue from new 
media, such as when television shows move on to DVDs or
the Internet. The producers said they wanted a profit-splitting 
system rather than the current residual system. Under the 
residual system, writers continue to receive “residuals,” or
income from shows they write, every time they’re shown 
(such as when Seinfeld appears in reruns, years after the last d
original show was shot). Writers Guild executives did their 
homework. They argued, for instance, that the projections 
showed producers’ revenues from advertising and subscription
fees jumped by about 40% between 2002 and 2006.106 Writers
wanted part of that.

The situation grew tenser. After the first few meet-
ings, one producers’ representative said, “We can see after 
the dogfight whose position will win out. The open ques-
tion there, of course, is whether each of us take several 
lumps at the table, reaches an agreement then licks their 
wounds later—none the worse for wear—or whether we 
inflict more lasting damage through work stoppages that 
benefit no one before we come to an agreement.”107 Even after 
meeting six times, it seemed that “the parties’ only appar-
ent area of agreement is that no real bargaining has yet to 
occur.”108

In October 2007, the Writers Guild asked its members 
for strike authorization, and the producers were claiming 

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

Negotiating with the Writers Guild of America
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13-19. The WGA did eventually strike. What tactics could 
the producers have used to fight back once the
strike began? What tactics do you think the WGA 
used?

13-20. This was basically a conflict between professional
and creative people (the WGA) and TV and movie

producers. Do you think the conflict was therefore
different in any way than are the conflicts between,
say, the auto workers or teamsters unions against
auto and trucking companies? Why?

13-21. What role did negotiating skills seem to play in the
WGA–producers negotiations? Provide examples.

The Grievance

On visiting one of Carter Cleaning Company’s stores, Jenni-
fer was surprised to be taken aside by a long-term Carter em-
ployee, who met her as she was parking her car. “Murray (the 
store manager) told me I was suspended for two days with-
out pay because I came in late last Thursday,” said George. 
“I’m really upset, but around here the store manager’s word
seems to be law, and it sometimes seems like the only way 
anyone can file a grievance is by meeting you or your father
like this in the parking lot.” Jennifer was very disturbed by 
this revelation and promised the employee she would look 
into it and discuss the situation with her father. In the car 
heading back to headquarters she began mulling over what 
Carter Cleaning Company’s alternatives might be.

Questions
13-22. Do you think it is important for Carter Cleaning

Company to have a formal grievance process? Why 
or why not?

13-23. Based on what you know about the Carter Clean-
ing Company, outline the steps in what you think 
would be the ideal grievance process for this
company.

13-24. In addition to the grievance process, can you think 
of anything else that Carter Cleaning Company 
might do to make sure that grievances and gripes 
like this one get expressed and also get heard by top
management?

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company

EXPERIENTIAL EXERCISE
An Organizing Question on Campus112

Purpose: The purpose of this exercise is to give you 
practice in dealing with some of the elements of a union 
organizing campaign.

Required Understanding: You should be familiar
with the material covered in this chapter, as well as the
following incident.

Art Tipton is a human resources director of Pierce 
University, a private university located in a large ur-
ban city. Ruth Ann Zimmer, a supervisor in the main-
tenance and housekeeping services division of the 
university, has just come into his office to discuss her 
situation. Zimmer’s division of the university is respon-
sible for maintaining and cleaning physical facilities of 
the university. Zimmer is one of the department su-
pervisors who supervise employees who maintain and
clean on-campus dormitories.

In the next several minutes, Zimmer proceeds to ex-
press her concerns about a union-organizing campaign
that has begun among her employees. According to 
Zimmer, a representative of the Service Workers Union 
has met with a number of the employees, urging them 
to sign union authorization cards. She has observed 
several of her employees “cornering” other employees
to talk to them about joining the union and urge them 
to sign union authorization (or representation) cards. 

Zimmer even observed this during the working hours 
as employees were going about their normal duties in
the dormitories. Zimmer says a number of employees
have asked her for her opinions about the union. They 
reported to her that several other supervisors in the
department had told their employees not to sign any 
union authorization cards and not to talk about the
union at any time while they were on campus. Zimmer
also reports that one of her fellow supervisors told his 
employees in a meeting that anyone who was caught 
talking about the union or signing a union authoriza-
tion card would be disciplined and perhaps terminated.

Zimmer says that the employees are very dissatis-
fied with their wages and many of the conditions that 
they have endured from students, supervisors, and
other staff people. She says that several employees told 
her that they had signed union cards because they 
believed that the only way university administration 
would pay attention to their concerns was if the em-
ployees had a union to represent them. Zimmer says
that she made a list of employees whom she felt had
joined or were interested in the union, and she could
share these with Tipton if he wanted to deal with them
personally. Zimmer closes with the comment that she 
and other department supervisors need to know what 
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they should do in order to stomp out the threat of 
unionization in their department.

How to Set Up the Exercise/Instructions: Divide the
class into groups of four or five students. Assume that 
you are labor relations consultants retained by the 
college to identify the problems and issues involved 
and to advise Art Tipton about what to do next. Each

group will spend about 45 minutes discussing the issues 
and outlining those issues as well as an action plan for 
Tipton. What should he do now?

If time permits, a spokesperson from each group
should list on the board the issues involved and the group’s 
recommendations.

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

ENDNOTES
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OVERVIEW: 
In this chapter, we will cover . . .

■ EMPLOYEE SAFETY AND HEALTH: AN INTRODUCTION

■ WHAT CAUSES ACCIDENTS?

■ HOW TO PREVENT ACCIDENTS

■ EMPLOYEE ENGAGEMENT GUIDE FOR MANAGERS: 
Milliken & Company—World-Class Safety Through 
Employee Engagement

■ WORKPLACE HEALTH: PROBLEMS AND REMEDIES

■ OCCUPATIONAL SECURITY AND RISK MANAGEMENT

Improving 
Occupational Safety, 
Health, and Risk 
Management14

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

 1. Discuss OSHA and how it operates.
 2. Explain in detail three basic causes of accidents.
 3. Explain how to prevent accidents at work.
 4. Describe how one company uses employee engagement 

to improve workplace safety.
 5. Discuss major health problems at work and how to 

remedy them.
 6. Discuss the main elements in an occupational security 

and risk management program.

MyManagementLab®

When you see this icon, visit 

www.mymanagementlab.com for 

activities that are applied, personalized, 

and offer immediate feedback.

Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Chapter 14 Warm Up.
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loved ones. More than 80% of the workers in one survey ranked workplace safety more
important than minimum wages, sick days, and maternity leave.4 Safety also affects costs
and profits, as the accompanying HR as a Profit Center feature illustrates.

INTRODUCTION

Janet felt awful. She’d been store manager of the QuickClean Drycleaning 
store for three years, and no one had ever had a serious accident. But
today Moe the cleaner-spotter was cleaning a garment and the cleaning 
chemical sprayed in his eyes; they had to rush him to the emergency
room. Janet had to figure out how to make sure something like that didn’t 
happen again.

EMPLOYEE SAFETY AND HEALTH:  
AN INTRODUCTION
Why Safety Is Important
Safety and accident prevention concern managers for several reasons, one of 
which is the staggering number of workplace accidents. In one recent year,
4,405 U.S. workers died in workplace incidents,1 and workplace accidents 
caused about 3 million occupational injuries and illnesses.2 Such figures 
probably underestimate injuries and illnesses by two or three times.3 And 
they ignore the hardships the accidents cause to the employee and his or her

HR AS A PROFIT CENTER

Improving Safety Boosts Profits

Many people assume that economizing on safety programs cuts costs, but that’s not really
the case. Poor safety and the injuries and illnesses it causes actually drive up costs, such as
medical expenses, workers’ compensation, and lost productivity.5 Poor safety practices even 
raise wage rates: wage rates are higher on riskier jobs, other things equal.6

For example, one study found a 9.4% drop in injury claims and a 26% average savings 
on workers’ compensation costs over four years in companies inspected by California’s oc-
cupational safety and health agency, with no apparent adverse effect on the companies’
sales, credit rating, or employment.7 A survey of chief financial officers concluded that for 
every one dollar invested in injury prevention, the employer earns two dollars. Forty percent
of the chief financial officers said “productivity” was the top benefit of effective workplace 
safety.8 One forest products company saved over $1 million over five years by investing only
about $50,000 in safety improvements and employee training. In the United States, work-
related hearing loss costs employers about $242 million a year in workers’ compensation
claims alone, costs that are probably avoidable through earmuffs, earplugs, and training.9

So ironically, one of the easiest ways to cut costs and boost profits is to improve safety.

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. Assuming this is true, why do so many employers appar-
ently cut corners on safety?

Management’s Role in Safety
Safety always starts at the top. Telling supervisors to “watch for spills” and employees to 
“work safely” is futile unless everyone knows management is serious about safety.10 B A S E
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LEARNING OBJECTIVE 1
Discuss OSHA and how it 
operates.

Source: Photodisc/Getty Images.
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Historically, for instance, DuPont’s accident rate has been much lower than that of 
the chemical industry as a whole. This good safety record is partly due to an organiza-
tional commitment to safety, which is evident in the following description:

One of the best examples I know of in setting the highest possible priority for safety 
takes place at a DuPont Plant in Germany. Each morning at the DuPont Polyester and 
Nylon Plant, the director and his assistants meet at 8:45 to review the past 24 hours.
The first matter they discuss is not production, but safety. Only after they have ex-
amined reports of accidents and near misses and satisfied themselves that corrective 
action has been taken do they move on to look at output, quality, and cost matters.11

The employer should institutionalize its commitment with a safety policy, publicize it,
and give safety matters high priority.12 Georgia-Pacific reduced its workers’ compensa-
tion costs by requiring that managers halve accidents or forfeit 30% of their bonuses.
ABB Inc. requires its top executives to make safety observation tours of the company’s
facilities, sites, and projects at least quarterly.13 The first-line supervisor also plays a vital
role in safety, as the HR Tools feature illustrates.

Occupational Safety  
and Health Act of 1970
The law passed by Congress in 1970 
“to assure so far as possible every 
working man and woman in the 
nation safe and healthful working 
conditions and to preserve our 
human resources.”

HR TOOLS FOR LINE MANAGERS  
AND SMALL BUSINESSES

The Supervisor’s Role in Accident Prevention

After inspecting a work site in which workers were installing sewer pipes in a 4-foot trench,
the OSHA inspector cited the employer for violating the OSHA rule requiring employers to 
have a “stairway, ladder, ramp or other safe means of egress.”14 In the event the trench 
caved in, workers needed a quick way out.

As in most such cases, the employer had the primary responsibility for safety, but the 
local supervisor was responsible for day-to-day inspections. Here, the supervisor did not 
properly do his daily inspection. The trench did cave in, injuring workers (and, secondarily, 
costing his company many thousands of dollars).

Whether you’re the manager in the IT department of a Fortune 500 company or man-
aging an excavation or dry cleaning store, daily safety inspections should always be part of 
your routine. As one safety recommendation recently put it, “a daily walk-through of your 
workplace—whether you are working in outdoor construction, indoor manufacturing, or 
any place that poses safety challenges—is an essential part of your work.”15

What to look for depends on the workplace for which you’re responsible. For example, con-
struction sites and dry cleaning stores have hazards all their own. But in general you can use a 
checklist of unsafe conditions such as the one in Figure 14.4 (pages 458–460) to  spot problems.

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following question. Please stop what you are doing and look around the 
immediate area where you are now: List four potential safety hazards. How could Janet
(from the chapter opener) use Figure 14.4 now?

A Manager’s Briefing on Occupational Law
Congress passed the Occupational Safety and Health Act of 197016 “to assure so far
as possible every working man and woman in the nation safe and healthful working 
conditions and to preserve our human resources.” The act covers most employers. The 
main employers it doesn’t cover are self-employed persons, farms employing only the 
employer’s immediate family members, and certain workplaces protected by other fed-
eral agencies or statutes. The act covers federal agencies. It usually doesn’t apply to state 
and local governments in their role as employers.

http://www.mymanagementlab.com


452   PART 5 • EMPLOYEE AND LABOR RELATIONS

The act created the Occupational Safety and Health Administration (OSHA)
within the Department of Labor. OSHA’s basic purpose is to administer the act and to 
set and enforce the safety and health standards that apply to almost all workers in the 
United States. Recently, OSHA had about 2,200 inspectors working from branch of-ff
fices throughout the country.17 With a limited number of inspectors, OSHA recently 
has focused on “fair and effective enforcement,” combined with outreach, education and 
compliance assistance, and various OSHA–employer cooperative programs (such as its 
Voluntary Protection Programs).18

OSHA Standards and Record Keeping

OSHA operates under the “general duty clause” that each employer

shall furnish to each of his [or her] employees employment and a place of employ-
ment which are free from recognized hazards that are causing or are likely to cause 
death or serious physical harm to his [or her] employees.

To carry out this basic mission, OSHA is responsible for promulgating enforceable 
standards. The standards cover just about every conceivable hazard, in detail. Figure 14.1 
shows part of the standard governing scaffold handrails.

Under OSHA, employers with 11 or more employees must maintain a record of, and 
report, occupational injuries and occupational illnesses. An occupational illness is any 
abnormal condition or disorder caused by exposure to environmental factors associated 
with employment. This includes acute and chronic illnesses caused by inhalation, ab-
sorption, ingestion, or direct contact with toxic substances or harmful agents.

As summarized in Figure 14.2, employers must report all occupational illnesses.19

They must also report most occupational injuries, specifically those that result in medi-
cal treatment (other than first aid), loss of consciousness, restriction of work (one or 
more lost workdays), restriction of motion, or transfer to another job.20 If an on-the-job 
accident results in the death of an employee or in the hospitalization of five or more em-
ployees, all employers, regardless of size, must report the accident to the nearest OSHA 
office.21 OSHA’s latest record-keeping rules streamline the job of reporting occupational 
injuries or illnesses.22

OSHA Inspections and Citations
OSHA enforces its standards through inspections and (if necessary) citations. The in-
spection is usually unannounced. OSHA may not conduct warrantless inspections with-
out an employer’s consent.23

Inspection Priorities

However, OSHA still makes extensive use of inspections, taking a “worst-first” approach 
to setting priorities. Priorities include, from highest to lowest, imminent dangers, catas-
trophes and fatal accidents, employee complaints, high-hazard industries inspections, 
and follow-up inspections.24 In one recent year, there were a total of about 95,000 federal 
or state OSHA safety inspections.25

The Inspection

OSHA inspectors look for violations of all types, but some potential problem areas—
such as scaffolding, fall protection, and inadequate hazard communications—grab more 
of their attention.

FIGURE 14.1
OSHA Standards Example

Source: Occupational Safety and
Hazard Administration (OSHA).

Guardrails not less than 2" × 4" or the equivalent and not less than 36" or more than 42"

high, with a midrail, when required, of a 1" 3 4" lumber or equivalent, and toeboards,

shall be installed at all open sides on all scaff offff lds more than 10 feet above the ground 

or fl ofl or. ToeTT boards shall be a minimum of 4" in height. Wire mesh shall be installed in

accordance with paragraph [a] [17] of this section.
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After the inspector submits the report to the local OSHA office, the area director 
determines what citations, if any, to issue. The citations inform the employer and em-
ployees of the regulations and standards that have been violated and of the time set for 
rectifying the problem.

Penalties

OSHA can also impose penalties. In general, OSHA calculates these based on the viola-
tion’s gravity, but it also usually considers factors like the size of the business, the firm’s
compliance history, and the employer’s good faith. Penalties generally range from $5,000
up to $70,000 for willful or repeat serious violations (although they can be in the mil-
lions). The OSHA area director may enter into settlement agreements that revise cita-
tions and penalties to avoid prolonged legal disputes. Therefore, many cases are settled
before litigation. OSHA then issues the citation and agreed-on penalties simultaneously,
after the employers initiate negotiation settlements.26

In practice, OSHA must have a final order from the independent Occupational 
Safety and Health Review Commission (OSHRC) to enforce a penalty. An employer can 
drag out an appeal for years.

Inspectors and their superiors don’t look just for specific hazards but also for a com-
prehensive safety approach. For example, factors contributing to a firm’s OSHA liability 
include lack of a systematic safety approach; sporadic or irregular safety meetings; lack 
of responsiveness to safety audit recommendations; and failure to inspect the workplace
regularly.27

Some employers understandably view OSHA inspections with some trepidation. 
However, the inspection tips in Figure 14.3—such as “check the inspector’s credentials” 
and “accompany the inspector and take detailed notes”—can help ensure a smooth in-
spection.28 The accompanying HR Tools feature explains how small businesses can get 
assistance from OSHA.

FIGURE 14.2
What Accidents Must 
Be Reported under the 
Occupational Safety 
and Health Act (OSHA)?

Note: A case must involve
a death, an illness, or an
injury to an employee.

An injury that
involves

An illnessA death

If a case

Does not result
from a work accident
or from an exposure

in the work
environment

Medical
treatment

(other than
first aid)

Then case
is not
to be

recorded

Loss of
consciousness

Restriction
of work

or motion

Then case
must be
recorded

TransfTT er toff
another job

None of
these

Results from a work
accident or from an

exposure in the
work environment

and is

citations
Summons informing employers 
and employees of the regulations 
and standards that have been 
violated in the workplace.
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OSHA Responsibilities and Rights of Employers and Employees
Both employers and employees have responsibilities and rights under the Occupational 
Safety and Health Act. For example, employers are responsible for providing “a workplace
free from recognized hazards,” for being familiar with mandatory OSHA standards, and 
for examining workplace conditions to make sure they conform to applicable standards
(see poster on p. 455).

Employees also have rights and responsibilities, but OSHA can’t cite them for vio-
lations of their responsibilities. They are responsible, for example, for complying with 
all applicable OSHA standards, for following all employer safety and health rules and 
regulations, and for reporting hazardous conditions to the supervisor. Employees have a 
right to demand safety and health on the job without fear of punishment. Employers are 
forbidden to punish or discriminate against workers who complain to OSHA about job 
safety and health hazards.29 However, employers must make “a diligent effort to discour-
age, by discipline if necessary, violations of safety rules by employees.”30

FIGURE 14.3
OSHA Inspection Tips

Initial Contact
• Refer the inspector to your OSHA coordinator.
• Check the inspector’s credentials.
• Ask why he or she is inspecting. Is it a complaint? Programmed visit? Fatality or 

accident follow-up? Imminent danger investnn igation?
• If the inspection is the result of a complaimm nt, the inspector won’t identify theff

complainant, but you are entitled to know whether the person is a current employee.
• Notify yoff ur OSHA counsel, who should review all requests froff m the inspector forff

documents and information. YoYY ur counsel also should review the documents and

information you provide to the inspector.

Opening Conference
• Establish ta he focus and scope of the planned inspection: Does the inspector want to 

inspect the premises or simply study your rmm ecords?
• Discuss the procedures for protecting trade-secret areas, conducting employee

interviews, and producing documents.
• Show the inspector that you have safety programs in place. He or she may noaa t go to the

work fl ofl or if paperwork is complete and up-to-date.aa

Walk-Around Inspection
• Accompany the inspector and take detailed notes.
• If the inspector takes a photo or video, you should too.
• Ask the inspector for duplicates of all physical samples and copies of all test results.
• Be helpful and cooff peratiaa ve, but don’t volunteer information.
• To the extenTT t possible, immediately correct any violann tioaa n the inspector identifi efi s.

HR TOOLS FOR LINE MANAGERS 
AND SMALL BUSINESSES

Free On-Site Safety and Health Services

Small businesses have unique challenges when it comes to managing safety. Without HR or 
safety departments, they often don’t know where to turn for safety advice.31

OSHA provides free on-site safety and health services for small businesses. This ser-
vice uses safety experts from state agencies and provides consultations, usually at the em-
ployer’s workplace. According to OSHA, this safety and health consultation program is 
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completely separate from the OSHA inspection effort, and no citations are issued or penal-
ties proposed.

The employer triggers the process by requesting a voluntary consultation. There is then
an opening conference with a safety expert, a walk-through, and a closing conference at
which the employer and safety expert discuss the latter’s observations. The consultant pro-
vides a detailed report explaining the findings. The employer’s only obligation is to commit 
to correcting serious job safety and health hazards in a timely manner.

OSHA also has a website called “OSHA’s $afety Pays Program” www.osha.gov/dcsp/
smallbusiness/safetypays/estimator.html. Use its pull-down window and choose a potential 
injury or illness such as “Burns.” After entering some other data (such as potential number 
of injuries), this tool will reveal the estimated cost of the specific occupational injury or ill-
ness, and the estimated impact on your company’s profits.

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Write a short description on this theme: “How a small business 
owner can make use of OSHA’s $afety Pays website.”

http://www.mymanagementlab.com
www.osha.gov/dcsp/smallbusiness/safetypays/estimator.html
www.osha.gov/dcsp/smallbusiness/safetypays/estimator.html
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WHAT CAUSES ACCIDENTS?
There are three basic causes of workplace accidents: chance occurrences, unsafe condi-
tions, and employees’ unsafe acts. Chance occurrences (such as walking past a tree just 
when a branch falls) are more or less beyond management’s control. We will therefore
focus on unsafe conditions and unsafe acts.

Unsafe Working Conditions
Unsafe conditions are one main cause of accidents. These include:

• Faulty scaffolds

• Improperly guarded equipment

• Frayed wiring

• Unsafe storage, such as overloading

• Improper illumination

• Improper ventilation

The basic remedy here is to eliminate or minimize the unsafe 
conditions. OSHA standards address potentially accident-causing 
mechanical and physical working conditions like these. The 
manager can also use a checklist of unsafe conditions, as in the 
figure and feature on pages 458–461. The Environmental Health 
and Safety (EHS) Today magazine website (http://ehstoday.com/) 
is another good source for safety, health, and industrial hygiene 
information.

Although accidents can occur anywhere, there are some high-
danger zones. Many industrial accidents occur around forklift
trucks, wheelbarrows, and other handling and lifting areas. The
most serious accidents usually occur near metal and woodwork-
ing machines and saws, or around transmission machinery such as
gears, pulleys, and flywheels.

Safety Climate

After BP’s Gulf of Mexico rig exploded several years ago, critics al-
leged that rig managers had ignored numerous warning signs and 
taken a lax approach to safety.

But not all causes of accidents are obvious. Sometimes the
workplace suffers from a toxic “safety climate,” in other words, from
a set of mostly psychological factors that set the stage for employees
to act unsafely.

One early study focused on the fatal accidents suffered by off-ff
shore British oil workers in the North Sea.32 Employees who are 
under stress, a strong pressure to quickly complete the work, and,
generally, a poor safety climate—for instance, supervisors who
never mention safety—were some of the not-so-obvious working 

conditions that set the stage for oil rig accidents.
The participants in another safety climate study were nurses working in 42 large U.S.

hospitals. The researchers measured safety climate with items like “the nurse manager 
on this unit emphasizes safety.” The results revealed that “safety climate predicted medi-
cation errors, nurse back injuries, urinary tract infections, [and] patient satisfaction.”33

Other Working Condition Factors

Work schedules and fatigue also affect accident rates. Accident rates usually don’t in-
crease too noticeably during the first five or six hours of the workday, but after six hours, 
the accident rate accelerates. This is due partly to fatigue and partly to the fact that acci-
dents occur more often during night shifts. With reduced headcounts, employee fatigue 
is rising.34 Many employers are banning mandatory overtime.
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People usually cause 
accidents, and no one
has a surefire way to
eliminate an unsafe act.
Source: Thieury/Shutterstock

LEARNING OBJECTIVE 2 
Explain in detail three 
basic causes of accidents.

http://ehstoday.com/
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Accidents also occur more frequently in plants with a high seasonal layoff rate, hos-
tility among employees, and blighted living conditions. Temporary stress factors such as
high workplace temperature, poor illumination, and a congested workplace also relate to 
accident rates.

Unsafe Acts
In practice, it’s impossible to eliminate accidents just by reducing unsafe conditions. Peo-
ple usually cause accidents, and no one has a surefire way to eliminate unsafe acts such as:

• Throwing materials

• Operating or working at unsafe speeds

• Making safety devices inoperative by removing, adjusting, or disconnecting them

• Lifting improperly

There is no one explanation for why an employee may behave in an unsafe man-
ner. Sometimes, as noted, the working conditions may set the stage for unsafe acts. For 
instance, stressed-out oil rig employees may behave unsafely even if they know better.
Sometimes, employees aren’t trained adequately in safe work methods; some companies
don’t supply employees with the right safe procedures, and employees may simply de-
velop their own (often bad) work habits.35

What Traits Characterize “Accident-Prone” People?
It may seem intuitively obvious that some people are simply accident prone, but the 
research is mixed.36 On closer inspection, some apparently accident-prone people were 
just unlucky, or may have been more meticulous about reporting their accidents.37 How-
ever, there is evidence that people with specific traits may indeed be accident prone. For
example, people who are impulsive, extremely extroverted, and less conscientious (less
fastidious and dependable) have more accidents.38

Furthermore, the person who is accident prone on one job may not be so on a dif-ff
ferent job. Driving is one example. Personality traits that correlate with filing vehicular 
insurance claims include entitlement (“bad drivers think there’s no reason they should t
not speed or run lights”); impatience (“drivers with high claim frequency were ‘always 
in a hurry’”); aggressiveness (“always the first to want to move when the red light turns 
green”); and distractibility (“easily and frequently distracted by cell phones, eating, drinky -
ing, and so on”). A study in Thailand similarly found that drivers who are naturally com-
petitive and prone to anger are particularly risky drivers.r 39

HOW TO PREVENT ACCIDENTS
In practice, accident prevention boils down to: (1) reducing unsafe conditions and (2) re-
ducing unsafe acts. In large firms, the chief safety officer (often called the “environmental 
health and safety officer”) is responsible for this.40 In smaller firms, managers, including 
those from human resources, plant management, and first-line managers, share these
responsibilities.

Reduce Unsafe Conditions
Reducing unsafe conditions is always an employer’s first line of defense in accident pre-
vention. Safety engineers should design jobs to remove or reduce physical hazards. For 
example, slippery floors in commercial kitchens often cause slips and falls. Employers
work with safety engineers to “engineer out” potentially hazardous conditions like these, 
for instance, by placing non-slip mats in kitchens, or guardrails around moving ma-
chines. For machinery, for example, employees can use emergency stop devices like the 
one shown in the photo below to cut power to hazardous machines.41 Lockout/tagout
is a formal procedure to disable equipment, such as power saws, to avoid unexpected 
releases of electrical or other energy. It involves disarming the device and affixing a “dis-
abled” tag to the equipment.42 The manager can use checklists such as that in Figure 14.4 
and in the accompanying Management Skills feature to identify hazardous conditions.

 B A S E

K
N

O

WLED
G

E 

LEARNING OBJECTIVE 3
Explain how to prevent 
accidents at work.
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FIGURE 14.4
Supervisor’s Safety
Checklist

Source: Office of the Chief 
Information Officer, United 
States Department of 
Commerce. http://ocio.os.doc.
gov/s/groups/public/@doc/@
os/@ocio/@oitpp/documents/
content/dev01_002574.pdf, 
accessed October 15, 2013.

(continued)

http://ocio.os.doc.gov/s/groups/public/@doc/@os/@ocio/@oitpp/documents/content/dev01_002574.pdf
http://ocio.os.doc.gov/s/groups/public/@doc/@os/@ocio/@oitpp/documents/content/dev01_002574.pdf
http://ocio.os.doc.gov/s/groups/public/@doc/@os/@ocio/@oitpp/documents/content/dev01_002574.pdf
http://ocio.os.doc.gov/s/groups/public/@doc/@os/@ocio/@oitpp/documents/content/dev01_002574.pdf
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(continued)

FIGURE 14.4
(continued)dd
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FIGURE 14.4
(continued)dd

Building Your Management Skills:
Checklist of Mechanical or Physical Accident-Causing Conditions43

I. GENERAL HOUSEKEEPING
• Adequate and wide aisles—no materials protruding into aisles
• Parts and tools stored safely after use—not left in hazardous positions that 

could cause them to fall
• Even and solid flooring—no defective floors or ramps that could cause falling

or tripping accidents
• Waste and trash cans—safely located and not overfilled
• Material piled in safe manner—not too high or too close to sprinkler heads
• All work areas clean and dry
• All exit doors and aisles clean of obstructions
• Aisles kept clear and properly marked; no air lines or electric cords across aisles

II. MATERIAL HANDLING EQUIPMENT AND CONVEYANCES
  On all conveyances, electric or hand, check to see that the following items are 

all in sound working condition:
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• Brakes—properly adjusted
• Not too much play in steering wheel
• Warning device—in place and working
• Wheels—securely in place; properly inflated
• Fuel and oil—enough and right kind
• No loose parts
• Cables, hooks, or chains—not worn or otherwise defective
• Suspended chains or hooks
• Safety loaded
• Properly stored

III. LADDERS, SCAFFOLDS, BENCHES, STAIRWAYS, ETC.

    The following items of major interest to be checked:
• Safety feet on straight ladders
• Guardrails or handrails
• Treads, not slippery
• No splintered, cracked, or rickety stairs
• Ladders properly stored
• Extension ladder ropes in good condition
• Toeboards

IV. POWER TOOLS (STATIONARY)
• Point of operation guarded
• Guards in proper adjustment
• Gears, belts, shafting, counterweights guarded
• Foot pedals guarded
• Brushes provided for cleaning machines
• Adequate lighting
• Properly grounded
• Tool or material rests properly adjusted
• Adequate work space around machines
• Control switch easily accessible
• Safety glasses worn
• Gloves worn by persons handling rough or sharp materials
• No gloves or loose clothing worn by persons operating machines

V. HAND TOOLS AND MISCELLANEOUS
• In good condition—not cracked, worn, or otherwise defective
• Properly stored
• Correct for job
• Goggles, respirators, and other personal protective equipment worn where

necessary

VI. SPRAY PAINTING
• Explosion-proof electrical equipment
• Proper storage of paints and thinners in approved metal cabinets
• Fire extinguishers adequate and suitable; readily accessible
• Minimum storage in work area

VII. FIRE EXTINGUISHERS
• Properly serviced and tagged
• Readily accessible
• Adequate and suitable for operations involved
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Job Hazard Analysis

A Yale University science student was injured critically when her hair became
caught in a spinning lathe. Job hazard analysis is a systematic approach to
identifying and eliminating hazards before they occur. According to OSHA,
job hazard analysis “focuses on the relationship between the worker, the task, 
the tools, and the work environment,” and ends by reducing the potential
risks to acceptable levels.44

Consider a safety analyst looking at the Yale science lab, with the aim of 
identifying potential hazards. Performing a job hazard analysis here might 
involve looking at the situation and asking these questions:

• What can go wrong? A student’s hair or clothing could touch the lathe, 
a rotating object that “catches” it and pulls it into the machine.

• What are the consequences? The student could receive a severe injury 
as his or her body part or hair is drawn in to the spinning lathe.

• How could it happen? The accident could happen as a result of the 
student leaning too close to the lathe while working at the bench, or
walking too close to the lathe, or bending to reach for an article that fell
close to the lathe.

• What are other contributing factors? Speed is one contributing factor. 
The problem would occur so quickly that the student would be unable
to take evasive action once the lathe ensnarled the hair.

job hazard analysis
A systematic approach to identifying 
and eliminating hazards before they 
occur, and focuses on the relation-
ship between the worker, the task, 
the tools, and the work environment 
and ends by reducing the potential 
risks to acceptable levels.

operational safety reviews
Reviews conducted by agencies 
to ascertain whether units under 
their jurisdiction are complying 
with all the applicable safety laws, 
regulations, orders, and rules.

For machinery, for
example, employees 
can use emergency stop 
devices to cut power to 
hazardous machines.
Source: AdShooter/Getty Images.

The job hazard analysis should provide the basis for creating countermeasures. 
Given the speed with which any such accident would occur, it’s unlikely that training by 
itself would suffice. Instead, the lathe area should be ensconced in its own protective cas-
ing, and changes made to ensure that the lathe can’t spin unless the student takes action
via a foot pedal to keep the lathe power on.

Operational Safety Reviews

After a nuclear power plant in northern Japan exploded in 2011, many wondered if the 
International Atomic Energy Agency (IAEA) had conducted the necessary operational
safety review. Operational safety reviews are conducted by agencies to ascertain whether 
units under their jurisdiction are complying with all the applicable safety laws, regula-
tions, orders, and rules. For example, under IAEA’s Operational Safety Review Program,
“international teams of experts conduct in-depth reviews of operational safety perfor-
mance at a nuclear power plant.”45

Provide Personal Protective Equipment
Prevent Blindness America estimates that each year, more than 700,000 Americans in-
jure their eyes at work, and that employers could avoid 90% of these injuries with safety 
eyewear.46

After taking steps to eliminate unsafe conditions, management can turn its atten-
tion to providing workers with personal protective equipment (PPE). Note, though, that 
reducing unsafe conditions (such as enclosing noisy equipment) is always the first line 
of defense. Then use administrative controls (such as job rotation to reduce long-term
exposure to the hazard). Only then turn to PPE.47

Getting employees to wear personal protective equipment is famously difficult.48 In
addition to providing reliable protection, protective gear should fit properly; be easy to
care for, maintain, and repair; be flexible and lightweight; provide comfort and reduce 
heat stress; have rugged construction; and be relatively easy to put on and remove.49

Diversity Counts
Protecting Vulnerable Workers

In designing safe and healthy environments, employers should pay special attention to 
vulnerable workers, such as young, immigrant, aging, and women workers.50 (The Fair
Labor Standards Act strictly limits young people’s exposure to dangerous jobs, but about 
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64 workers under age 18 died from work-related injuries in one 
recent year.51) For example, as the CEO of one safety engineering
company said, “For decades, women essentially were ignored when 
it came to designing eye and face protection.” Today, more products 
are available in smaller sizes.52

Similarly, with more workers postponing retirement, older 
workers are doing more manufacturing jobs.53 They can do these 
jobs effectively. However, there are numerous potential physical 
changes associated with aging, including loss of strength, loss of 
muscular flexibility, and reduced reaction time.54 This means that 
employers should make special provisions such as designing jobs to
reduce heavy lifting, and boosting lighting levels.55 The fatality rate 
for older workers is about three times that of younger workers.56

Reduce Unsafe Acts
Human misbehavior can short-circuit even the best safety efforts.
Sometimes the misbehavior is intentional, like disconnecting a 
safety switch, but often it’s not. For example, not noticing moving or
stationary objects or that a floor is wet often causes accidents.57 And, 
ironically, “making a job safer with machine guards or PPE lowers
people’s risk perceptions and thus can lead to an increase in at-risk 
behavior.”58

Unfortunately, just telling employees to “pay attention” is usu-
ally not enough. The manager should take specific steps as follows.

Screen to Reduce Unsafe Acts
Psychologists have had success in screening out individuals who
might be accident prone for some specific job. The basic technique 

is to identify the human trait (such as visual skill) that might relate to accidents on the 
specific job. Then determine whether scores on this trait predict accidents on the job. For
example, screening prospective delivery drivers for traits like impatience and aggressive-
ness might be sensible.59

Provide Safety Training
Safety training reduces unsafe acts, especially for new employees. You should instruct 
employees in safe practices and procedures, warn them of potential hazards, and work 
on developing a safety-conscious attitude. Safety “propaganda” posters can help too.

OSHA’s standards require more than training. Employees must demonstrate that
they actually learned what to do. (For example, OSHA’s respiratory standard requires
that each employee demonstrate how to inspect, put on, and remove respirator seals.60

OSHA has two booklets, “Training Requirements under OSHA” and “Teaching Safety 
and Health in the Workplace.”61) Note, though, that the main aim of safety training is
not to meet OSHA training standards but to reduce accidents. The “least engaging”
(and therefore assumedly least effective) training uses lectures, films, reading materi-
als, and video-based training. The most engaging uses behavioral modeling, simulation,
and hands-on training.62

Improving Performance through HRIS
Internet-Based Safety Improvement Solutions

Employers use the Web to support their safety training. For example, PureSafety (www
.puresafety.com) enables firms to create their own training websites, complete with a 
“message from the safety director.” Once an employer installs the PureSafety website, it 
can populate the site with courses from companies that supply health and safety courses 
via PureSafety.com. PureSafety.com also develops or modifies existing courses for em-
ployers. OSHA, NIOSH (National Institute for Occupational Safety and Health), and 
numerous private vendors also provide online safety training solutions.63

Propaganda such as safety 
posters can help reduce 
unsafe acts. In an early 
study, their use apparently 
increased safe behavior 
by more than 20%.
Source: Mar Photographics/Alamy.
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 Talk About It – 4
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: List six more unsafe incidents you believe might occur in a bakery, 
and a “safe manner” for dealing with each.

When the University of California system wanted to deliver mandated safety train-
ing to its 50,000 employees on 10 different campuses, it developed an online program.
The 2-hour custom online lab safety fundamentals course covers OSHA regulations as 
well as interactive exercises and feedback opportunities for participants.64

Use Posters, Incentives, and Positive Reinforcement
Employers also use various tools to motivate worker safety.65 Safety posters are one, but 
are no substitute for comprehensive safety programs. Employers should combine the
posters with other tools (like screening and training) to reduce unsafe conditions and 
acts, and change the posters often. Posters should be easily visible, legible, and well-lit.66

Incentive programs are also useful.67 Management at Tesoro Corporation’s Golden 
Eagle refinery in California instituted one such plan. Employees earn “WINGS” (an ac-
ronym for Willing Involvement Nurtures Greater Safety) points for engaging in one or 
more specific safety activities, such as taking emergency response training. Employees 
can each earn up to $20 per month by accumulating points.68 The HR in Practice feature 
shows another example.

OSHA might question any safety incentive payment that is so high that the award 
might dissuade reasonable workers from reporting safety problems.69 One option is to
emphasize nonfinancial incentives, like recognition.70 In any case, the incentive program 
needs to be part of a comprehensive safety program.71 The accompanying HR in Practice 
feature describes an actual positive reinforcement safety program.

Many employers use positive reinforcement programs to improve safety. Such programs
provide workers with continuing positive feedback, usually in the form of graphical per-
formance reports and supervisory support, to shape the workers’ safety-related behavior.

Researchers introduced one program in a wholesale bakery.72 The new safety pro-
gram included training and positive reinforcement. The researchers set and communicated
a reasonable safety goal (in terms of observed incidents performed safely). Next, employees
participated in a 30-minute training session by viewing pairs of slides depicting scenes that 
the researchers staged in the plant. One slide, for example, showed the supervisor climb-
ing over a conveyor; the parallel slide showed the supervisor walking around the conveyor. 
After viewing an unsafe act, employees had to describe, “What’s unsafe here?” Then the 
researchers demonstrated the same incident again but performed in a safe manner, and 
explicitly stated the safe-conduct rule (“go around, not over or under, conveyors”).

At the conclusion of the training phase, supervisors showed employees a graph with 
their pretraining safety record (in terms of observed incidents performed safely) plotted. 
Supervisors then encouraged workers to consider increasing their performance to the new 
safety goal for their own protection, to decrease costs, and to help the plant get out of its
last place safety ranking. Then the researchers posted the graph and a list of safety rules.

Whenever observers walked through the plant collecting safety data, they posted on 
the graph the percentage of incidents they had seen performed safely by the group as a 
whole, thus providing the workers with positive feedback. Workers could compare their 
current safety performance with both their previous performance and their assigned goal. 
In addition, supervisors praised workers when they performed selected incidents safely. 
Safety in the plant subsequently improved markedly.

HR IN PRACTICE

Using Positive Reinforcement

http://www.mymanagementlab.com
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Foster a Culture of Safety
Employers and supervisors should create a safety-conscious culture by showing that 
they take safety seriously. One study measured safety culture in terms of questions like 
“my supervisor says a good word whenever he sees the job done according to the safety 
rules” and “my supervisor approaches workers during work to discuss safety issues.” The
workers here developed consistent perceptions concerning their supervisors’ safety com-
mitment. In turn, these workers’ perceptions apparently influenced the workers’ safety 
behavior in the months following the survey.73

According to one safety expert, a workplace with a safety-oriented culture exhibits:

1. Teamwork, in the form of management and employees both involved in safety;
2. Highly visible and interactive communication and collaboration on safety matters;
3. A shared vision of safety excellence (specifically, an overriding attitude that all ac-

cidents and injuries are preventable);
4. Assignment of critical safety functions to specific individuals or teams; andt
5. A continuous effort toward identifying and correcting workplace safety problemst

and hazards.74

Similarly, creating a supportive supervisory environment is important. “Organizations 
can develop a supportive environment by training supervisors to be better leaders, em-
phasizing the importance of teamwork and social support, and establishing the value of 
safety.”75

Establish a Safety Policy
The company’s written safety policy should emphasize that accident prevention is of the
utmost importance at your firm, and that the firm will do everything practical to elimi-
nate or reduce accidents and injuries.

Set Specific Loss Control Goals
Set specific safety goals to achieve. For example, set safety goals in terms of frequency of 
lost-time injuries per number of full-time employees.

Conduct Regular Safety and Health Inspections
Routinely inspect all premises for possible safety and health problems using checklists 
such as those in the Building Your Management Skills feature on pages 460–461 and 
in Figure 14.4 (pages 458–460) as aids. Similarly, investigate all accidents and “near
misses” and have a system in place for letting employees notify management about 
hazardous conditions.76 The term safety audit means two things: It refers to the actualt
safety inspection using a checklist as in Figure 14.4. It also refers to the employer’s 
review and analysis of its safety-related data—for instance, regarding accidents, work-
ers’ compensation claims, and days lost due to injuries. Metrics include, for example, 
include injury and illness rates, workers’ compensation cost per employee, at-risk 
behavior reduction, safety training exercises, and the percentage of conformance to 
safety-critical behaviors.77 Effective safety management means identifying crucial met-
rics like these and then monitoring them. Other metrics might include the level of 
exposure present in the workplace as measured through valid samples, and the rate of 
adverse outcomes, such as injury rates.78

Most safety experts believe unsafe acts account for the vast majority of accidents, and
that the way to address this is to identify and rectify the unsafe acts that employees are 
committing on their jobs. Behavior-based safety means observing the employee’s unsafey
(and safe) on-the-job behaviors and rectifying (through training and or feedback) the
unsafe ones. The process usually begins with having a safety expert and/or safety com-
mittee compile a checklist of safe and unsafe behaviors for each job. Then periodically 
have supervisors or others (1) observe each employee’s on-the-job behavior, (2) complete 
the checklist of safe and unsafe behaviors, and then (3) reinforce the safe ones and rectify 
the unsafe ones.79
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FIGURE 14.5
Steps the Manager Can 
Take to Reduce Accidents

• Reduce unsafe conditions.
• Reduce unsafe acts.
• Use posters and other propaganda.
• Provide safety training.
• Perform a job hazard analysis.
• Conduct operatiaa onal safety reviews.
• Encourage behavior-based safety.yy
• Foster a culture of safety.yy
• Use positive reinforcement.

• Emphasize top-management conn mmitment.nn
• Emphasize safety.yy
• Establish a safety policy.
• Set specific loss control goals.
• Conduct safety and health inspections

regularly.
• Conduct safety awareness programs.
• Establish texting policies.
• Move Beyond Zero Defects.

The Roadway Safety 
Awareness Program
covers trucker safety
issues such as stopping
distances required at 
various speeds.
Source: National Work Zone Safety
Information Clearinghouse, a project of the
American Road & Transportation Builders
Association—Transportation Development
Foundation.

Employers also use safety awareness programs to improve employee safety behavior.
A safety awareness program enables trained supervisors to orient new workers arriv-
ing at a job site regarding common safety hazards and simple prevention methods. For 
example, the Roadway Safety Awareness Program covers trucker safety issues such as 
stopping distances required at various speeds (see the accompanying screen grab).

Organize a Safety Committee
Employee safety committees can improve workplace safety. For example, when airborne 
sawdust became a problem at a Boise Cascade facility, plant management appointed an 
employee safety committee. The committee took on the role of safety watchdog, and 
trained its members in hazard identification. After talking to employees who worked 
with the woodchips where the sawdust originated, the committee members discovered 
the sawdust became airborne as the workers transferred the woodchips from one belt 
to another. They were able to correct the problem quickly.80 The HR in Practice feature 
shows how one company puts these ideas into practice.

Figure 14.5 summarizes these and other safety steps.81

safety awareness program
Program that enables trained 
supervisors to orient new workers 
arriving at a job site regarding 
common safety hazards and simple 
prevention methods.
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EMPLOYEE ENGAGEMENT GUIDE  
FOR MANAGERS
Milliken & Company—World-Class Safety through Employee Engagement
Milliken & Company, founded in 1865, designs, manufactures, and markets chemicals,
floor coverings, protective fabrics, and textiles. The company has about 7,000 employees 
(including 100 PhDs doing innovative research) in more than 39 manufacturing facilities 
and campuses around the world. The privately owned Milliken has received widespread 
honor and recognition for the quality of its innovative products, for its high employee 
engagement, and for its world-class employee engagement-based occupational safety 
program; it’s also the only company to consistently rank as a “most ethical company” 
for 15 years running. 83 A Hay Group survey of Milliken’s employees found an 80% posi-
tive engagement level, based on questions concerning employees’ commitment, pride in
company, and empowerment efforts.84 (In fact, in most Milliken plants, employees run at 
least one shift entirely without a manager.85) Its extraordinarily low workplace illness and
injury rates mean it consistently rates as one of the safest companies in which to work.86

The Milliken Safety Program
The Milliken safety program has several important features. In terms of organization, it’s
run in each plant by 16 Milliken employees on each facility’s Safety Steering Committee, 
which in turn oversees subcommittees for Rules & Procedures, Environmental, Fire & 
Emergency, Process Hazards, Ergonomics, PPE, Material Handling, and On/Off the Job 
Safety Awareness.87

The industrial safety and security manager for the Saudi Petrol Chemical Co., in Jubail City,
Saudi Arabia, says that his company’s excellent safety record results from the fact that “our
employees are champions of safety.”82 Employees are involved in every part of the safety
process. They serve on safety committees, develop and lead daily and monthly safety meet-
ings, and conduct job safety analyses, for instance.

Safety begins with the company’s top management. Senior management representa-
tives serve on the company’s Management Health and Safety Committee. This committee
meets monthly to review incident reports, establish health and safety goals, review safety 
statistics, and endorse and sponsor safety programs.

The firm cultivates its “safety first” culture from the day a new employee arrives at
work. For example, new employees are encouraged to participate in the safety process 
during orientation. Then (about six weeks later) they attend a one-day orientation where 
company officials emphasize the importance of the company’s health, safety, and environ-
mental policies and programs. Employees also participate in monthly departmental training 
sessions to discuss departmental safety issues and safety suggestions. They work with their 
departmental committees to conduct monthly safety audits, to review and document de-
partmental job safety, and to submit safety suggestions (about 60 suggestions are submit-
ted per month). Employees are required to report every safety incident and near miss, and 
more than 600 reports are submitted each year.

HR IN PRACTICE

Safety at Saudi Petrol Chemical

 Talk About It – 5
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Answer this: “Based on what I read so far in this chapter, here is 
why I think this facility has a good safety record.”

LEARNING OBJECTIVE 4
Describe how one 
company uses employee 
engagement to improve 
workplace safety.

http://www.mymanagementlab.com
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The process depends on cascading goals deriving from federal, state, and Milliken
based safety guidelines for its direction; these goals are communicated through weekly 
meetings into specific metrics to be achieved by each plant’s subcommittees (for instance 
in terms of accidents per employee hour worked). Each subcommittee then performs 
weekly audits, to ensure compliance and to ensure the plant’s safety activities are con-
tinuously improved.

The centerpiece of Milliken’s safety process is its involvement-based employee en-
gagement program. Milliken’s safety processes are led almost entirely by Milliken’s emt -
ployees. For example, they staff the steering and safety subcommittee system, submit
“opportunity for improvement” suggestions weekly, review each of these suggestions, 
and provide feedback on every suggestion. Rather than leaving “involvement” and “en-
gagement” as abstract terms, the Milliken program quantifies each employee’s involve-
ment, for instance in terms of serving on safety subcommittees, being a trainer or safety 
subject matter expert, conducting audits, or working on special safety projects.88 Also to
help win engagement, the program empowers employees to influence plant safety, for
instance by training each employee to do his or her “safety job” (for instance serving on
particular subcommittees, or being knowledgeable about safety regulations). All plant
employees are also trained to give and receive peer to peer safety comments, and are
authorized to act on what he or she observes by providing “constructive feedback” or
“appreciative feedback” when observing another employee doing something safely (or
not). Each employee is also trained to use Milliken’s safety tracking mechanism. This tool
helps employees make sure that safety suggestions, safety audit findings, or other safety 
agenda items are tracked and finalized, by giving each a number, the date, and the name
of the responsible Milliken employee.89 Members of each plants employee safety steering
committee investigate all safety incidents to help discover the causes.90 The important 
point is: This is an employee-run program; all employees are highly involved in and
engaged in their plant’s safety program.

Finally, Milliken supports its safety process with a formal celebration and awareness
system. Here Milliken recognizes employees’ safety efforts in celebratory events throughout 
the year, such as having “cheerleaders” provide safety cheers as engineers enter the plant.

Milliken’s engagement-based safety process is so effective that hundreds of other 
companies have visited Milliken’s manufacturing sites to better understand how to
achieve such high safety levels. Milliken even has a special Performance Solutions divi-
sion to help other employers adopt Milliken’s special safety process.91

WORKPLACE HEALTH:  
PROBLEMS AND REMEDIES
Most workplace hazards aren’t obvious ones like unguarded equipment or slippery floors. 
Many are unseen hazards (like chemicals) that the company produces as part of its pro-
duction processes. Others, like drug abuse, the employees may create for themselves. 
Typical workplace exposure hazards include chemicals and other hazardous materials 
such as asbestos, as well as alcohol abuse, stressful jobs, ergonomic hazards (such as 
uncomfortable equipment), infectious diseases, smoking, and biohazards (such as mold 
and anthrax).92

Chemicals, Air Quality, and Industrial Hygiene
OSHA standards list exposure limits for about 600 chemicals such as benzene. Hazard-
ous substances like these require air sampling and other precautionary measures.

Managing such exposure hazards comes under the area of industrial hygiene, and 
involves recognition, evaluation, and control. First, the facility’s health and safety officers
must recognize possible exposure hazards. This typically involves activities like conduct-
ing plant/facility walk-around surveys.

Having identified a possible hazard, the evaluation phase involves determining how 
severe the hazard is. This requires measuring the exposure, comparing the measured 
exposure to some benchmark, and determining whether the risk is within tolerances.93
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Finally, the hazard control phase involves eliminating or reducing the hazard. l
Personal protective gear is the last option. Before relying on these, the employer t
must install engineering controls (such as ventilation) and administrative con-
trols (including training); this is mandatory under OSHA regulations.94

As an example, there are four major sources of occupational respiratory dis-
eases: asbestos, silica, lead, and carbon dioxide. Of these, asbestos is a major con-
cern, in part due to publicity surrounding huge lawsuits alleging asbestos-related 
diseases.

OSHA standards require several actions with respect to asbestos. They re-
quire that companies monitor the air whenever an employer expects the level of 
asbestos to rise to one-half the allowable limit (0.1 fiber per cubic centimeter). 
Engineering controls—walls, special filters, and so forth—are required to main-
tain an asbestos level that complies with OSHA standards. Respirators can be 
used only if they are then still required to achieve compliance.

Ironically, one of the downsides of environmentally “green” office buildings 
is that sealed buildings can produce poor air quality and illnesses such as itchy y
eyes and trouble breathing, (some call this “sick building syndrome”). The prob-
lem is that emissions from printers and photocopiers and other chemical pol-
lutants, left unmonitored, can dramatically reduce air quality.95 The solution is
continuous monitoring.
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KNOW YOUR EMPLOYMENT LAW

Hazard Communication

In, say, a dry cleaning store, it might not be apparent just by looking at it that the clear 
cleaning chemical hydrofluoric acid will eat through glass and blind an unsuspecting 
worker. Under OSHA’s regulations, employers must communicate the presence and na-
ture of hazards like this to which workers might be exposed. OSHA’s hazard communi-
cation standard, recently revised, states that “in order to ensure chemical safety in the
workplace, information about the identities and hazards of the chemicals must be avail-
able and understandable to workers. OSHA’s hazard communication standard (HCS) 
requires the development and dissemination of such information.” OSHA says chemical 
manufacturers and importers must label and provide hazard safety data sheets to their 
customers. In turn, all employers must have labels and safety data sheets available for
their exposed workers, and train workers to handle the chemicals appropriately.96

More generally, the employer should make provision for communicating the full 
range of safety and security issues, including, for instance, safety policies, facilities 
security procedures, violence reduction policies and procedures, and how it plans to deal 
with natural or human-made disasters.97 ■

Alcoholism and Substance Abuse
Alcoholism and substance abuse are problems at work. About two-thirds of people with 
an alcohol disorder work full-time.98 Some estimate that almost 13 million workers use 
drugs illicitly.99 About 15% of the U.S. workforce (just over 19 million workers) “has 
either been hung over at work, been drinking shortly before showing up for work, or 
been drinking or impaired while on the job at least once during the previous year.”100

Employee alcoholism may cost U.S. employees about $226 billion per year, for instance
in higher absenteeism and accidents.101

For many employers, dealing with substance abuse begins with substance abuse test-
ing.102 It’s unusual to find employers who don’t at least test job candidates for substance 
abuse before formally hiring them. And many states are instituting mandatory random
drug testing for high-hazard workers. For example, New Jersey now requires random 
drug testing of electrical workers.103

There is some debate about whether drug tests reduce workplace accidents.
Pre-employment tests pick up only about half the workplace drug users, so ongo-
ing random testing is advisable. One study, conducted in three hotels, concluded that
pre-employment drug testing seemed to have little effect on workplace accidents. 
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However, a combination of pre-employment and random ongoing testing was associated 
with a significant reduction in workplace accidents.104

Dealing with Substance Abuse

Ideally, a drug-free workplace program includes five components:

1. A drug-free workplace policy
2. Supervisor training
3. Employee education
4. Employee assistance
5. Drug testing

The policy should state, at a minimum, “The use, possession, transfer, or sale of illegal 
drugs by employees is prohibited.” It should also explain the policy’s rationale, and the 
disciplinary consequences for violating it. Supervisors should be trained to monitor em-
ployees’ performance, and to stay alert to drug-related performance problems.

Tools

Several tools are available to screen for alcohol or drug abuse. The most widely used 
self-reporting screening instruments for alcoholism are the 4-item CAGE and the
25-item Michigan Alcoholism Screening Test (MAST). The former asks questions like 
these: Have you ever (1) attempted to Cut back on alcohol, (2) been Annoyed by com-
ments about your drinking, (3) felt Guilty about drinking, (4) had an Eye-opener first 
thing in the morning to steady your nerves?105

As in Table 14.1, alcohol-related symptoms range from tardiness in the earliest stages
of alcohol abuse to prolonged, unpredictable absences in its later stages.106

A combination of pre-employment and ongoing random testing is best. Pre-employment 
drug testing discourages those on drugs from applying for or coming to work for employ-
ers who do testing. (One study found that over 30% of regular drug users employed full-
time said they were less likely to work for a company that conducted pre-employment 
screening.107) Some applicants or employees may try to evade the test, for instance, by 
purchasing “clean” specimens. Several states—including New Jersey, North Carolina, 
Virginia, Oregon, South Carolina, Pennsylvania, Louisiana, Texas, and Nebraska—have 
laws making drug-test fraud a crime.108 The newer oral fluid drug test eliminates the “clean 
specimen” problem and is much less expensive to administer.109

TABLE 14.1 Observable Behavior Patterns Indicating Possible Alcohol-Related Problems

Alcoholism Stage Some Possible Signs of Alcoholism Problems Some Possible Alcoholism Performance Issues

Early Late arrival at work

Untrue statements

Early departure from work

Reduced job efficiency

Misses deadlines

Middle Frequent absences, especially Mondays

Colleagues’ mention of erratic behavior

Mood swings

Anxiety

Late returns from lunch

Frequent multiday absences

Accidents

Warnings from boss

Noticeably reduced performance

Advanced Personal neglect

Unsteady gait

Violent outbursts

Blackouts and frequent forgetfulness

Possible drinking on job

Frequent falls, accidents

Strong disciplinary actions

Basically incompetent performance

Source: Gopal Patel and John Adkins Jr., “The Employer’s Role in Alcoholism Assistance,” Personnel Journal, 62, no. 7, July 1983, p. 570; 
Mary Anne Enoch and David Goldman, “Problem Drinking and Alcoholism: Diagnosis and Treatment,” American Family Physician,
February 1, 2002, www.aafp.org/afp/20020201/441.html, accessed July 20, 2008; Ken Pidd et al., “Alcohol and Work: Patterns of Use,
Workplace Culture, and Safety,” www.nisu.flinders.edu.au/pubs/reports/2006/injcat82.pdf, accessed July 20, 2008.

http://www.aafp.org/afp/20020201/441.html
http://www.nisu.flinders.edu.au/pubs/reports/2006/injcat82.pdf
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Job Stress and Burnout
Problems like alcoholism and drug abuse sometimes stem from job stress.110 Northwest-
ern National Mutual Life found that one-fourth of all employees it surveyed viewed their 
jobs as the number one stressor in their lives.111

A variety of external factors can trigger stress. These include work schedule, pace 
of work, job security, route to and from work, workplace noise, and the number and 
nature of customers.112 However, no two people react the same because personal factors 
also influence stress.113 For example, people who are workaholics and who feel driven to
always be on time and meet deadlines normally put themselves under more stress than 
do others.

Job stress has serious consequences for employer and employee. The human 
consequences of job stress include anxiety, depression, anger, and various physical 
consequences, such as cardiovascular disease, headaches, accidents, and possibly even 
early-onset Alzheimer’s disease.114 Stress also has serious consequences for the employer.
A study of 46,000 employees concluded that health care costs of high-stress workers were
46% higher than those of their less-stressed coworkers.115 A Danish study recently found
that nurses working under excessive pressure had double the risk for heart attacks.116

Yet not all stress is dysfunctional. Some people, for example, are more productive as a 
deadline approaches.

Reducing Your Own Job Stress

A person can do several things to alleviate stress. These include commonsense remedies 
like getting more sleep, eating better, finding a more suitable job, getting counseling, 
and planning each day’s activities. Various experts suggest the following to reduce job 
stress:117

Build pleasant, cooperative relationships with as many of your colleagues as you can.

Work to resolve conflicts with other people.

Find time every day for detachment and relaxation.

Get away from your office from time to time for a change of scene and a change of 
mind.

Write down the problems that concern you, and what you’re going to do about each.

Participate in something you don’t find stressful, such as sports, social events, or
hobbies.

Create realistic goals and deadlines for yourself, and set regular progress reviews.

Prepare a list of tasks and rank them in order of priority. Throughout the day, review 
your list and work on tasks in priority order.

Ask for help from a parent, friend, counselor, doctor, or pastor. Talk with them about 
the stress you feel and problems you face.

Take care of yourself:

● Eat a healthy, well-balanced diet.
● Exercise on a regular basis.
● Get plenty of sleep.
● Give yourself a break if you feel stressed out.

Meditation works for some. Choose a quiet place with soft light, sit comfortably, 
and then meditate by focusing your thoughts, for instance, by counting breaths or by 
visualizing a calming location such as a beach. When your mind wanders, come back to
focusing on your breathing, or the beach.118

What the Employer Can Do

The employer can also help reduce job stress. Indeed, one’s relationship with his or her 
immediate supervisor is an important factor in one’s peace of mind at work.

One British firm follows a three-tiered approach to managing workplace stress.119

First is primary prevention, which focuses on ensuring that things like job designs are

workaholic
People who feel driven to always 
be on time and meet deadlines and 
so normally place themselves under 
greater stress than do others.
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correct. Second is intervention, including individual employee assessment, attitude sur-
veys to find sources of stress such as personal conflicts on the job, and supervisory inter-
vention. Third is rehabilitation through employee assistance programs and counseling.
One hospital introduced an on-site concierge service to help its employees.120 Several
years ago, World Bank employees were experiencing high stress levels. Several times a 
week trainers from a Buddhist meditation instruction company ran meditation classes 
at the bank. Employees generally felt the classes were useful.121 Employers recognize that
employee wellness programs can reduce such problems. For example, they’re broadening
their efforts to include high stress and depression.122

Burnout

Burnout is closely associated with job stress. Experts define burnout as the total deplet -
tion of physical and mental resources caused by excessive striving to reach an unrealistic 
work-related goal. Burnout doesn’t just spontaneously appear. Instead, it builds gradu-
ally, leading to irritability, discouragement, entrapment, and resentment.123

What can a burnout candidate do? In his book How to Beat the High Cost of Success,
Dr. Herbert Freudenberger suggests:124

• Break your patterns. Survey how you spend your time. The more well-rounded
your life, the better protected you are against burnout.

• Get away from it all periodically. Schedule occasional periods during which you 
escape your usual routine.

• Reassess your goals in terms of their intrinsic worth. Are the goals you’ve set for
yourself attainable? Are they worth the sacrifices?

• Think about your work. Could you do as good a job without being so intense?

One way to reduce burnout is to put your job aside once you go home. In one study,
researchers measured psychological detachment from work during nonwork time with
items such as “during after-work hours, I forget about work.”125 Lack of psychological de-
tachment from work while off the job (not leaving your job behind once home) predicted
higher emotional exhaustion one year later. Also stay active. A recent study concluded
that “the increase in job burnout and depression was strongest among employees who 
did not engage in physical activity and weakest to the point of non-significance among 
those engaging in high physical activity.”126

Depression

Stress and burnout aren’t the only psychological health problems at work.127 For example,
one Journal of the American Medical Association study calculated that depressed workers cost
their employers $44 billion per year in absenteeism or in reduced performance at work.128

Employers need to work harder to ensure that depressed employees utilize support 
services. Depression is an illness. It makes no more sense to tell a depressed person to 
“snap out of it” than it does to tell a heart patient to “stop acting tired.” One survey 
found that while about two-thirds of large firms offered employee assistance programs 
covering depression, only about 14% of employees with depression said they ever used 
one.129 Training managers to recognize signs of depression—persistent sad moods, too
little sleep, reduced appetite, difficulty in concentrating, and loss of interest in activities 
once enjoyed, for instance—and then making assistance more readily available can help.

Computer Monitor and Ergonomic Health Problems and How to Avoid Them
Even with advances in computer screen technology, there’s still a risk of computer-related 
health problems. Problems include short-term eye burning, itching, and tearing, as well
as eyestrain and eye soreness. Backaches and neck aches are also widespread. Computer 
users may also suffer from carpal tunnel syndrome, caused by repetitive use of the hands 
and arms at uncomfortable angles.130 OSHA has no specific standards for computer 
workstations. It does have general standards that might apply regarding, for instance, 
radiation, noise, and electrical hazards.131

According to the U.S. National Institutes of Health, repetitive motion disorders in-
clude disorders such as carpal tunnel syndrome, bursitis, and tendonitis. They result
from excessive repetitions of an activity or motion, or from unnatural motions such as

burnout
The total depletion of physical and 
mental resources caused by exces-
sive striving to reach an unrealistic 
work-related goal.
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twisting the arm or wrist, or incorrect posture. It usually affects people who perform
repetitive tasks such as assembly-line work or computer work. Employers can reduce the 
problem, for instance, with programs to help workers adjust their pace of work.132

NIOSH does provide general recommendations regarding the use of computer 
screens. These include:

1. Have employees take a 3- to 5-minute break from working at the computer every 
20 to 40 minutes, and use the time for other tasks, like making copies.

2. Design maximum flexibility into the workstation so it can be adapted to the indi-
vidual operator and so that he or she doesn’t stay in one position for long.

3. Reduce glare with devices such as recessed or indirect lighting.133

4. Give workers a preplacement vision exam to ensure properly corrected vision.
5. Allow users to position their wrists at the same level as the elbow.
6. Put the screen at or just below the user’s eye level, at a distance of 18 to 30 inches

from the eyes.
7. Instruct users to let the wrists rest lightly on a pad for support.
8. Instruct users to put the feet flat on the floor, or provide a footrest.134

Infectious Diseases
With many employees traveling to and from international destinations, monitoring and 
controlling infectious diseases has become an important safety issue.135

Employers can take steps to prevent the entry or spread of infectious diseases. These
steps include:

1. Closely monitor the Centers for Disease Control and Prevention (CDC) travel
alerts. Access this information at www.cdc.gov.

2. Provide daily medical screenings for employees returning from infected areas.
3. Deny access for 10 days to employees or visitors who have had contact with sus-

pected infected individuals.
4. Tell employees to stay home if they have a fever or respiratory system symptoms.
5. Clean work areas and surfaces regularly. Make sanitizers containing alcohol easily 

available.
6. Stagger breaks. Offer several lunch periods to reduce overcrowding.

Special situations prompt special requirements. For example, a few years ago, the CDC
advised employers that health care workers working with H1N1 patients should use spe-
cial respirators to reduce virus inhalation risks.136

Workplace Smoking
To some extent, the problem of workplace smoking is becoming moot. For example, 
states including Delaware, Connecticut, California, and New York have barred smok-
ing in most workplaces.137 Yet smoking continues to be a problem for employees and
employers. Costs derive from higher health and fire insurance, as well as increased ab-
senteeism and reduced productivity (which occurs when, for instance, a smoker takes a
10-minute break to smoke a cigarette outside).

In general, you can probably deny a job to a smoker as long as you don’t use smoking 
as a surrogate for prohibited discrimination. A “no-smokers-hired” policy does not seem
to violate the Americans with Disabilities Act (since smoking is not considered a dis-
ability), and in general “employers’ adoption of a no-smokers-hired policy is not illegal
under federal law.”138 However, 17 states and the District of Columbia ban discriminating 
against smokers.139 Most employers these days ban indoor smoking, often designating
small outdoor areas for smokers. Many states and municipalities now ban indoor smok-
ing in public areas (see www.smokefreeworld.com/usa.shtml for a list).

Most employers seem to have smoke-free workplace policies, but about 78% of smokers 
in these firms said the policies do not motivate them to quit.t 140 Therefore, offering smoke-
cessation benefits is important. The CDC ranks smoke-cessation policies (along with aspi-
rin therapy and childhood vaccinations) as the number one cost-effective benefit employers 
can provide.141 WEYCO Inc. first gave employees 15 months’ warning and offered smoking-
cessation assistance, then began firing or forcing out all its workers who still smoked.142

http://www.cdc.gov
http://www.smokefreeworld.com/usa.shtml
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Smoking-cessation programs can more than pay for themselves. A smoking-cessation
program that includes therapy and selected pharmaceuticals costs about $0.45 per health 
plan member per month. However, it can produce annual savings of about $210 per year 
per smoker who quits (by reducing costs like smoking-related heart disease).143

 Watch It
To see how one organization addresses safety issues, if your professor has cho-
sen to assign this, go to www.mymanagementlab.com to watch the video 
Safety (City of Los Angeles) and then answer the questions to show what you 
would do.

OCCUPATIONAL SECURITY  
AND RISK MANAGEMENT
Workplace safety relates to risks of injury or illness to employees. Workplace y security
relates to protecting employees from internal and external security risks such as criminal 
acts by outside perpetrators and threats of terrorism.144 According to SHRM, workplace 
security plans should address tasks such as establishing a formal security function, pro-
tecting the firm’s intellectual property (for instance, through noncompete agreements), 
developing crisis management plans, establishing theft and fraud prevention procedures,
preventing workplace violence, and installing facility security systems.145

Most employers have security arrangements.146 SHRM found that about 85% of re-
sponding organizations now have some type of formal disaster plan.147 Many firms also 
instituted special handling procedures for suspicious mail packages and hold regular
emergency evacuation drills.

Enterprise Risk Management
What plans you make reflects the risks you want to mitigate. Companies face a variety 
of risks, only some of which are direct risks to employees’ health and safety. Potential
risks include, for instance, natural disaster risks, financial risks, and risks to the firm’s
computer systems. However, human capital risks would also rank high. These include 
safety risks like those we discussed in this chapter (such as health hazards) as well as, for 
instance, risks from unionization and from inadequate staffing plans.148

Identifying security and other corporate risks falls within the domain of enterprise 
risk management, which means identifying risks, and planning to and actually mitigating
these risks. Thus, as part of its risk management, Walmart asks questions such as, “What 
are the risks? What will we do about them?”149 Reducing occupational violence and en-
hancing facility security are two examples.

Preventing and Dealing with Violence at Work
Violence against employees is a huge problem.150 In one recent year, there were 506 work-
place homicides, and about 2 million worker victims of workplace violence. Customers, 
not coworkers, are more often the perpetrators.151 By one early estimate, workplace vio-
lence costs employers about $4 billion a year.152 One report called bullying the “silent 
epidemic” of the workplace, “where abusive behavior, threats, and intimidation often 
go unreported.”153 Sadly, much of this involves acts by one intimate partner against an-
other.154 According to one recent survey, 29% of workers who knew about or experienced
workplace violence said nothing about it.155 However, many assaults involve a current or
former partner or spouse.156 And workplace violence also manifests itself in sabotage.

Workplace violence incidents by employees are predictable and avoidable. Risk Man-
agement Magazine estimates that about 86% of past workplace violence incidents were 
anticipated by coworkers, who had brought them to management’s attention prior to the
incidents actually occurring. Yet management usually did little or nothing.157

Men have more fatal occupational injuries than do women, but the proportion of 
women who are victims of assault is much higher. The Gender-Motivated Violence Act

 B A S E

K
N

O

WLED
G

E 

 B A S E

K
N

O

WLED
G

E 

 B A S E

K
N

O

WLED
G

E 

LEARNING OBJECTIVE 6 
Discuss the main elements 
in an occupational security 
and risk management 
programs.

http://www.mymanagementlab.com


CHAPTER 14 • IMPROVING OCCUPATIONAL SAFETY, HYY EALTH, AND RISK MANAGEMENT    475

(part of the Violence against Women Act) imposes liabilities on employers whose female
employees become violence victims.158 Of all females murdered at work, more than
three-fourths are victims of random criminal violence carried out by an assailant un-
known to the victim. Family members, coworkers, or acquaintances commit the remain-
ing acts. Tangible security improvements including better lighting, cash-drop boxes, and 
similar steps can help. Women (and men) should have access to domestic crisis hotlines,
such as www.ndvh.org, and to employee assistance programs.

Human resource managers can take several steps to reduce the incidence of work-
place violence. Heightened security measures are the first line of defense, whether the 
violence derives from coworkers, customers, or outsiders. According to OSHA, measures
should include those in Figure 14.6.

Improve Employee Screening

With about 30% of workplace attacks committed by coworkers, screening out potentially 
violent applicants is the employer’s next line of defense.

Personal and situational factors correlate with workplace aggression. Men, and indi-
viduals scoring higher on “trait anger” (the predisposition to respond to situations with 
hostility), are more likely to exhibit workplace aggression. In terms of the situation, inter-
personal injustice and poor leadership predict aggression against supervisors.159

Employers can screen out potentially violent workers before they’re hired. Obtain an
employment application, and check the applicant’s employment history, education, and 
references.160 Sample interview questions include “What frustrates you?” and “Who was 
your worst supervisor and why?”161 Certain background circumstances, such as the fol-
lowing, may call for a more in-depth background checking:162

• An unexplained gap in employment

• Incomplete or false information on the résumé or application

• A negative, unfavorable, or false reference

• Prior insubordinate or violent behavior on the job163

• A criminal history involving harassing or violent behavior

• A prior termination for cause with a suspicious (or no) explanation

• History of drug or alcohol abuse

• Strong indications of instability in the individual’s work or personal life as 
indicated, for example, by frequent job changes or geographic moves

• Lost licenses or accreditations164

Use Workplace Violence Training

You can also train supervisors to identify the clues that typify potentially violent current
employees. Common clues include:165

• An act of violence on or off the job

• Erratic behavior evidencing a loss of perception or awareness of actions

• Overly confrontational or antisocial behavior

• Sexually aggressive behavior

FIGURE 14.6
How to Heighten Security 
in Your Workplace

• Improve external lighting.
• Use drUU op safes to minimize cash on hand.
• Post signs noting that oaa nly a limited amount of cash is on hand.
• Install silent alarms and surveillance cameras.
• Increase the number of staff on duty.
• Provide staff training in confl ifl ct resolution and nonviolent response.
• Close establishments during high-risk hours late at night and early in the morning.
• Issue a weapons policy; for instance, “fi rfi earms or other dangerous or deadly weapoaa ns

cannot be brought onto the facility either openly or concealed.”*

*See “Creating a Safer WorkplWW ace: Simple Steps Bring Results,” , Safea ty Now, September 2002, pp. 1–2. 
See also L. Claussen, “Disgruntled and Dangerous,” Safea ty & Health 180, no. 1 (July 2009), pp. 44–47.

http://www.ndvh.org
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• Isolationist or loner tendencies

• Insubordinate behavior with a threat of violence

• Tendency to overreact to criticism

• Exaggerated interest in war, guns, violence, mass murders, catastrophes, and so on

• Commission of a serious breach of security

• Possession of weapons, guns, knives, or like items in the workplace

• Violation of privacy rights of others, such as searching desks or stalking

• Chronic complaining and the raising of frequent, unreasonable grievances

• A retributory or get-even attitude

The U.S. Postal Service took steps to reduce workplace assaults. The steps include 
more background checks, drug testing, a 90-day probationary period for new hires, more 
stringent security (including a hotline that lets employees report threats), and training 
for managers to create a healthier culture.166 The Management Skills feature lists useful 
guidelines for firing high-risk employees.

Building Your Management Skills:
Guidelines for Firing a High-Risk Employee

When firing a high-risk employee:

• Plan all aspects of the meeting, including its time, location, the people to be 
present, and agenda.

• Involve security enforcement personnel.
• Advise the employee that he or she is no longer permitted onto the employer’s property.
• Conduct the meeting in a room with a door leading to the outside of the building.
• Keep the termination brief and to the point.
• Make sure he or she returns all company-owned property at the meeting.
• Don’t let the person return to his or her workstation.
• Conduct the meeting early in the week and early in the morning so he or she has time 

to meet with employment counselors or support groups.
• Offer as generous a severance package as possible.
• Protect the employee’s dignity by not advertising the event.167

Setting Up a Basic Security Program
As noted, workplace security relates to protecting employeesy from internal and external 
security risks. This often starts with facilities security.

As one corporate security summary put it, “workplace security involves more 
than  .  .  .  installing an alarm system.”168 Ideally, a comprehensive corporate anticrime
program should start with the following:169

• Company philosophy and policy on crime—Make sure employees understand that 
the employer has a zero-tolerance policy with respect to workers who commit any 
crimes.

• Investigations of job applicants—Always conduct full background checks.

• Crime awareness training—Make it clear during training and orientation that the 
employer is tough on workplace crime.

• Crisis management—Establish and communicate what to do in the event of a 
bomb threat, fire, or other emergency.

In simplest terms, instituting a basic facility security program requires analyzing the 
current level of risk, and then installing l mechanical, natural, and organizational security l
systems.170
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Security programs ideally start with an analysis of the facility’s current level 
of risk. Here, start with the obvious. For example, what is the neighborhood 
like? Does your facility (such as the office building you’re in) house other busi-
nesses or individuals that might bring unsafe activities to your doorstep? As
part of this initial threat assessment, also review these six matters:

1. Reception area access, including need for a “panic button”;
2. Interior security, including secure restrooms, and better identification of 

exits;
3. Authorities’ involvement, in particular emergency procedures developed 

with local law enforcement;
4. Mail handling, including screening and opening mail;
5. Evacuation, including evacuation procedures and training; and
6. Backup systems, such as storing data off site.

Having assessed the potential current level of risk, the employer then turns 
to improving natural, mechanical, and organizational security.171 Natural se-
curity means capitalizing on the facility’s natural or architectural features toy
minimize security problems. For example, do too many entrances now hamper 
controlling facility access? Mechanical security is the utilization of security sysy -
tems such as locks, intrusion alarms, access control systems, and surveillance 
systems to reduce the need for continuous human surveillance.172 Many mailMechanical security isy

the utilization of security 
systems such as locks, 
intrusion alarms, access 
control systems, and 
surveillance systems
to reduce the need 
for continuous human
surveillance.
Source: Kekyalyaynen/Shutterstock.

rooms use scanners to check incoming mail. Biometric scanners that read thumb or
palm prints or retina or vocal patterns make it easier to enforce plant security.173

Finally, organizational security means using good management to improve security. y
For example, it means properly screening, training and motivating security staff and 
lobby attendants. Also ensure that the security staff has written orders that define their 
duties, especially in fire, elevator entrapment, spills, medical emergencies, hostile intru-
sions, suspicious packages, civil disturbances, and workplace violence.174

Emergency Plans and Business Continuity
The possibility of emergencies prompted by fires, attacks, and similar issues means that 
employers need facility continuity and emergency plans.175 Such plans should cover early 
detection of a problem, methods for communicating the emergency externally, and commu-
nications plans for initiating an evacuation. Ideally, an initial alarm should come first. The
employer should then follow the initial alarm with an announcement providing specific 
information about the emergency and letting employees know what action they should
take. Many use social networks or text messaging.176

It is also important to have plans for dealing with health issues.177 Thus, in the case
of the cardiac arrest emergency, early CPR and the use of an automated external defibril-
lator are essential. These devices should be available and one or more local employees 
trained in their use.178 Plans are also required for business continuity in the event of a y
disaster. The employer can designate a secure area of the company website for employee 
communications, listing such things as expected hours of operation, facilities opening
schedules, and alternative work locations.179 The disaster plans should include establishing 
a command center, and identification of employees considered essential in the event of a 
disaster, including responsibilities for each. The SBA provides business continuity infor-
mation at www.preparemybusiness.org.

Social Media and HR
Social media such as Twitter are obvious choices for quickly communicating emergency 
information to large numbers of dispersed individuals. When a tornado hit Bridgeport, 
Connecticut, a few years ago, the city’s administrators used Twitter to let citizens know 
about things like power outages and blocked roads. And emergency managers, util-
ity companies, and the public used social media to share updates on things like shelter 
locations when Hurricane Sandy struck the Northeast.180
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Terrorism
The employer can take several steps to protect its employees and physical assets from a 
terrorist attack. These steps, now familiar at many workplaces, include:

• Screen the identities of everyone entering the premises.

• Check mail carefully.

• Identify ahead of time a lean “crisis organization” that can run the company on an 
interim basis after a terrorist threat.

• Identify in advance under what conditions you will close the company down, as 
well as what the shutdown process will be.

• Institute a process to put the crisis management team together.

• Prepare evacuation plans and make sure exits are well marked and unblocked.

• Designate an employee who will communicate with families and off-site employees.

• Identify an upwind, off-site location near your facility to use as a staging area for all 
evacuated personnel.

• Designate in advance several employees who will do headcounts at the evacuation 
staging area.

• Establish an emergency text-messaging policy and procedure to notify affected in-
dividuals that an emergency may exist.181

The HR Practices around the Globe feature elaborates on this.
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HR PRACTICES AROUND THE GLOBE

Dealing with Terrorism Abroad

Terrorism abroad is a serious issue. Even stationing employ-
ees in assumedly safe countries is no guarantee there won’t 
be problems. For example, when the protests erupted in
Egypt in February 2011, Medex Global Solutions evacuated 
more than 500 of its clients’ people from Egypt; Medex had
already been advising their clients about the possibilities for 
political unrest.182 Employers have thus had to institute more 
comprehensive safety plans abroad, including, for instance, 
evacuation plans to get employees to safety. Many employ-
ers purchase intelligence services for monitoring potential 
terrorist threats abroad. The head of one intelligence firm es-
timates such services at costing $6,000–$10,000 per year.183

Business Travel
Keeping business travelers safe is a specialty all its own, but 
suggestions here include:184

• Provide expatriates with training about the place
they’re going to, so they’re more oriented.

• Tell them not to draw attention to the fact they’re 
Americans—by wearing T-shirts with American names, 
for instance.

• Have travelers arrive at airports as close to departure time 
as possible and wait in areas away from the main flow of 
traffic.

• Equip the expatriate’s car and home with security systems.
• Tell employees to vary their departure and arrival times 

and take different routes.
• Keep employees current on crime and other problems by 

regularly checking, for example, the State Department’s 
travel advisories and warnings at http://travel.state.gov/.185

Click on “Travel Alerts” and “Country Information.”
• Advise employees to act confident at all times. Body lan-

guage can attract perpetrators, and those who look like
victims often become victimized.186

 Talk About It – 6
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following questions. 
Have you travelled abroad and violated any of these rules? Which? Would you do things differently now, knowing what 
you know?

http://travel.state.gov/
http://www.mymanagementlab.com
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Review

SUMMARY

1. The purpose of OSHA is to ensure every working 
person a safe and healthful workplace. OSHA stan-
dards are complete and detailed, and are enforced
through a system of workplace inspections. OSHA 
inspectors can issue citations and recommend penal-
ties to their area directors.

2. There are three basic causes of accidents: chance 
occurrences, unsafe conditions, and unsafe acts on
the part of employees. In addition, three other work-
related factors—the job itself, the work schedule, 
and the psychological climate—also contribute to 
accidents.

3. There are several approaches to preventing acci-
dents. One is to reduce unsafe conditions. The other
approach is to reduce unsafe acts—for example,
through selection and placement, training, positive 
reinforcement, propaganda, and top-management 
commitment.

4. The centerpiece of Milliken’s safety process is its 
involvement-based employee engagement program. t
Milliken’s safety processes are led almost entirely 
by Milliken’s employees. For example, they staff the 
steering and safety subcommittee system, submit 
“opportunity for improvement” suggestions weekly, 
review each of these suggestions, and provide feed-
back on every suggestion.

5. Alcoholism, drug addiction, stress, and emotional 
illness are four important and growing health prob-
lems among employees. Alcoholism is a particularly 
serious problem that can drastically lower the effec-
tiveness of your organization. Techniques including
disciplining, discharge, in-house counseling, and 
referrals to an outside agency are used to deal with
these problems.

6. Basic facility security relies on natural security, me-
chanical security, and organizational security.

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .

KEY TERMS

Occupational Safety and Health Act of 1970 451
Occupational Safety and Health Administration 

(OSHA) 452
citations 453
job hazard analysis 462

operational safety reviews 462
safety awareness program 466
workaholic 471
burnout 472

DISCUSSION QUESTIONS
14-1. Discuss OSHA and how it operates.
14-2. What unsafe conditions may cause accidents 

at the workplace? Suggest some remedies to 
eliminate or minimize such conditions.

14-3. Discuss major health problems at work and how 
to remedy them.

14-4. Why is it necessary to mange unsafe acts in
addition to unsafe conditions at the workplace? 
Why do you think employees might act unsafely 
although they know that their acts may cause 
accidents?

14-5. What approaches would you suggest companies 
adopt to reduce unsafe acts at the workplace?

14-6. What are the symptoms of computer-related 
health problems? Discuss some measures taken
by employers to avoid such health problems in
employees.

14-7. Explain how an employee could reduce stress
at work.
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INDIVIDUAL AND GROUP ACTIVITIES

14-8. Working individually or in groups, answer the
question, “Is there such a thing as an accident-
prone person?” Develop your answer using
examples of actual people you know who seemed
to be accident prone on some endeavor.

14-9. Working individually or in groups, compile a
list of the factors at work or in school that create 
dysfunctional stress for you. What methods do 
you use for dealing with the stress?

14-10. An issue of the journal Occupational Hazards
presented some information about what happens 
when OSHA refers criminal complaints about 
willful violations of OSHA standards to the U.S. 
Department of Justice (DOJ). In one 20-year 
period, OSHA referred 119 fatal cases allegedly 
involving willful violations of OSHA to the DOJ 
for criminal prosecution. The DOJ declined to
pursue 57% of them, and some were dropped
for other reasons. Of the remaining 51 cases, 
the DOJ settled 63% with pretrial settlements 
involving no prison time. So, counting acquittals, 
of the 119 cases OSHA referred to the DOJ, 
only 9 resulted in prison time for at least one of 
the defendants. “The Department of Justice is a 
disgrace,” charged the founder of an organization 
for family members of workers killed on the job.
One possible explanation for this low conviction 
rate is that the crime in cases like these is
generally a misdemeanor, not a felony, and the 
DOJ generally tries to focus its attention on 
felony cases. What implications does this have 

for how employers should manage their safety 
programs? Why?

14-11. Recently, a 315-foot-tall, 2-million-pound crane 
collapsed on a construction site in East Toledo, 
Ohio, killing four ironworkers. Do you think 
accidents like this are avoidable? If so, what steps 
would you suggest the general contractor take to 
avoid a repeat?

14-12. In groups of three or four students, spend
15 minutes walking around the building in
which your class is held or where you are 
now, listing possible natural, mechanical, and 
organizational security measures you’d suggest
to the building’s owner.

14-13. The PHR and SPHR Knowledge Base Appendix 
(pages 515–523) lists the knowledge someone 
studying for the HRCI certification exam 
needs to have in each area of human resource
management (such as in Strategic Management, 
Workforce Planning, and Human Resource
Development). In groups of four to five students, 
do four things: (1) Review that appendix now. 
(2) Identify the material in this chapter that 
relates to the required knowledge the appendix 
lists. (3) Write four multiple-choice exam
questions on this material that you believe would 
be suitable for inclusion in the HRCI exam. And
(4) if time permits, have someone from your
team post your team’s questions in front of the 
class, so the students in other teams can take 
each other’s exam questions.
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MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

14-14. Explain how to prevent accidents at work.

14-15. How would you go about providing a safer work environment for your 

employees?

of moving machinery, no high-pressure lines, no cutting or 
heavy lifting, and certainly no forklift trucks. However, there 
are safety and health problems.

In terms of accident-causing conditions, for instance,
the one thing dot-com companies have is lots of cables and 

LearnInMotion is a dot-com firm that delivers employee 
training, both online and via delivery of CD/DVDs. At first
glance, a dot-com is probably one of the last places you’d 
expect to find potential safety and health hazards—or so
the owners, Jennifer and Mel, thought. There’s no danger 

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

The Office Safety and Health Program

C
H

A
P

T
E

R
 1

4



CHAPTER 14 • IMPROVING OCCUPATIONAL SAFETY, HYY EALTH, AND RISK MANAGEMENT    481

wires. WiFi not withstanding, there are cables connecting
the computers to each other and to the servers, and in many 
cases separate cables running from some computers to sepa-
rate printers. There are 10 wireless telephones in the office, 
the bases of which are connected to 15-foot phone lines that 
always seem to be snaking around chairs and tables.

When the installation specialists wired the office (for
electricity, high-speed cable, phone lines, burglar alarms, 
and computers), they estimated they used well over 5 miles 
of cables of one sort or another. Most of these are hidden
in the walls or ceilings, but many of them snake their way 
from desk to desk, and under and over doorways. Several 
employees have tried to reduce the nuisance of having to trip 
over wires whenever they get up by putting their plastic chair 
pads over the wires closest to them. However, that still leaves
many wires unprotected. In other cases, they brought in their 
own packing tape and tried to tape down the wires in those
spaces where they’re particularly troublesome, such as across
doorways.

The cables and wires are only one of the more obvious 
potential accident-causing conditions. The firm’s program-
mer, before he left the firm, had tried to repair the main 
server while the unit was still electrically alive. To this day,
they’re not sure exactly where he stuck the screwdriver, but 
the result was that he was “blown across the room,” as Mel
puts it. Carpal tunnel syndrome is another risk, as are eye-
strain and strained backs.

One recent accident particularly scared them. The firm 
uses independent contractors to deliver the firm’s book- and
CD/DVD-based courses in New York and two other cities. A 
delivery person was riding his bike at the intersection of Sec-
ond Avenue and East 64th Street in New York when he was 
struck by a car. Luckily, he was not hurt, but the bike’s front 
wheel was wrecked, and the close call got Mel and Jennifer 
thinking about their lack of a safety program.

And it’s not just the physical conditions. They also have
some concerns about potential health problems such as job 
stress and burnout. While the business may be (relatively) 
safe with respect to physical conditions, it is also relatively 
stressful in terms of the demands it makes in hours and 
deadlines. It is not at all unusual for employees to get to work 
by 7:30 or 8:00 in the morning and to work through until 
11:00 or 12:00 at night. Just getting the company’s new ser-
vice operational required five of LearnInMotion’s employees 
to work 70-hour workweeks for three weeks.

The bottom line is that both Jennifer and Mel feel they 
need to do something about implementing a health and
safety plan. Now they want you to help them actually do it. 
Here’s what they want you to do for them.

Questions
14-16. Based on your knowledge of health and safety mat-

ters and your actual observations of operations
that are similar to ours, make a list of the potential
hazardous conditions employees and others face at 
LearnInMotion. What should we do to reduce the
potential severity of the top five hazards?

14-17. Would it be advisable for us to set up a procedure
for screening out stress-prone or accident-prone 
individuals? Why? If so, how should we screen
them?

14-18. Write a short position paper on what we should
do to get all our employees to behave more safely 
at work.

14-19. Based on what you know and on what other dot-
coms are doing, write a short position paper on
what we can do to reduce the potential problems of 
stress and burnout in our company.

Motivating Safe Behavior

Employees’ safety and health are very important in the laun-
dry and cleaning business. Each facility is a small production
plant in which machines, powered by high-pressure steam and 
compressed air, work at high temperatures washing, cleaning,
and pressing garments, often under very hot, slippery condi-
tions. Chemical vapors are continually produced, and caustic
chemicals are used in the cleaning process. High-temperature 
stills are almost continually “cooking down” cleaning solvents
in order to remove impurities so that the solvents can be re-
used. If a mistake is made in this process—like injecting too 
much steam into the still—a boil-over occurs, in which boil-
ing chemical solvent erupts out of the still and over the floor, 
and on anyone who happens to be standing in its way.

As a result of these hazards and the fact that these stores
continually produce chemically hazardous waste, several 
government agencies (including OSHA and the EPA) have 

strict guidelines regarding management of these plants. For 
example, posters must be placed in each store notifying em-
ployees of their right to be told what hazardous chemicals
they are dealing with and what the proper method for han-
dling each chemical is. Special waste-management firms 
must be used to pick up and properly dispose of the hazard-
ous waste.

A chronic problem the Carters (and most other laundry 
owners) have is the unwillingness on the part of the cleaning-
spotting workers to wear safety goggles. Not all the chemicals 
they use require safety goggles, but some—like the hydro-
fluorous acid used to remove rust stains from garments—are 
very dangerous. The latter is kept in special plastic contain-
ers, since it dissolves glass. The problem is safety goggles are
somewhat uncomfortable, and they become smudged easily 
and thus reduce visibility. As a result, Jack has found it al-
most impossible to get these employees to wear their goggles.

HR IN ACTION CASE INCIDENT 2

Carter Cleaning Company
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Questions
14-20. How should the firm go about identifying hazard-

ous conditions that should be rectified? Use data 
and checklists, such as in Figure 14-4 and the
Management Skills feature on pages 458–461, to list 
at least 10 possible dry cleaning store-hazardous
conditions.

14-21. Would it be advisable for the firm to set up a proce-
dure for screening out accident-prone individuals?
How should it do so?

14-22. In general, how would you suggest the Carters get
all employees to behave more safely at work?

14-23. Describe in detail how you would use motivation to
get those who should be wearing goggles to do so.

EXPERIENTIAL EXERCISE
How Safe Is My University?

Purpose: The purpose of this exercise is to give you 
practice in identifying unsafe conditions.

Required Understanding: You should be familiar with
material covered in this chapter, particularly that on 
unsafe conditions and that in Figure 14.4.

How to Set Up the Exercise/Instructions: Divide the
class into groups of four. Assume that each group is a 
safety committee retained by your college or university’s 
safety engineer to identify and report on any possible
unsafe conditions in and around the school building.

Each group will spend about 45 minutes in and
around the building you are now in for the purpose 
of identifying and listing possible unsafe conditions. 
(Make use of Figure 14.4, and the Management Skills
feature on pp. 458–461.)

Return to the class in about 45 minutes. A spokesperson 
for each group should list on the board the unsafe 
conditions you think you have identified. How many 
were there? Do you think these also violate OSHA 
standards? How would you go about checking?

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

ENDNOTES
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PART

6 HUMAN RESOURCE
MANAGEMENT

483

WHERE WE ARE NOW

Parts 1 through 5 explained the basics of 5
human resource management, in particular 
how to recruit, select, train, appraise, and 
compensate employees and provide them 
with positive employee relations and a safe 
work environment. In Part 6, Special Issues 
in Human Resource Management, we turn 
to how to manage human resources in two 
special situations—when managing HR 
globally, and in small entrepreneurial busi-
nesses. In Part 6, we will therefore cover

● Module A, Managing HR Globally
● Module B, Managing HR in Small and 

Entrepreneurial Firms

OVERVIEW: 
In this module, we will cover . . .

■ HR AND THE INTERNATIONALIZATION OF BUSINESS

■ INTERNATIONAL EMPLOYEE SELECTION ISSUES

■ TRAINING AND MAINTAINING INTERNATIONAL 
EMPLOYEES

■ MANAGING HR GLOBALLY: How to Put a Global 
HR System into Practice

Managing HR 
GloballyA



HR AND THE INTERNATIONALIZATION  
OF BUSINESS
You don’t have to dig very far to see how important international business is to compa-
nies here and abroad. For example, the total sum of U.S. imports and exports rose about 
nine times in the past 30 years, to about $4.7 trillion recently.1 That growth has been
great for all sorts of businesses, but also confronts managers with special challenges. For
one thing, managers have to formulate and execute their market, product, and produc-
tion plans on a worldwide basis. Ford Motor, for instance, has a “One Ford” strategy 
aimed at offering similar Ford cars internationally.

Similarly, “going global” means employers must address international human re-
source management issues. For example, “Should we staff our local offices in Europe with 
local or U.S. managers?” And, “How should we appraise and pay our Asia employees?”2

The Human Resource Challenges of International Business
Dealing with such global human resource challenges isn’t easy, because the employer 
faces an array of political, social, legal, and cultural differences among countries.

Companies operating only within the United States generally have the luxury of 
dealing with a relatively limited set of economic, cultural, and legal variables. Different 
states and municipalities do have their own laws affecting HR. However, a basic federal 
framework helps produce a fairly predictable set of legal guidelines regarding matters
such as employment discrimination, labor relations, and safety and health. Similarly, 
political risks within the United States are minimal. Political risks “are any governmental 
action or politically motivated event that could adversely affect the long-run profitability 
or value of the firm.”3 For example, Argentina’s president moved to nationalize a large oil
company.

A company operating multiple units abroad isn’t blessed with such homogene-
ity. For example, even with the increasingly standardized European Union, minimum

LEARNING OBJECTIVES

When you finish studying this chapter, you should be able to:

1. Explain how intercountry differences influence human 
resource management.

2. Answer the question, “How does selecting someone to be 
an expatriate manager differ from selecting one to work 
domestically?”

3. Discuss the basics of an effective employee repatriation 
program.

4. List the main points in developing, making acceptable, 
and implementing a global HRM program.

MyManagementLab®

 Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com for 

activities that are applied, personalized, 

and offer immediate feedback.

Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Module A Warm Up.
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LEARNING OBJECTIVE 1
Explain how intercountry 
differences influence 
human resource 
management.

http://www.mymanagementlab.com
http://www.mymanagementlab.com
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HR IN PRACTICE

Unionizing Walmart Stores in China
Walmart Stores’ competitive strategy is to be retailing’s 
low-cost leader, and avoiding unions has been one of 
its main tactics for keeping down costs. With more than
2.1 million employees,5 Walmart wants to keep a tight 
reign on controlling employee staffing, performance,
wages, and benefits. It believes unions probably would 
drive up its labor costs and impede its ability to make 
personnel changes the company views as desirable.

With its powerful government-backed All-China Fed-
eration of Trade Unions, China’s cultural, political, and labor 
relations and legal systems are (literally) a world away from 

what Walmart dealt with in America. Several years ago the 
union formed its first Walmart union in China.6 It didn’t take 
long for Walmart China to experience the difference unions
can make. The company offered three options—transferring
to outlets in other cities, accepting demotions, or leaving the 
company—to 54 local midlevel managers.7 Not wanting to 
change, the China managers sprang into action. One led 
11 colleagues to the local municipal federation of trade 
unions for assistance. Whatever they did, it worked. Walmart 
apparently halted its planned reshuffle. Walmart had to 
adjust its HR strategy for China.

mandated holidays range from none in the United Kingdom to five weeks per year in 
Luxembourg. The point is that the need to adapt personnel policies and procedures to 
the differences among countries complicates human resource management in multi-
national companies.

Similarly, what works in one country may not work in another: An incentive plan 
may work in the United States, but backfire in some Eastern Europe countries, where 
workers need a predictable weekly wage to buy necessities. Employee recruitment pro-
cesses that work well in the United States may not work in China, where special rules 
sometimes restrict changing jobs. But, in spite of such intercountry differences, the em-
ployer needs to create, for each country’s local facility and for the company as a whole,
effective human resource practices.4 Distance adds to the challenge. For example, how 
should Starbucks’ chief HR officer, based in Seattle, keep track of Starbucks’ top manag-
ers’ performance overseas? The accompanying HR in Practice Box feature illustrates how 
intercountry differences affected one company’s globalization efforts.

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following question. 
What other, non-union, surprises do you think Walmart should be planning for in its HR practices in China?

What Is International Human Resource Management?
Employers rely on international human resource management (IHRM) to deal with 
global HR challenges like these. We can define IHRM as the human resource manage-
ment concepts and techniques employers use to manage the human resource challenges 
of their international operations. IHRM generally focuses on tasks such as selecting, 
training, compensating, and managing employees who are assigned abroad (“expatri-
ates”), selecting training, and compensating the company’s “local” employees abroad, 
and comparing, applying, and managing human resource management practices across 
different countries.

How Intercountry Differences Affect Human Resource Management
As we said, the challenges of international human resource management don’t just stem
from the distances involved (though this is important). The bigger issue is dealing with 
the cultural, political, legal, and economic differences among countries and their people.

Cultural Factors

For one thing, countries differ widely in their cultures—in the basic values that their 
citizens share, and in how these values manifest themselves in the nation’s arts, social 
programs, and ways of doing things. Cultural differences mean people abroad react 
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differently to the same or similar situations. For example, U.S. managers in one study 
were most concerned with getting the job done, and Chinese managers with maintaining 
a harmonious environment. Hong Kong managers fell between these two.8

Studies by Professor Geert Hofstede illustrate international cultural differences. Hof-ff
stede says societies differ in five values, which he calls power distance, individualism, 
“masculinity,” uncertainty avoidance, and long-term orientation. For example, power dis-
tance represents the degree to which less powerful people accept the unequal distribu-
tion of power in society.9 He concluded that acceptance of such inequality was higher 
in some countries (such as Mexico) than in others (such as Sweden).10 In turn, such
differences manifest themselves in different behaviors. To see how your country’s culture 
compares with others, go to www.geert-hofstede.com/hofstede_dimensions.php.

Cultural differences such as these help shape human resource policies. For example, 
in a recent study, power distance (acceptance of the unequal distribution of power) cor-
related positively with the gap between the CEO’s and other workers’ pay.11

Legal Factors

Employers expanding abroad must be familiar with the labor law systems in the countries
they’re entering. For example, in India, companies with more than 100 workers must get 
government permission to fire anyone.12 In Brazil, firing someone without “just cause” could
trigger a fine of 4% of the total amount the worker ever earned.13 As other examples, the U.S. 
practice of employment at will does not exist in Europe, where firing or laying off workers 
is usually expensive. And (as we discussed in Chapter 13), in many European countries, 
worker participation in the form of works councils and codetermination are prevalent.14

Economic Systems

Similarly, differences in economic systems translate into differences in intercountry HR 
practices. Economists distinguish among market, planned, and mixed economies. In 
market economies (such as the United States), governments play a relatively restrained 
role in deciding things such as what will be produced and sold, at what prices. In planned 
economies (such as North Korea), the government decides and plans what to produce 
and sell, at what price. In mixed economies (such as China), many industries are still
under direct government control, while others make pricing and production decisions
based on market demand.

Labor costs also vary widely. For example, hourly compensation costs (in U.S. dol-
lars) for production workers range from $2.01 in the Philippines to $9.34 in Taiwan, 
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people abroad react 
differently to the same
or similar situations.
Source: moodboard/Getty images.

works councils
Formal, employee-elected groups 
of worker representatives that meet 
monthly with managers to discuss 
topics ranging, for instance, from 
no-smoking policies to layoffs.

codetermination
The right to a voice in setting 
company policies; workers generally 
elect representatives to the 
supervisory board.
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$35.53 in the United States, $47.38 in Germany, to $64.15 in Norway.15 And compared 
to the usual two or three weeks of U.S. vacation, workers in France can expect two and a 
half days of paid holiday per full month of service per year.

Example: Europe

To appreciate the employment effects of cultural, economic, and legal differences like 
these, consider Europe. Over the past five decades, the separate countries of the former 
European Community (EC) unified into a common market for goods, services, capital, 
and even labor called the European Union (EU). Generally speaking, this means that
products and even labor can move from country to country with few impediments.

Companies doing business in Europe (including U.S.-based companies like Ford) 
must adjust their human resource policies and practices to both EU directives and to
country-specific employment laws. The directives’ objectives are binding on all mem-
ber countries (although each member country can implement the directives as it so
chooses). For example, the confirmation of employment directive requires employers tot
provide employees with written terms and conditions of their employment. However,
these terms vary from country to country.16 In England, a detailed written statement is 
required, including things like rate of pay, date employment began, and hours of work. 
Germany doesn’t require a written contract, but it’s customary to have one.

The interplay of directives and country laws means that human resource practices 
vary from country to country in the EU. For example:17

• Minimum EU wages. Most EU countries have minimum wage systems. Some 
set national limits. Others allow employers and unions to work out their own 
minimum wages.

• Working hours. The EU sets the workweek at 48 hours, but most EU countries set 
it at 40 hours.

• Termination of employment. Required notice periods when dismissing employees 
in Europe range from none in Spain to two months in Italy.

INTERNATIONAL EMPLOYEE  
SELECTION ISSUES
Increasingly today, international human resource management focuses on how employ-
ers should manage their global HR functions, for instance in terms of applying home 
office appraisal and compensation practices abroad. However, filling the employer’s inter-
national jobs has traditionally been the heart of international human resource manage-
ment. The process involves identifying and selecting the people who will fill the positions 
abroad, and then placing them in those positions.

International Staffing: Home or Local?
In general, we can classify an international company’s employees as expatriates,
home-country nationals, locals (host-country nationals), or third-country nationals.18

Expatriates are noncitizens of the countries in which they are working. Expatriates
may also be home-country nationals, which means citizens of the country in which 
the company is headquartered. Locals (also known as host-country nationals) work 
for the company abroad and are citizens of the countries where they are working.
Third-country nationals are citizens of a country other than the parent or the host 
country—for example, a French executive working in the Shanghai branch of a U.S. 
multinational bank.19

Why Local?

Most of the employees will be “locals,” for good reason. Within the United States, it can 
be challenging bringing workers in from abroad, so using U.S. locals may be a necessity.
(Under existing rules, U.S. employers must try to recruit U.S. workers before filing for-
eign labor certification requests with the Department of Labor.20)
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And abroad, cost is a big consideration in “hiring local.” Some companies don’t 
realize what it costs to send expatriates abroad. Agilent Technologies estimated that it 
cost about three times the expatriate’s annual salary to keep the person abroad for one 
year. But when Agilent hired an outside firm to handle its expatriate program, it dis-
covered that the costs were much higher. Agilent then reduced the number of expats it
sent abroad.21 Yet cost may also work in the opposite direction. For example, difficulties
attracting management trainees to work in relatively low-wage hospitality jobs in the
United States prompts some hotel chains to hire people from abroad to fill these jobs. 
Finally, the host country’s government and citizens may view the multinational as a “bet-
ter citizen” if it uses local management talent.

Why Expats?

There are also good reasons to use expatriates—either home-country or third-country 
nationals—for staffing subsidiaries. Employers often can’t find local candidates with the 
required technical qualifications. As noted earlier, companies also view a successful stint 
abroad as a required step in developing top managers. Control is important too. The 
assumption is that home-country managers are already steeped in the firm’s policies 
and culture, and thus more likely to implement headquarter’s instructions and ways of 
doing things.

In any case, the trend is toward using locals. Posting expatriates abroad is expensive, 
security problems give potential expats pause, returning expats often leave for other em-
ployers, colleges are producing top-quality candidates abroad, and the recent recession 
made the cost of posting employees abroad even more unattractive. One survey found
that about 47% of U.S. multinationals are maintaining the size of their expat workforces; 
18% were increasing it, and 35% were decreasing the number of expatriates.22 However,
about half the global companies in one recent survey said they were doubling the num-
ber of expats they send to countries like China in the next few years.23 The human re-
source team needs to control expat expenses, as the accompanying HR as a Profit Center
explains.

third-country nationals
Citizens of a country other than 
the parent or host country.

HR AS A PROFIT CENTER

Reducing Expatriate Costs

Given the expense of sending employees (often, dozens or hundreds of employees) abroad 
for overseas assignments, the employer’s human resource team plays a central role in con-
trolling and reducing expatriate costs. A survey by Mercer shows some of the steps HR 
managers are taking to reduce these expenses. (Mercer provides consulting, outsourcing, 
and investment services to employers worldwide.24) First, companies are upping the num-
bers of short-term assignments they make. This lets them use lower-cost short-term assign-
ments to replace some long-term assignments that require supporting expats (and their 
families) abroad for extended periods. Fifty percent of the companies Mercer surveyed 
are also replacing some expatriate postings with local hires. With an eye on cutting costs,
many employers were also reviewing their firms’ policies regarding such things as housing, 
education, and home leave, along with expatriate allowances and premiums (cost-of-living
allowance and mobility/quality-of-living premiums).25

 Talk About It – 2
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following questions. Might not some of these policies make it harder to get 
employees to move abroad? Why?

locals
Employees who work for the 
company abroad and are citizens 
of the countries where they are 
working, also known as “host-
country nationals.”

Other Solutions

The choice is not just expatriate versus local employees. For example, one survey found 
that about 78% of employers had some form of “localization” policy. This is a policy of 

http://www.mymanagementlab.com
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transferring a home-country national employee to a foreign subsidiary as a “permanent 
transferee.” The employer here does not treat the employee (who assumedly wants to 
move abroad) as an expatriate, but instead as, say, a French local hire.26 For example, U.S. 
IBM employees originally from India eventually filled many of the 5,000 jobs that IBM 
recently shifted from the United States to India. These employees elected to move back 
to India, albeit at local, India pay rates.

As we explained in Chapter 5, offshoring (having local employees abroad do jobs that g
the firm’s domestic employees previously did in-house) is another option. However, do-
ing so entangles the employer in numerous human resource decisions. IBM Business 
Consulting Services surveyed employers to see exactly what roles HR was actually playing 
in these decisions.27 Here, HR helps top management:28

• To understand the local labor markets, for example, in terms of their size, education
levels, unions, and language skills.

• To understand how the firm’s current employment-related reputation in the locale
may affect outsourcing to this locale.

• To decide how much the firm should integrate the local workforce into the parent firm’s e
corporate organization. For example, employees performing strategic customer-related 
tasks (such as engineering) might best become employees. Others (such as call cen-
ters) might best remain independent contractors or employees of vendor firms.

• To deal with skill shortages.29 This often requires getting employees from other lo-
cal firms using signing bonuses, higher wages, and improved employee retention 
policies (for instance, improved promotion opportunities).

• To identify what “levers” reduce attrition. These levers include more train” -
ing and development, better compensation and benefits, and improved career 
opportunities.

Other firms run projects abroad by using “transnational” teams composed of employees
whose locations and activities span many countries.30 Thus a European beverage manu-
facturer formed a 13-member “European Production Task Force,” with members from 
its facilities in five countries. Its task was to analyze how many factories the firm should
operate in Europe, what size they should be, and where to place them.31 Most such teams
don’t meet face-to-face, but work in virtual environments. Virtual transnational teams
are groups of geographically dispersed coworkers who interact using a combination of 
telecommunications and information technologies to accomplish an organizational task.

Values and International Staffing Policy
It’s not just facts such as technical skills or attrition rates that influence whether employ-
ers use expats, locals, or offshore solutions. In addition, the top executives’ values also
play a role. Some executives are just more “expat-oriented.”

Experts sometimes classify people’s values as ethnocentric, polycentric, or 
geocentric, and these values translate into corresponding corporate behaviors and poli-
cies.32 In a firm whose top managers tend to be ethnocentric, “the prevailing attitude 
is that home-country attitudes, management style, knowledge, evaluation criteria, and 
managers are superior to anything the host country might have to offer.”33 In the polycen-
tric corporation, “there is a conscious belief that only host-country managers can ever c
really understand the culture and behavior of the host-country market; therefore, the
foreign subsidiary should be managed by local people.”34 Geocentric executives believe c
they must scour the firm’s whole management staff on a global basis, on the assumption 
that the best manager for a specific position anywhere may be found in any of the coun-
tries in which the firm operates.

These values in turn translate into three broad international staffing policies. With 
an ethnocentric staffing policy, the firm tends to fill key management jobs with home c
(parent-country) nationals. A polycentric-oriented firm would staff its foreign subsidiar-
ies with host-country nationals, and its home office with parent-country nationals. A
geocentric staffing policy guides the firm to choose the best people for key jobs regardless c
of nationality.

virtual transnational teams
Groups of geographically dispersed 
coworkers who interact using a 
combination of telecommunications 
and information technologies to 
accomplish an organizational task.

ethnocentric
A management philosophy that 
leads to the creation of home 
market–oriented staffing decisions.

polycentric
A management philosophy oriented 
toward staffing positions with local 
talent.

geocentric
A staffing policy that seeks the 
best people for key jobs through-
out the organization, regardless 
of nationality.
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Ethics Codes

In terms of values, employers also need to ensure that their employees abroad are adher-
ing to their firm’s ethics codes. Doing so requires more than promulgating to employees 
abroad the firm’s employee handbook. For instance, few countries adhere to “employ-
ment at will,” so even handbooks that say employment is at will “can become binding 
contracts.”35

Sometimes, the employer’s main concern is establishing global standards for adher-
ing to U.S. laws that have cross-border impacts. Here employers should set policies on 
things like discrimination, harassment, bribery, and Sarbanes-Oxley. For other firms, the
main concern may be enforcing codes of conduct for avoiding, for instance, sweatshop
conditions. And bribery, abhorrent in most countries, is ignored in others. Recently, one 
company paid $10 million to settle accusations that it had bribed Chinese and South
Korean officials to get $54 million in government contracts.36

Special Tools for Selecting International Managers
In most respects, screening managers for jobs abroad is similar to screening them for do-
mestic jobs. Both need the technical knowledge and skills to do the job, and the required 
intelligence and people skills. Testing (as discussed in Chapter 6) is widely used.

However, foreign assignments are different. The expatriate and his or her family will 
have to cope with and adapt to colleagues whose culture may be very different from their 
own. And, there’s the stress of being in a foreign land. In spite of this, one study con-
cluded, “traditionally, most selection of expatriates appears to be done solely on the basis 
of successful records of job performance in the home country.”37 Whether the candidate 
could adapt to a new culture is often secondary.

Preferably, international assignee selection should therefore include realistic pre-
views, and adaptability screening procedures.38 Even in the most familiar foreign postings 
there will be language barriers, bouts of homesickness, and the need for children to adapt 
to new friends. Realistic previews about the problems as well as about the country’s cul-
tural benefits are thus an important part of the screening process. The rule should always 
be to “spell it all out” ahead of time, as many multinationals do.39 Similarly, with flexibil-
ity and adaptability high on the list of what makes expats succeed, adaptability screening
should be part of the screening process. Employers often use trained psychologists for
this. Adaptability screening aims to assess the assignee’s (and spouse’s) probable success 
in handling the foreign transfer, and to alert them to issues (such as the impact on chil-
dren) the move may involve. Here, companies often look for overseas candidates whose
work and nonwork experience, education, and language skills already demonstrate a fa-
cility for living and working with different cultures. Even several successful summers
spent traveling overseas or in foreign student programs might provide some basis to 
believe the potential transferee can adjust when he or she arrives abroad.

Diversity Counts
Sending Women Managers Abroad

While women represent about 50% of the middle management talent in U.S. companies, 
they represent only about 21% of managers sent abroad. That’s up from about 3% in the 
1980s and 15% in 2005, but still low.40 What accounts for this?

Many of the misperceptions that impeded women’s progress over the years still ex-
ist.41 Line managers make these assignments, and many assume that women don’t want 
to work abroad, are reluctant to move their families abroad, or can’t get their spouses 
to move.42 In fact, this survey found, women do want international assignments, they 
are not less inclined to move their families, and their male spouses are not necessarily 
reluctant.

Safety is another issue. Employers tend to assume that women abroad are more likely 
to become crime victims. However, most surveyed women expats said that safety was no 
more an issue with women than it was with men.43

Fear of cultural prejudices against women is another common issue. In some cul-
tures, women do have to follow different rules than do men, for instance, in terms of 
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attire. But as one expat said, “Even in the more harsh cultures, once they recognize that 
the women can do the job, once your competence has been demonstrated, it becomes 
less of a problem.”44

Employers take several steps to overcome misperceptions like these, and to identify 
more women to assign abroad. For example, formalize a process for identifying employ-
ees who are willing to take assignments abroad. (At Gillette, for instance, supervisors
use the performance review to identify the subordinate’s career interests, including for 
assignments abroad.) Train managers to understand how employees really feel about go-
ing abroad, and what the real safety and cultural issues are. Let successful female expats 
help recruit prospective female expats. And provide the expat’s spouse witht employment 
assistance.45

Social Media and HR
Social media such as www.linkedin.com (see their global expat network) and www
.expatfinder.com are excellent sources of information, suggestions, support, and employ-
ment leads and connections for expats or for those considering a job abroad.46

How to Avoid Failed International Assignments
The employer knows the expat’s assignment probably failed when he or she makes an 
early unplanned return. Determining why the foreign assignments of technically quali-
fied expats fail is a cottage industry itself, but two factors loom large—the expat’s person-
ality, and family pressures.

In terms of personality, successful expatriate employees tend to be extroverted,
agreeable, and emotionally stable individuals.47 One study found three characteristics—
extroversion, agreeableness, and emotional stability—were inversely related to the ex-
patriate’s desire to terminate the assignment; conscientiousness was positively related to 
the expatriate’s performance. Not surprisingly, sociable, outgoing, conscientious people 
seem more likely to fit into new cultural settings.48 Intentions are important too: For 
example, people who want expatriate careers try harder to adjust to such a life.49 And ex-
patriates who are more satisfied with their jobs abroad are more likely to adapt to the for-

eign assignment.50 Studies also suggest that it’s not how different culturally 
the host country is from the person’s home country that causes problems; it’s
the person’s ability to adapt.51 Some people are so culturally at ease that they 
do fine transferred anywhere; others will fail anywhere.52

However, studies also underscore this fact: It’s usually not technical or
personality factors but family and personal ones that undermine interna-
tional assignees. As one writer says:53

The selection process is fundamentally flawed. . . . Expatriate assign-
ments rarely fail because the person cannot accommodate to the tech-
nical demands of the job. . . . They fail because of family and personal
issues and lack of cultural skills that haven’t been part of the process.54

The solution here is to provide realistic previews of what to expect abroad,
careful screening (of both the prospective expat and his or her spouse), and g
improved orientation (discussions with recent returnees about the challenges
of the foreign posting, for instance). Other suggestions include: shorten the
length of the assignment; use Internet-based video technologies and group
decision-making software to enable global virtual teams to conduct busi-
ness without relocation;55 and form “global buddy“ ” programs, wherein local
managers and their spouses assist new expatriates and their families with 
advice on things such as office politics, norms of behavior, and where to 
receive emergency medical assistance.56

Selection Trends

The expat selection situation seems to be improving. There has been 
an increase in the number of selection criteria companies use to select 

It’s usually not technical or cultural 
factors but family and personal 
ones that undermine international 
assignees.
Source: Ghislain & Marie David de Lossy/Cultura/Getty images.

http://www.linkedin.com
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expatriates. Employers now regularly use selection criteria such as technical/pro-
fessional skills, expatriates’ willingness to go, experience in the country, personal-
ity factors (including flexibility), leadership skills, the ability to work with teams,
and previous performance appraisals in the selection process. This may account 
for the decline in U.S. companies’ early return rates.57

TRAINING AND MAINTAINING 
INTERNATIONAL EMPLOYEES
Orienting and Training Employees on International Assignment
When it comes to the orientation and training required for expatriate success overseas, 
the practices of most U.S. employers reflect more talk than substance. Executives tend 
to agree that international assignees do best when they receive the special training (in 
things like language and culture) that they require. Fewer actually provide it.

Many vendors offer packaged cross-cultural predeparture training programs. In gen-
eral, the programs use lectures, simulations, videos, and readings. One program aims 
to provide the trainee with (1) the basics of the new country’s history, politics, business
norms, education system, and demographics; (2) an understanding of how cultural val-
ues affect perceptions, values, and communications; and (3) examples of why moving 
to a new country can be difficult, and how to manage these challenges.58 Another aims 
to boost self-awareness and cross-cultural understanding, to provide opportunities for 
anxieties to be addressed, and to reduce stress and provide coping strategies.59 A third 
prepares individuals and their families “to interact successfully in daily life and business 
situations abroad.”60 Language training is the most basic and perhaps obvious training for
employees about to go abroad. After buying Sprint Nextel, for instance, Japan’s Softbank 
Mobile offered its employees a $10,000 incentive to excel on a test of English; English-
language training has also long been essential for Nissan Corporation’s Japanese managers.61

Some employers use returning managers as resources. Bosch holds regular seminars, 
where newly arrived returnees pass on their experience to managers and their families 
going abroad.

Training Employees Abroad

Extending the parent company’s training to its local employees abroad is increasingly 
important. For Kimberly-Clark, for instance, average training per employee abroad is 
about 38 hours per year.62 Starbucks brings new management trainees from abroad to 
its Seattle, Washington, headquarters. This gives them “a taste of the West Coast lifestyle 
and the company’s informal culture,” as well as the technical knowledge required to man-
age their local stores.63 Other firms arrange for classroom programs such as those at the
London Business School. Figure MA.1 illustrates some corporate programs to develop 
global managers.
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an effective employee 
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FIGURE MA.1
Corporate Programs to
Develop Global Managers

Source: International 
Organizational Behavior, 2nd ed., 
by Anne Marie Francesco and
Barry Gold. Copyright © 2005
by Pearson Education, Inc. 
Reprinted and electronically 
reproduced by Pearson
Education, Inc., Upper Saddle
River, New Jersey.

• Asea Brown Boveri (ABB) rotates about 500 managers around the world to different countries ff

every 2 to 3 years to develop a management cadre of “transpatriates” to support their strategic 

aims.

• PepsiCo has an orientation program for its foreign managers, which brings them to the United 

States for 1-year assignments.

• At British Telecom, eTT xisting expatriate workers talk to prospectiveii  assignees about the cultural 

factors to expect.

• Honda of America Manufacturing gives its U.S. supervisors and managers extensive preparation 

in Japanese language, culture, and lifestyle and then sends them to the parent company in Tokyo kk

for up to 3 years.

• General Electric gives their engineers and managers regular language and cross-cultural training 

so that they are equipped to conduct business with people around the world.
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Performance Appraisal of International Managers
Several things complicate appraising an expatriate’s performance. Cultural differences 
are one. For example, a candid exchange is often the norm in the United States, but
sometimes less so in China, where “face” is a concern.

Furthermore, who does the appraisal? Local managers must have some input, but, 
again, as in China, cultural differences may distort the appraisals. On the other hand,
home-office managers may be so out of touch that they can’t provide useful apprais-
als. In one survey, managers knew that having appraisers from both the host and home 
countries produced the best appraisals. But, in practice, most employers didn’t do this. 
Instead, they had raters from the host or the home countries do them.64

Suggestions for improving the expatriate appraisal process include: adapt the per-
formance criteria to the local job and situation; weigh the evaluation more toward the 
on-site manager’s appraisal than toward the home-site manager’s; and if the home-office
manager does the actual written appraisal, have him or her use a former expatriate from
the same overseas location for advice.

International Compensation
As discussed in Chapter 10 (Compensation), the usual way to formulate expatriate pay 
is to equalize purchasing power across countries, a technique known as the balance sheet
approach.65 The basic idea is that each expatriate should enjoy the same standard of liv-
ing he or she would have at home.

In practice, this usually boils down to building the expatriate’s total compensation 
around five or six separate components. Table MA.1 illustrates the balance sheet ap-
proach for someone transferring from the United States to Shanghai, China. The U.S.
State Department estimates the cost of living in Shanghai at 128% of the United States.66

In this case, the manager’s annual earnings are $160,000, and she faces a U.S. income tax 
rate of 28%. Other costs are based on the index of living costs abroad published in the
“U.S. Department of State Indexes of Living Costs Abroad, Quarters Allowances, and
Hardship Differentials,” available via the www.state.gov website.67 The HR in Practice
feature shows one example.

To help the expatriate manage his or her home and foreign financial obligations,
most employers use a split pay approach; they pay, say, half a person’s actual pay in home-y
country currency and half in the local currency.68

TABLE MA.1 The Balance Sheet Approach (Assumes U.S. Base Salary of $160,000)

Annual Expense Chicago, U.S.
Shanghai, China 
(US $ Equivalent) Allowance

Housing and utilities $35,000 $ 44,800 $ 9,800

Goods and services  6,000   7,680   1,680

Taxes 44,800  57,344 12,544

Discretionary income 10,000  12,800   2,800

Total $95,800 $122,624 $26,824

Expats working for the company CEMEX (a multinational 
building supplies company) get foreign service premium 
equal to a 10% increase in salary. Some get a hardship 
premium, depending on the country; it ranges from zero 
in a relatively comfortable posting to, for example, 30%
in Bangladesh. The company pays for their housing and 
for their children’s schooling up to college. There’s home 

leave—a ticket back to their home country for the entire 
family once a year. There are language lessons for the spouse. 
And CEMEX grosses up the pay of all expats, to take out 
the potential effects of local tax law. Say there is a CEMEX
executive earning $150,000. This person would cost close 
to $300,000 as an expat.69

HR IN PRACTICE

Expat Pay at CEMEX

http://www.state.gov
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Incentives

While the situation is changing, performance-based incentives are still somewhat less 
prevalent abroad. In Europe, firms still tend to emphasize a guaranteed annual salary 
and company-wide bonus. However, European compensation directors do want to see 
more performance-based pay. The employer also needs to tie the incentives to local re-
alities. For example, in Eastern Europe, workers spend a large share of their disposable 
income on basics like food and utilities. They therefore require a higher proportion of 
more predictable base salary than do workers in, say, the United States.70

However, incentives are popular in other countries. In Japan, a worker might expect 
to receive perhaps half (or more) of his or her total annual compensation near year 
end, as a sort of profit-sharing bonus. In Asia, including China, incentives, even for
production workers, are popular. However, many employers in Asia, to preserve group
harmony, make incentive pay a small part of the pay package, and team incentives are 
advisable.71

Safety and Fair Treatment Abroad
Employee safety abroad is an important issue, for several reasons. For one thing, provid-
ing safety and fair treatment shouldn’t stop at a country’s borders. The United States has 
often taken the lead in occupational safety. However, other countries have such laws, 
with which all employers must comply. In any case, it’s hard to make a legitimate case for 
being less safety conscious or fair with workers abroad than you are with those at home. 
We discussed safety abroad in Chapter 14 (Safety).

Repatriation: Problems and Solutions
A three-year assignment abroad for one employee with a base salary of about $150,000 
may cost the employer $1 million, once extra living costs, transportation, and family 
benefits are included72; yet about 40% to 60% of them will probably quit within three
years of returning home.73 Given the investment, it obviously makes sense to keep them
with the firm. However, one survey found that only about 31% of employers surveyed
had formal repatriation programs for executives.74 Formal repatriation programs are 
useful. For instance, one study found that about 5% of returning employees resigned if 
their firms had formal repatriation programs, while about 22% of those left if their firms 
had no such programs.75

Steps in Repatriation

The guiding principle of any repatriation program is this: Make sure that the expatriate 
and his or her family don’t feel that the company has forgotten them. For example, one 
firm has a three-part repatriation program.76

First, the firm matches the expat and his or her family with a psychologist trained in 
repatriation issues. The psychologist meets with the family before they go abroad. The
psychologist discusses the challenges they will face abroad, assesses with them how well 
they think they will adapt to their new culture, and stays in touch with them throughout 
their assignment.

Second, the program makes sure that the employee always feels that he or she is still 
“in the home-office loop.” For example, the expat gets a mentor, and travels back to the 
home office periodically for meetings.

Third, once it’s time for the expat employee and his or her family to return home, 
there’s a formal repatriation service. About six months before the overseas assignment 
ends, the psychologist and an HR representative meet with the expat and the family to 

 Talk About It – 3
If your professor has chosen to assign this, go to www.mymanagementlab.com to discuss the following question. 
Reading between the lines here, what does CEMEX seem to be doing right as far as minimizing the risks that their
foreign assignments will fail?

http://www.mymanagementlab.com
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start preparing them for return. For example, they help plan the employee’s next career 
move, help the person update his or her résumé, and begin putting the person in contact 
with supervisors back home.77

At the end of the day, probably the simplest thing employers can do is value expats’
experience more highly. As one returnee put it: “My company was, in my view, somewhat 
indifferent to my experience in China as evidenced by a lack of monetary reward, posi-
tive increase, or leverage to my career in any way.” Such feelings prompt former expats to 
look elsewhere for opportunities.78 Having a system in place that facilitates keeping track 
of employees as they move from position to position in a global organization is essential. 
One reason for returnees’ high attrition rates is that employers simply lose track of their
returnees’ new skills and competencies.79

Watch It
How does a company actually go about managing its international human
resource management function? If your professor has chosen to assign this, go
to www.mymanagementlab.com to watch the video title Global HR Man-
agement (joby) and then answer the questions to show what you would do in 
this situation.

LEARNING OBJECTIVE 4
List the main points in 
developing, making 
acceptable, and 
implementing a global 
HRM program.

MANAGING HR GLOBALLY
How to Put a Global HR System into Practice
With employers increasingly relying on local rather than expatriate employees, applying 
one’s selection, training, appraisal, pay, and other human resource practices abroad is a 
top international HR priority. Is it realistic for a company to try to institute a standard-
ized human resource management system in its facilities around the world?

A study suggests that the answer is “yes.” The results show that employers may have 
to defer to local managers on some specific human resource management policy issues. 
However, they also suggest that big intercountry differences in HR practice are often not 
necessary or even advisable. The important thing is how you implement the global huw -
man resource management system.

In this study, the researchers interviewed human resource personnel from six global 
companies—Agilent, Dow, IBM, Motorola, Procter & Gamble (P&G), and Shell Oil 
Co.—as well as international human resources consultants.80 The study’s overall con-
clusion was that employers who successfully implement global HR systems do so by 
applying several best practices. The basic idea is to develop systems that are acceptable to 
employees in units around the world, and ones that the employers can implement moret
effectively. Figure MA.2 summarizes this. We’ll look at each.

FIGURE MA.2
Best Practices for Creating
Global HR Systems

Take steps to ensureTT
the system is

acceptable to those
who must implement

it, such as by
investigating
pressures to

differentiate practicesff

Develop the
international HR 

System, such as by
forming global

networks

Implement the
international HR

system and practices,
for instance by

allocating adequate
resources
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Developing a More Effective Global HR System
First, these employers engage in two best practices in developing their worldwide human g
resource policies and practices.

• Form global HR networks. To head off resistance, human resource managers
around the world should feel that they’re part of the firm’s global HR team.81

Treat the local human resource managers as equal partners. For instance, best 
practice firms formed global teams to help develop the new human resources 
systems.

• Remember that it’s more important to standardize ends than means. For 
example, IBM uses a more or less standardized recruitment and selection pro-
cess worldwide. However, “details such as who conducts the interview (hiring 
manager vs. recruiter) . . . differ by country.”82

Making the Global HR System More Acceptable
Next, employers engage in three best practices so that the global human resource systems
they develop will be acceptable to local managers around the world. These are:

• Remember that truly global organizations find it easier to install global 
systems. For example, truly global companies require their managers to work 
on global teams, and recruit the employees they hire globally. As one man-
ager put it, “If you’re truly global, then you are hiring here [in the United 
States] people who are going to immediately go and work in the Hague, and 
vice versa.”83 This global mindset makes it easier for managers everywhere 
to accept the wisdom of having a standardized human resource management 
system.

• Investigate pressures to differentiate and determine their legitimacy. Local 
managers will insist, “You can’t do that here because we are different culturally.” 
These researchers found that these “differences” are usually not persuasive. For 
example, when Dow wanted to implement an online recruitment and selection 
tool abroad, the local hiring managers said that their managers would not use it.
After investigating the supposed cultural roadblocks, Dow successfully imple-
mented the new system.84

• Try to work within the context of a strong corporate culture. For example, be-
cause of how P&G recruits, selects, trains, and rewards them, its managers have a
strong sense of shared values. For instance, new recruits quickly learn to think in 
terms of “we” instead of “I.” They learn to value thoroughness, consistency, and a 
methodical approach. Having such global unanimity in values makes it easier to
implement standardized human resource practices worldwide.

Implementing the Global HR System
Finally, two best practices helped ensure success in actually implementing the globally g
consistent human resource policies and practices.

• “You can’t communicate enough.” “There’s a need for constant contact [by HR] 
with the decision makers in each country, as well as the people who will be imple-
menting and using the system.”85

• Dedicate adequate resources. For example, don’t require the local human resource 
management offices to implement new job analysis procedures unless the head of-ff
fice provides adequate resources for these additional activities.
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Review

SUMMARY

1. International business is important to almost every 
business today, and so firms must increasingly be
managed globally. Intercountry differences affect a 
company’s HR management processes. Cultural factors
such as assertiveness and humane orientation suggest
differences in values, attitudes, and therefore behaviors 
and reactions of people from country to country. Eco-
nomic and labor cost factors help determine whether 
HR’s emphasis should be on efficiency, or some other 
approach. Industrial relations and specifically the re-
lationship among the workers, the union, and the em-
ployer influence the nature of a company’s specific HR 
policies from country to country.

2. Selecting managers for expatriate assignments means 
screening them for traits that predict success in adapt-
ing to dramatically new environments. Such traits 
include adaptability and flexibility, self-orientation,
job knowledge and motivation, relational skills, extra-
cultural openness, and family situation. Adaptability 

screening focusing on the family’s probable success in 
handling the foreign assignment can be an especially 
important step in the selection process.

3. Training for overseas managers typically focusesg
on cultural differences, on how attitudes influence
behavior, and on factual knowledge about the target 
country. The most common approach to formulating 
expatriate pay is to equalize purchasing power across
countries, a technique known as the “balance sheet” 
approach. Repatriation problems are common, but 
you can minimize them. Suggestions include using 
repatriation agreements, assigning a sponsor, offer-
ing career counseling, and keeping the expatriate
plugged in to home-office business.

4. Employers who successfully implement global HR
systems do so by applying several best practices. The
basic idea is to develop systems that are acceptable to 
employees in units around the world, and ones that 
the employers can implement more effectively.t

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .
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KEY TERMS

international human resource management 
(IHRM) 485

works councils 486
codetermination 486
expatriates 487
host-country nationals 487

locals 488
third-country nationals 488
virtual transnational teams 489
ethnocentric 489
polycentric 489
geocentric 489

How would you do applying the concepts and skills you learned in this chapter? If 

your professor has chosen to assign this, go to www.mymanagementlab.com and 

complete the Managing in a Global Environment simulation to find out.

 Try It
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MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

A-7.Illustrate how intercountry differences affect HR.

A-8. Explain why foreign assignments fail and what to do to minimize the problems.

Other aspects of his international HR activities have been
equally problematic. Fisher alienated two of his U.S. sales 
managers by sending them to Europe to temporarily run the
European operations, but neglected to work out a compensa-
tion package that would cover their relatively high living ex-
penses in Germany and Belgium. One ended up staying the
better part of the year, and Fisher was rudely surprised to be
informed by the Belgian government that his sales manager
owed thousands of dollars in local taxes. The managers had
hired about 10 local people to staff each of the two distri-
bution centers. However, without full-time local European
sales managers, the level of sales was disappointing, so Fisher
decided to fire about half the distribution center employees.
That’s when he got an emergency phone call from his tem-
porary sales manager in Germany: “I’ve just been told that
all these employees should have had written employment
agreements and that in any case we can’t fire anyone without
at least one year’s notice, and the local authorities here are
really up in arms. Boss, I think we have a problem.”

Questions
A-9. Based on the chapter and the case incident, com-

pile a list of 10 international HR mistakes Fisher 
has made so far.

A-10. How would you have gone about hiring a European
sales manager? Why?

A-11. What would you do now if you were Mel Fisher?

Central Steel Door Corp. has been in business for about 
20 years, successfully selling a line of steel industrial-grade 
doors, as well as the hardware and fittings required for them. 
Focusing mostly in the United States and Canada, the com-
pany had gradually increased its presence from the New York 
City area, first into New England and then down the Atlantic
Coast, then through the Midwest and West, and finally into 
Canada. The company’s basic expansion strategy was always
the same: Choose an area, open a distribution center, hire a 
regional sales manager, then let that regional sales manager
help staff the distribution center and hire local sales reps.

Unfortunately, the company’s traditional success in find-
ing sales help has not extended to its overseas operations. 
With the expansion of the European Union, Mel Fisher,
president of Central Steel Door, decided to expand his com-
pany abroad, into Europe. However, the expansion has not
gone smoothly at all. He tried for three weeks to find a sales
manager by advertising in the International Herald Tribune,
which is read by businesspeople in Europe and by Ameri-
can expatriates living and working in Europe. Although the 
ads placed in the Tribune also ran for about a month on the
Tribune’s website, Fisher so far has received only five appli-
cations. One came from a possibly viable candidate, whereas 
four came from candidates whom Fisher refers to as “lost 
souls”—people who seem to have spent most of their time
traveling restlessly from country to country sipping espresso
in sidewalk cafés. When asked what he had done for the last
three years, one told Fisher he’d been on a “walkabout.”

APPLICATION EXERCISES

HR IN ACTION CASE INCIDENT 1

“Boss, I Think We Have a Problem”
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DISCUSSION QUESTIONS

A-1. List the HR challenges faced by an international 
business.

A-2. List and describe the basic steps in training
employees whom the employer is about to 
transfer abroad.

A-3. Explain the main things to keep in mind when 
designing and implementing a global HR system.

A-4. Give several examples of how each intercountry 
difference that affects HR managers may 
specifically affect an HR manager.

A-5. What special training do overseas candidates 
need? In what ways is such training similar to
and different from traditional diversity training?

A-6. How does appraising an expatriate’s performance
differ from appraising that of a home-office
manager? How would you avoid some of the 
unique problems of appraising the expatriate’s
performance?



MODULE A • MANAGING HR GLOBALLYLL     499

M
O

D
U

L
E

 A

Scan for Endnotes or go to www.pearsonglobaleditions.com/Dessler

ENDNOTES

http://www.pearsonglobaleditions.com/Dessler
www.pearsonglobaleditions.com/Dessler


OVERVIEW: 
In this module, we will cover . . .

■ THE SMALL BUSINESS CHALLENGE

■ USING INTERNET AND GOVERNMENT TOOLS 
TO SUPPORT THE HR EFFORT

■ LEVERAGING SMALL SIZE: Familiarity, Flexibility,
Fairness, Informality, and HRM

■ MANAGING HR SYSTEMS, PROCEDURES, 
AND PAPERWORK

Managing Human 
Resources in Small 
and Entrepreneurial 
Firms

B

LEARNING OBJECTIVES

When you finish studying this module, you should be able to:

1. Explain why HRM is important to small businesses and 
how small business HRM is different from that in large 
businesses.

2. Give four examples of how entrepreneurs can use Internet 
and government tools to support the HR effort.

3. List five ways entrepreneurs can use their small size to 
improve their HR processes.

4. Describe how you would create a start-up human resource 
system for a new small business.

MyManagementLab®

 Improve Your Grade!
When you see this icon, visit 

www.mymanagementlab.com
for activities that are applied, personalized, 

and offer immediate feedback.

Learn It
If your professor has chosen to assign this, go to www.mymanagementlab.com
to see what you should particularly focus on and to take the Module B Warm Up.
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THE SMALL BUSINESS CHALLENGE
In terms of the U.S. economy, the phrase small business is a misnomer. More than half 
the people working in the United States work for small firms.1 Small businesses as a
group also account for most of the 600,000 or so new businesses created every year, as 
well as for most of the country’s business growth (small firms grow faster than big ones). 
And small firms account for about three-quarters of the employment growth in the 
U.S. economy—in other words, they create most of the new jobs in the United States.2

Statistically speaking, therefore, most people graduating from colleges in the next
few years either do or will work for small businesses—those with less than 200 or so 
employees. Anyone interested in human resource management thus needs to under-
stand how managing human resources in small firms is different from doing so in huge 
multinationals.

How Small Business Human Resource Management Is Different
Managing human resources in small firms is different for four main reasons: size, priori-
ties, informality, and the nature of the entrepreneur.

Size

For one thing, it would be very unusual to find a very small business—say, under 90 or 
so employees—with a dedicated human resource management professional.3 The rule of 
thumb is that it’s not until a company reaches the 100-employee milestone that it can af-ff
ford an HR specialist. That’s not to say that small businesses don’t have human resource
tasks. Even five- to six-person retail shops must recruit, select, train, and compensate
employees, for instance. It’s just that in such situations, it’s usually the owner and (some-
times) his or her assistant that does all the HR paperwork and tasks. SHRM’s Human
Capital Benchmarking Study found, for instance, that even firms with under 100 employy -
ees often spend the equivalent of two-or-so people’s time each year addressing human
resource management issues.4 But, that time usually comes out of the owner’s very long
workday.

Priorities

It’s not just size but the realities of the situation that drive many entrepreneurs to expend 
more time and resources on non-HR issues. After studying small e-commerce firms in
the United Kingdom, one researcher concluded that, as important as human resource 
management is, it simply wasn’t a high priority for these firms:

Given their shortage of resources in terms of time, money, people and expertise, 
a typical SME [small and medium-sized enterprise] manager’s organizational im-
peratives are perceived elsewhere, in finance, production and marketing, with
HR of diminished relative importance.5

Informality

One effect of this is that human resource management activities tend to be more in-
formal in smaller firms. For example, one study analyzed training practices in about 
900  family and nonfamily small companies.6 Training tended to be informal, with an 
emphasis, for instance, on methods like coworker and supervisory on-the-job training. 
One researcher says that the need for small businesses to adapt quickly to competitive 
challenges often means handling matters like raises, appraisals, and time off “on an in-
formal, reactive basis.”7

The Entrepreneur

Entrepreneurs are people who create businesses under risky conditions, and starting new 
businesses from scratch is always risky. Hence, entrepreneurs need to be dedicated and 
visionary. Researchers therefore believe that small firms’ relative informality partly stems 
from entrepreneurs’ unique personalities. Entrepreneurs tend (among other things) to
be somewhat controlling: They tend to want to impose their personal stamp on the com-
pany and on its human resource (and other) policies and practices.8

LEARNING OBJECTIVE 1
Explain why HRM is 
important to small 
businesses and how 
small business HRM is 
different from that in large 
businesses.
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Implications

These four differences often mean that smaller businesses can face several special human
resource management–related risks.

• First, small business owners run the risk that their relatively rudimentary human 
resource practices will put them at a competitive disadvantage. Thus a small busi-
ness owner not using Web-based prescreening may be incurring unnecessary costs, 
and probably deriving inferior results than (larger) competitors.

• Second, the firm lacks specialized HR expertise.9 It may have at most one or two 
dedicated human resource management people responsible for the full range of 
HR functions. This makes it more likely that they’ll miss problems in specific areas, 
such as equal employment law.

• Third, the small business owner may not be fully complying with compensation reg-gg
ulations and laws. These include (as examples) how to pay compensatory time for
overtime hours worked, and distinguishing between employees and independent
contractors.

• Fourth, paperwork duplication means data entry errors. For small businesses, many 
of which don’t use human resource information systems, employee data (name, 
address, marital status, and so on) often appear on multiple human resource man-
agement forms (medical enrollment forms, W-4 forms, and so on). Any change 
requires manually changing all forms. This is time-consuming and inefficient, and 
can precipitate errors.

Why HRM Is Important to Small Businesses
A recent newspaper article about a small software start-up described the turmoil that
ensued when social media postings from one employee accused another of harassment. 
One moral to the story is that while most start-ups assume that HR is the last thing 
they need, most actually do need HR expertise from the start. To paraphrase one expert 
quoted in the article, it’s a mistake to assume that all you need is an employee handbook; 
start-ups need a rational HR system more than they realize.10

In fact, small firms that have effective HR practices do better than those that do not.11

For example, researchers studied 168 family-owned fast-growth small and medium-sized 
enterprises (SMEs). They concluded that successful high-growth SMEs placed greater 
importance on training and development, performance appraisals, recruitment pack-
ages, maintaining morale, and setting competitive compensation levels than did low-
performing firms: “These findings suggest that these human resource activities do in 
fact have a positive impact on performance [in smaller businesses].”12 The accompanying 
HR as a Profit Center feature illustrates this.

For many small firms, effective human resource management is also mandatory. 
Most suppliers (and therefore their suppliers) must comply with international quality r
standards. Thus, to comply with ISO-9000 requirements, large customers “either directly 
checked for the presence of certain HR policies, or, satisfying their service demands in-
directly necessitated changes in, for example, [the small vendor’s] training and job de-
sign.”13 We’ll look in this module at methods small business managers can use to improve 
their human resource management practices, starting with using Internet and govern-
ment tools.

HR AS A PROFIT CENTER

The Dealership

Carlos Ledezma runs a successful car dealership. His strategy for the dealership is to boost 
profits by building repeat business from customers who like dealing with friendly, long-term 
employees, and that’s what he’s done.14 To achieve that, he put in place a customer-oriented
human resource management strategy. He tests each employment candidate to make sure 
the job is the right fit. There’s a weeklong new-employee orientation, to introduce them 
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to their jobs and to the firm’s mission and culture. Then he gives each new employee a se-
nior employee to shadow for 90 days.15 For the first 90 days, Ledezma gives each of these
mentors $50 to $100 for each vehicle the trainee sells. In one recent year, Ledezma spent 
$150,000 on training.

Ledezma’s HR strategy pays off in profits that are well above the industry average. 
Customers like dealing with dedicated, competent, long-term employees. Employee turn-
over is about 28%, and the average employee stays about eight years, both much better 
than average.

 Talk About It – 1
If your professor has chosen to assign this, go to www.mymanagementlab.com to 
discuss the following: Write a short note on this topic: “What Carlos Ledezma is doing 
right with respect to HR management, based on what I’ve read about HR in the other
chapters of this book.”

USING INTERNET AND GOVERNMENT  
TOOLS TO SUPPORT THE HR EFFORT
City Garage, an expanding car service company in Texas, illustrates how small busi-
nesses stay competitive through the use of modern technology.16 The firm’s managers 
needed mechanics who were comfortable interacting directly with customers in City 
Garage’s “open service area” format (where customers could watch and interact with 
their mechanics). The old hiring process was a paper-and-pencil application and one in-
terview, followed by a hire/don’t hire decision. The process ate up management time and 

was ineffective. City Garage’s solution was to purchase the Personality Profile 
Analysis (PPA) online test from Thomas International USA. Now, after a quick 
application and background check, candidates take the 10-minute, 24-question 
PPA. City Garage staff then enter the answers into the PPA Software system, and 
receive test results almost at once. These show whether the applicant is right for 
the job, based on four personality characteristics.

Like City Garage, no small business need cede the “HR advantage” to big 
competitors. Knowledgeable small business managers can level the terrain by 
using Internet-based HR resources, including free online resources from the 
U.S. government. We’ll look at how.

Complying with Employment Laws
As one example, complying with federal (and state and local) employment law 
is a thorny issue for entrepreneurs. For example, the small business owner may 
want to know, “What can I ask a job candidate?” “Must I pay this person over-
time?” and, “Must I report this injury?”

Addressing such issues starts with deciding which federal employment laws 
apply to the company. For example, Title VII of the Civil Rights Act of 1964 
applies to employers with 15 or more employees, while the Age Discrimination 
in Employment Act of 1967 applies to those with 20 or more.17 Small business
owners will find the legal answers they need online at federal agencies’ websites
like the following.

The DOL

The U.S. Department of Labor’s (DOL) “FirstStep Employment Law Advisor” (see 
www.DOL.gov/elaws/firststep/) helps small businesses determine which laws apply to 
their business. First, the elaws wizard takes the owner through questions such as “What 
is the maximum number of employees your business or organization employs or will 
employ during the calendar year?” (See Figure MB.1.)

Proceeding through the wizard, the small business owner arrives at a “results” page. 
This says, “Based on the information you provided in response to the questions in the

LEARNING OBJECTIVE 2

Give four examples of how 
entrepreneurs can use 
Internet and government 
tools to support the 
HR effort.

City Garage’s managers
knew they would never 
implement their firm’s 
growth strategy without
changing how they tested 
and hired employees.
Source: Jupiterimages/Getty images.
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Advisor, the following employment laws administered by the Department of Labor 
(DOL) may apply to your business or organization.”18 For a typical small firm, these
laws might include the Consumer Credit Protection Act, Employee Polygraph Protection 
Act, Fair Labor Standards Act, Immigration and Nationality Act, Occupational Safety 
and Health Act, Uniformed Services Employment and Reemployment Rights Act, and 
Whistleblower Act.

A linked DOL site (www.dol.gov/whd/flsa/index.htm) provides information on the
Fair Labor Standards Act (FLSA). It also contains several specific “elaws Advisors.” Each 
provides practical guidance on questions such as when to pay overtime. Figure MB.2
presents, from this website, a list of elaws Advisors. As we explained in Chapter 2, the 
website of the U.S. Equal Employment Opportunity Commission (EEOC) (www.EEOC
.gov/employers/) contains important information regarding matters such as how can a
small business resolve a charge without undergoing an investigation or facing a lawsuit?

OSHA

The DOL’s Occupational Safety and Health Administration site (www.OSHA.gov/) simi-
larly supplies small business guidance. (See Figure MB.3.) OSHA’s site provides, among 

FIGURE MB.1
FirstStep Employment
Law Advisor

Source: U.S. Department of 
Labor, www.dol.gov/elaws/
firststep, accessed July 17, 2014.

FIGURE MB.2
Sample DOL elaws 
Advisors

Source: www.dol.gov/elaws/, 
accessed July 17, 2014.

• Th eTh Coverage a and Employmo ent Stattt us Advisor helr ps identify which wff orkers are employees 

covered by the FLSA.
• Th eTh Hoursrr Worked Advisor helr ps you determine which hours spent in work-related

activities are considered FLSA “hours worked” and, therefore, must be paid.
• Th eTh Overtime Security Advisor helr ps determine which employees are exempt froff m the

FLSA minimum wage and oveoo rtime pay raa equirements.
• Th eTh Overtime Calculator Advisor cor mputes the amount of overtime pay daa ue in a sample 

pay period based oaa n inforff mation froff m the user.
• Th eTh Child Labor Rules Advisor answers questir ons about the FLSA’AAs youth employment

provisions, including at whaaa t age youyy ng people can work and the jobs they can perform.
• Th eTh Section 14(c) Advisor helr ps users understand the special minimum wage requirements 

for workers with disabia lities.

http://www.dol.gov/whd/flsa/index.htm
http://www.EEOC.gov/employers/
http://www.EEOC.gov/employers/
http://www.OSHA.gov/
http://www.dol.gov/elaws/
http://www.dol.gov/elaws/
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other things, easy access to the OSHA Small Business Handbook. This contains practical
information, including industry-specific safety and accident checklists.

Employment Planning, Recruiting, and Selection
Internet resources can make small business owners as effective as their large competi-
tors at writing job descriptions and building applicant pools. As we saw in Chapter 4 
(pp. 132–133), the Department of Labor’s O*NET (http://online.onetcenter.org) illus-
trates this. Its online wizard enables business owners to create accurate and professional 
job descriptions and job specifications quickly. Similarly, small business owners use the 
online recruiting tools we discussed in Chapter 5. For example, they post positions on 
job boards such as CareerBuilder.com, on the sites of professional associations, or on the
sites of local newspapers.

Social Media and HR19

Small businesses also use social media to recruit applicants. For example, LinkedIn lets
employers post job openings and facilitates business networking; one recruiter looks 
for LinkedIn members with compelling summaries, excellent recommendations, and 
memberships in industry groups. On Twitter, recruiters can quickly see if a potential 
candidate has an appropriate username and photos, and can also check Twitter for 
things like the person’s status updates and retweets, to see (for instance) if he or she
shares useful information. Small business recruiters should focus on the social media
that makes sense for them. For example, if you’re looking for a Facebook marketing
expert, look on Facebook. Or look for a photographer on Instagram. And on Facebook 
and LinkedIn, focus recruiting efforts on industry groups that make sense for your 
company. Check to see how your competitors use social media, and which communi-
ties they use.

Social media recruiting entails risks. For example, conversing with someone whose 
Facebook profile reveals ethnic background could expose the employer to a discrimina-
tion suit if that applicant isn’t hired.

FIGURE MB.3
OSHA Small Business 
Website

Source: U.S. Department of 
Labor, www.osha.gov/dcsp/
smallbusiness/index.html.

http://online.onetcenter.org
www.osha.gov/dcsp/smallbusiness/index.html
www.osha.gov/dcsp/smallbusiness/index.html
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For the small business, one or two hiring mistakes could wreak havoc. As we explained
in Chapter 6 (Testing), online pre- and post-hire testing is widely used. Suggestions for 
improving a small business’s recruitment and selection efforts include:

• Keep it in the industry. Use online job boards that target a particular industry or 
city to minimize irrelevant applicants.20 For example, Jobing.com maintains 41 city-
specific job sites in 19 states. Beyond.com hosts hundreds of industry-specific
communities.

• Automate the process. Automated applicant processing systems are inexpensive 
enough for small employers. For example, systems from Taleo, NuView Systems, 
and Accolo accept résumés and help automate the screening process. NuView,
which costs about $6 to $15 per month per user, can instantly ask applicants 
questions, and bump out those without, for instance, the required education.21

• Test online. Use online tests, for instance, to test an applicant’s typing speed, profi-
ciency at QuickBooks, or even ability to sell over the phone. For example, PreVisor 
and Kenexa offer close to 1,000 online assessments, charging from several dollars to 
$50 a test.22

• Poll your inner circle. Tap friends and employees for recommendations and use
social networking sites such as LinkedIn and Facebook. One manager says, “I get 
people vouching for each applicant, so I don’t have to spend hours sorting through 
résumés.”23

• Send a recording. InterviewStream (http://interviewstream.com/) in Bethlehem,
Pennsylvania, records online video interviews for about $30 to $60. InterviewStream 
sends the candidate an e-mail invitation with a link. When he or she clicks the link, 
a video interviewer asks the company’s prerecorded questions. A webcam captures 
the candidate’s answers. Employers can let candidates rerecord their answers. Hiring 
managers can review the videos at their leisure.24

Complying with the Law

Given the time pressures facing most small business owners, confirming the validity of 
tests one buys online or through office supply stores is probably the exception, not the
rule. Many test providers will assist the employer in setting up a testing procedure. For 
example, Wonderlic (www.wonderlic.com/) will review your job descriptions as part of 
its process. The only surefire way to ascertain that, say, a test of sales potential really 
makes sense for your firm is to make sure the test is valid.

Employment Training
Small companies can’t compete with the training resources of giants like General Electric. 
However, as explained in Chapter 7 (Training), online training can provide, at a relatively 
low cost, employee training that used to be beyond most small employers’ reach. These (see 
Chapter 7) range from private vendors (such as www.PureSafety.com and www.skillsoft
.com) to the small business administration (www.sba.gov/sitemap) and the National 
Association of Manufacturers (NAM). The buyer’s guide from the American Society 
of Training and Development (www.astd.org/) is a good place to start to find a vendor 
(check under Resources).

Employment Appraisal and Compensation
Small employers have easy access to computerized and online appraisal and com-
pensation services. For example, Employee Appraiser (www.employeeappraiser.com/
index.php) presents a menu of more than a dozen evaluation dimensions, includ-
ing dependability, initiative, communication, decision making, leadership, judgment, 
and planning and productivity.25 Within each dimension are various performance
factors, again in menu form. The eAppraisal system from Halogen Software is another
example.26

Similarly, lack of easy access to salary surveys once made it difficult and time con-
suming for smaller businesses to fine-tune their pay scales. Today, sites like www.salary
.com make it easy to determine local pay rates.

http://interviewstream.com/
http://www.wonderlic.com/
http://www.PureSafety.com
http://www.skillsoft
http://www.sba.gov/sitemap
http://www.astd.org/
http://www.employeeappraiser.com/index.php
http://www.employeeappraiser.com/index.php
www.salary.com
www.salary.com
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Employment Safety and Health
Safety is an important issue for small employers. One European study found that the 
majority of all the workplace accidents and serious workplace accidents occur in firms 
with less than 50 employees.27 (This is not surprising, since most people work for smaller 
businesses.) As explained in Chapter 14 (Safety), OHSA provides several free services
for small employers.28 These include free on-site safety and health services for small 
businesses, and its OSHA Sharp program, a certification process through which OSHA
certifies that small employers have achieved commendable levels of safety awareness.29

LEVERAGING SMALL SIZE:  
FAMILIARITY, FLEXIBILITY, FAIRNESS, 
INFORMALITY, AND HRM
Because small businesses need to capitalize on their strengths, they should capitalize on
their smallness when dealing with employees. Smallness should translate into personal 
familiarity with each employee’s strengths, needs, and family situation. And it should y
translate into the luxury of being able to be relatively flexible and informal in the human l
resource management policies and practices the company follows. Smaller businesses 
must quickly adapt to competitive challenges. This often means that raises, appraisals,
and time off tend to be administered “on an informal, reactive basis with a short time
horizon.”30 However, being informal and flexible does not necessarily mean ineffective.

Simple, Informal Employee Selection Procedures
For example, there are many simple ways in which the small business manager can 
improve employee selection. Using the effective interviewing process (Building Your
Management Skills, Chapter 6, pages 200–201) is one. Work-sampling tests are another. 
As explained in Chapter 6, a work-sampling test means having the candidates perform
actual samples of the job in question. The process is simple. Break down the job’s main du-
ties into component tasks such as writing an ad. Then have the candidate do a sample task.

Flexibility in Training
Small companies are also typically more informal about training and development. For
example, one study of 191 small and 201 large firms in Europe found that many of the
small firms didn’t systematically monitor their managers’ skill needs, and fewer than
50% (as opposed to 70% of large firms) had career-development programs.31 The smaller 
firms also tended to focus any management-development training on learning specific 
firm-related competencies (such as how to sell the firm’s products).32 They did so due 
to resource constraints and a reluctance to invest too much in managers who may then 
leave.

Four-Step Training Process

Limited resources or not, small businesses can and do have effective training procedures. 
For example, a simple but still effective four-step training process follows.

 Step 1: Write a job description. A detailed job description is the heart of a train-
ing program. List the tasks of each job, along with a summary of the steps 
in each task.

 Step 2: Develop a task analysis record form. Next, summarize the job’s steps with 
a Task Analysis Record Form. This form (see Table 7-1, page 229) consoli-
dates information regarding required tasks and required skills. As Table 7-1
illustrates, the form contains six columns of information, such as “Skills or
knowledge required.” For example, in the first column, list specific tasks. 
Include what is to be performed in terms of each of the main tasks, and the 
steps involved in each task. In the third column, list performance standards
(in terms of quantity, quality, accuracy, and so on).

LEARNING OBJECTIVE 3
List five ways 
entrepreneurs can use 
their small size to improve
their HR processes.
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Step 3: Develop a job instruction sheet. Next, develop a Job Instruction Sheet fort
the job. As in Table MB.1, a Job Instruction Sheet again shows the steps int
each task, but this time also key points for each.

 Step 4: Prepare the training program for the job. At a minimum, the job’s train-
ing manual should include the job description, Task Analysis Record Form,
and Job Instruction Sheet, all compiled in a training manual. Perhaps also 
include a brief overview/introduction to the job, and a graphical and/or 
written explanation of how the job fits with other jobs in the plant or office.

You also have to decide what training media to use. A simple but effective on-the-job 
training program using current employees or supervisors as trainers requires only the
written materials we just listed. However, the nature of the job or the number of trainees 
may require producing or purchasing special training media. For many jobs such as su-
pervisor or bookkeeper, vendors like those we discussed in Chapter 7 and earlier in this 
chapter provide packaged multimedia training programs.

Informal Training Methods

Training expert Stephen Covey says small businesses can provide training without actu-
ally establishing expensive formal training programs. His suggestions include:33

• Offer to cover the tuition for special classes.

• Identify online training opportunities.

• Provide a library of CDs and DVDs for systematic, disciplined learning during 
commute times.

• Encourage the sharing of best practices among associates.

• When possible, send people to special seminars and association meetings for learn-
ing and networking.

• Create a learning ethic by having everyone teach each other what they are learning.

Flexibility in Benefits and Rewards
The Family and Work Institute surveyed the benefits practices of about 1,000 small and 
large companies.34 Not surprisingly, they found that large firms offer more extensive benefitse
packages than do smaller ones. However, many small firms overcame their bigger competi-
tors by offering more flexibility. “They’ve discovered how to turn tiny into tight-knit, earn-
ing employees’ trust by keeping them in the loop on company news and financials, and their 
loyalty by providing frequent feedback on performance.”35 For example, at ID Media, with 
90 employees, CEO Lynn Fantom gives all new employees a welcome breakfast on their first 
day. “It shows she wanted to meet us and get our opinions,” says one new employee.36

A Culture of Flexibility

The study found that small companies, because of the relative intimacy that comes
from the owners personally interacting with all employees each day, did a better job 

TABLE MB.1 Sample Job Instruction Sheet

Steps in TaskTT Key Points to Keep in Mind

1. Start motor. None.

2. Set cutting distance. Carefully read scale—to prevent wrong-sized cut.

3. Place paper on cutting table. Make sure paper is even—to prevent uneven cut.

4. Push paper up to cutter. Make sure paper is tight—to prevent uneven cut.

5. Grasp safety release with left hand. Do not release left hand—to prevent hand from being caught in cutter.

6. Grasp cutter release with right hand. Do not release right hand—to prevent hand from being caught in cutter.

7. Simultaneously pull cutter and safety 
releases.

Keep both hands on corresponding releases—avoid hands being
on cutting table.

8. Wait for cutter to retract. Keep both hands on releases—to avoid having hands on cutting table.

9. Retract paper. Make sure cutter is retracted; keep both hands away from releases.

10. Shut off motor. Make sure “on” light is off. 
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of fostering a “culture of flexibility.” Most importantly, this meant that “supervisors are 
more supportive and understanding when work/life issues emerge.”37 Ward’s Furniture 
in Long Beach, California, exemplifies this. Many of Ward’s 17 employees have been 
with the firm for 10 to 20 years. Brad Ward, an owner, attributes this in part to his firm’s 
willingness to adapt to its workers’ needs. For example, workers can share job responsi-
bilities and work part time from home. As a result, Wards Furniture is a good example 
of using small size to capitalize on work life benefits such as extra time off, compressed 
workweeks, schedule flexibility, and recognition for employees. The SIMPLE (for
Savings Incentive Match Plan for Employees) IRA (discussed in Chapter 10) is another 
example.

Fairness and the Family Business
Most small businesses are “family businesses,” since the owner and, often, one or more 
managers and employees are family members.

Being a nonfamily employee here isn’t easy. The tendency to treat family and non-
family employees differently can undermine perceptions of fairness.38 Reducing such 
“fairness” problems involves several steps, including:39

• Set the ground rules. One family business consultant says,

During the hiring process the applicant should be informed as to whether . . . 
there will be potential for promotion. At a minimum, make the expectations clear,
regarding matters such as the level of authority the person can expect to attain.40

• Treat people fairly. Most employees in a family business understand that they 
won’t be treated exactly the same as family members. However, they expect to be 
treated fairly. This means avoiding “any appearance that family members are ben-
efiting unfairly from the sacrifice of others.”41 For that reason, family members in 
many family businesses avoid ostentatious purchases like expensive cars.

• Confront family issues. Discord and tension among family members distracts and 
demoralizes other employees. Family members must confront and work out their
differences.

• Erase privilege. Family members “should avoid any behavior that would lead peo-
ple to the conclusion that they are demanding special treatment in terms of assign-
ments or responsibilities.”42 Family employees should come in earlier, work harder,
and stay later than other employees stay. Endeavor to show that family members
earned their promotions.

At Ward’s Furniture,
workers can share job 
responsibilities, and some 
work part time from
home.
Source: LJM Photo/Design Pics/Design Pics/Corbis.
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Using Professional Employer Organizations
Many small business owners look at the issues involved with managing personnel, and 
decide to outsource most of their human resource functions to vendors.43 These vendors 
(as explained in Chapter 11, Pay for Performance and Benefits) go by the names profes-
sional employer organizations (PEOs), human resource outsourcers (HROs), or sometimes
employee or staff leasing firms. Figure MB.4 summarizes guidelines small business own-
ers can use for finding and working with PEOs.

 Watch It
How does a small company actually carry out its human resource man-
agement tasks? If your professor has chosen to assign this, go to 
www.mymanagementlab.com to watch the video Managing Human 
Resources in Entrepreneurial Firms (Black Bird Guitars) and then answer the
questions to show what you’d do in this situation.

MANAGING HR SYSTEMS,  
PROCEDURES, AND PAPERWORK
Introduction
Consider the paperwork required to run a five-person retail shop. Just to start, recruiting
and hiring an employee might require a help wanted ad, an employment application, an 
interviewing checklist, various verifications—of education and immigration status, for
instance—and a reference checklist. You then might need an employment agreement, 
confidentiality and noncompetition agreements, and an employer indemnity agreement.
To process that new employee you might need a background verification, a new em-
ployee checklist, and forms for withholding tax and to obtain new employee data. And 
to keep track of the employee once on board, you’d need—just to start—a personnel data
sheet, daily and weekly time records, an hourly employee’s weekly time sheet, and an 
expense report. Then come all the performance appraisal forms, a disciplinary notice,
an employee orientation record, separation notice, and employment reference response.

Perhaps with just one or two employees you could keep track of everything in your 
head, or just write a separate memo for each HR action, and place it in a folder for each
worker. But with more than a few employees, you’ll need to create a human resource sys-
tem comprising standardized forms. Then, as the company grows, most employers begin 
to computerize various parts of the HR system—payroll, or appraising, for instance.

FIGURE MB.4
Guidelines for Finding
and Working with PEOs

Source: Based on Robert Beck 
and J. Starkman, “How to Find 
a PEO That Will Get the Job 
Done,” National Underwriter, 
110, no. 39, October 16, 
2006, pp. 39, 45; Lyle DeWitt, 
“Advantages of Human Resource
Outsourcing,” CPA Journal, 
75, no. 6, June 2005, p. 13;
www.peo.com/dnn/, accessed 
April 28, 2008; Layne Davlin,
“Human Resource Solutions 
for the Franchisee,” Franchising 
World, 39, no. 10, October
2007, p.27; www.workforce
.com/ext/resources/archive_
mediafiles/White%20Paper-%20
What%20is%20a%20PEO-
.pdf?1372871757, accessed 
September 16, 2014.

Employers should choose and manage the PEO relationship carefullff y. Syy ome guidelines forff

doing so include:

• Know ahead of time exactly what haa uman resource concerns your company wannn ts to address.
• Review the services of all PEO firfi ms you’re considering. Determine which can meet all

your requirements.
• Determine if the Pi EO is accPP redited. Th eTh re is no ratinaa g system. However, the Err mployer

Services Assurance Corporation of Little Rock, Arkansas (www.Esacoww rp.org), imposes

higher finfi ancial, auditing, and operatinaa g standards on its members.
• Check the provider’s bank, cr’ edit, insurance, and professional referencee s.
• Understand how the employee benefim ts will be fundeff d. Is it fully insuii red or partially self-funded?
• Review the service agra eemerr nt cart efully. Aryy e the respective parties’ responsibilities and

liabilities clear? Understand how you wUU ill be charged.
• Investigate how long the PEO has been in busbb iness.
• Check out the prospective PEO’s sta’ ffa . Do they seem to hffff ave the expertise to deliver on its 

promises?
• Ask, how will the firfi m deliver its services? In person? By phone? Via the WVV ebWW ?
• Ask about upfrpp ont fees and how these are determined.
• Periodically get pl roof thao t payroll taxes and insurance premiums are berr ing pn aid properlo yl  andy

that anaa y legal issues arnn e handled correctly.yy
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LEARNING OBJECTIVE 4
Describe how you would 
create a start-up human
resource system for a new 
small business.

http://www.mymanagementlab.com
http://www.peo.com/dnn/
http://www.Esacorp.org
www.workforce.com/ext/resources/archive_mediafiles/White%20Paper-%20What%20is%20a%20PEO-.pdf?1372871757
www.workforce.com/ext/resources/archive_mediafiles/White%20Paper-%20What%20is%20a%20PEO-.pdf?1372871757
www.workforce.com/ext/resources/archive_mediafiles/White%20Paper-%20What%20is%20a%20PEO-.pdf?1372871757
www.workforce.com/ext/resources/archive_mediafiles/White%20Paper-%20What%20is%20a%20PEO-.pdf?1372871757
www.workforce.com/ext/resources/archive_mediafiles/White%20Paper-%20What%20is%20a%20PEO-.pdf?1372871757


MODULE B • MANAGING HUMAN RESOURCES IN SMALL AND ENTREPRENEURIAL FIRMS    511

Basic Components of Manual HR Systems
Very small employers (say, with 10 employees or less) will probably start with a manual 
human resource management system. From a practical point of view, this generally means 
obtaining and organizing a set of standardized personnel forms covering each important as-
pect of the HR process—recruitment, selection, training, appraisal, compensation, safety—
as well as some means for organizing all this information for each of your employees.

Basic Forms

The number of forms you would conceivably need even for a small firm is quite large, as 
the illustrative list in Table MB.2 shows.44 One simple way to obtain the basic component 
forms of a manual HR system is from websites (such as www.hr.com/en/free_forms/) 
or books or CDs that provide compilations of HR forms. The forms you want can then 
be adapted from these sources for your particular situation. Office supply stores (such 
as Office Depot and Office Max) also sell packages of personnel forms. For example, 
Office Depot sells packages of individual personnel forms as well as a “Human Resource 
Kit” containing 10 copies of each of the following: Application, Employment Interview, 
Reference Check, Employee Record, Performance Evaluation, Warning Notice, Exit 
Interview, and Vacation Request, plus a Lawsuit-Prevention Guide.45 Also available (and 
highly recommended) is a package of Employee Record Folders. Use the folders to main-
tain a file on each individual employee; on the outside of the pocket is printed a form for 
recording information such as name, start date, company benefits, and so on.

Other Sources

Several direct-mail catalog companies similarly offer a variety of HR materials. For ex-
ample, HRdirect (www.hrdirect.com) offers packages of personnel forms. These include, 
for instance, Short- and Long-Form Employee Applications, Applicant Interviews, Em-
ployee Performance Reviews, Job Descriptions, Exit Interviews, and Absentee Calen-
dars and Reports. There are also various legal-compliance forms, including standardized 
Harassment Policy and FMLA Notice forms, as well as posters (for instance, covering 
legally required postings for matters such as the Americans with Disabilities Act and
Occupational Safety and Health Act) available.

G. Neil Company, of Sunrise, Florida (www.gneil.com), is another direct-mail per-
sonnel materials source. In addition to a complete line of personnel forms, documents, 
and posters, it carries manual systems for matters like attendance history, job analyses, 

TABLE MB.2 Some Important Employment Forms

New Employee Forms Current Employee Forms Employee Separation Forms

Application Employee Status Retirement Checklist

New Employee Checklist Change Request Termination Checklist

Employment Interview Employee Record COBRA Acknowledgment

Reference Check Performance Evaluation Unemployment Claim

Telephone Reference Report Warning Notice Employee Exit Interview

Employee Manual Acknowledgment Vacation Request

Employment Agreement Probation Notice

Employment Application Disclaimer Job Description

Employee Secrecy Agreement Probationary Evaluation

Direct Deposit Acknowledgment

Absence Report

Disciplinary Notice

Grievance Form

Expense Report

401(k) Choices Acknowledgment

Injury Report

http://www.hr.com/en/free_forms/
http://www.hrdirect.com
http://www.gneil.com
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and tracking vacation requests and safety records. It has a complete HR “start-up” kit 
containing 25 copies of each of the basic components of a manual HR system. These 
include Long Form Application for Employment, Attendance History, Performance Ap-
praisal, Payroll/Status Change Notice, Absence Report, and Vacation Request & Approval, 
all organized in a file box.

Automating Individual HR Tasks
As the small business grows, it becomes increasingly unwieldy to rely on manual HR 
systems. For a company with 40 or 50 employees or more, the amount of management 
time devoted to things like attendance history and performance appraisals can swell into 
weeks. It is therefore at about this point that most small- to medium-sized firms begin
computerizing individual human resource management tasks.

Packaged Systems

Here again, there are a variety of resources available. For example, various websites con-
tain categorical lists of HR software vendors.46 These vendors provide software solutions 
for virtually all personnel tasks, ranging from benefits management to compensation, 
compliance, employee relations, outsourcing, payroll, and time and attendance systems.

The G. Neil Company sells software packages for monitoring attendance, employee 
record keeping, writing employee policy handbooks, and conducting computerized em-
ployee appraisals. www.HRdirect.com, www.effortlesshr.com, and others offer software 
and online solutions for writing employee policy manuals, maintaining employee records 
(including name, address, marital status, number of dependents, emergency contact and 
phone numbers, hire date, and job history), writing performance reviews, creating job 
descriptions, tracking attendance and hours worked for each employee, employee sched-
uling, writing organizational charts, managing payroll, conducting employee surveys, 
scheduling and tracking employee training activities, and managing OSHA compliance, 
often cloud-based.47

HUMAN RESOURCE INFORMATION  
SYSTEMS (HRIS)
As companies grow, they also often turn to integrated human resource information sys-
tems (HRIS). We can define an HRIS as interrelated components working together to 
collect, process, store, and disseminate information to support decision making, coor-
dination, control, analysis, and visualization of an organization’s human resource man-
agement activities.48 Because the HRIS’s software components (record keeping, payroll,
appraisal, and so forth) are integrated (able to “talk with each other”), they enable the
employer to streamline its HR function. The system one company installed illustrates
this. Its HRIS electronically routes salary increases, transfers, and other e-forms through
the organization to the proper managers for approval. As one person signs off, it’s routed
to the next. If anyone forgets to process a document, a smart agent issues reminders until
the task is completed.

HRIS Vendors
Many vendors offer HRIS packages. Vendors include, for example, Automatic Data Pro-
cessing, Inc., Business Information Technology, Inc., Human Resource Microsystems,
Lawson Software, Oracle Corporation, and SAP America, Inc.

HR and Intranets
Employers often install intranet-based HR information systems. For example, LG&E En-
ergy Corporation uses its intranet for benefits communication. Employees can access the 
benefits homepage and (among other things) review the company’s 401(k) plan invest-
ment options, get answers to frequently asked questions about the company’s medical
and dental plans, and report changes in family status. Other uses for human resource
intranets include, for instance: automate job postings and applicant tracking, set up 
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training registration, provide electronic pay stubs, publish an electronic employee hand-
book, and let employees update their personal profiles and access their accounts, such 
as 401(k)s.

MyManagementLab
Go to mymanagementlab.com to complete the problems marked with this icon .

Review

SUMMARY

1. Managing human resources in small firms is differ-
ent for four main reasons: size, priorities, informal-
ity, and the nature of the entrepreneur. These create 
several risks. First, small business owners run the 
risk that their relatively rudimentary human resource
practices will put them at a competitive disadvantage. 
Second, there is a lack of specialized HR expertise. 
Third, the smaller firm is probably not adequately 
addressing potential workplace litigation. Fourth, 
the small business owner may not be fully complying
with compensation regulations and laws. Fifth, dupli-
cation and paperwork lead to inefficiencies and data 
entry errors.

2. The U.S. Department of Labor’s FirstStep Employ-
ment Law Advisor helps employers (and particularly 
small businesses) determine which laws apply to their
business. The DOL’s site also provides information
on the Fair Labor Standards Act (FLSA). It contains
several “elaws Advisors.” The U.S. Equal Employment 
Opportunity Commission’s (EEOC) website provides 
important information regarding EEOC matters,
such as Title VII. The DOL’s Occupational Safety 
and Health Administration site similarly presents
a wealth of information for small business owners.
OSHA’s site provides, among other things, easy access
to things like the OSHA Handbook for Small Busi-
nesses. Internet resources can make small business
owners more effective in HRM. For example, the De-
partment of Labor’s O*NET is effective for creating 
job descriptions. Small businesses can use the online 
recruiting tools we discussed in Chapter 5.

3. Small businesses need to capitalize on their strengths, 
and in dealing with employees they should capitalize
on their smallness. Smallness should translate into 
personal familiarity with each employee’s strengths, y
needs, and family situation. And it should translate 
into the luxury of being able to be relatively flexible
and informal in the human resource management 
policies and practices the company follows. Even
without the deep pockets of larger firms, small firms
can offer employees work–life benefits that large em-
ployers usually can’t match. Small firms also rely on 
more informal employee selection, recruitment, and
training practices. Devising a work-sampling test is
one such simple solution.

4. Even small businesses use HR-related forms. Very 
small employers start with a manual human resource
management system. This generally means obtaining 
and organizing a set of standardized personnel forms 
covering each aspect of HR—recruitment, selection, 
training, appraisal, compensation, and safety—as 
well as some means for organizing all this informa-
tion. Office Depot and several direct-mail catalog 
companies similarly offer a variety of HR materials.
As the company grows, most small- to medium-sized 
firms begin computerizing individual HR tasks. 
For example, the G. Neil Company sells off-the-
shelf software packages for monitoring attendance, 
employee record keeping, writing job descriptions,
writing employee policy handbooks, and conducting 
computerized employee appraisals.
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Try It
How would you do applying the concepts and skills you learned in this chapter? 
If your professor has chosen to assign this, go to www.mymanagementlab.com
and complete the Entrepreneurship simulation to find out.

http://www.mymanagementlab.com
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DISCUSSION QUESTIONS

B-1. Explain why HRM is important to small businesses.
B-2. Explain and give at least four examples of how 

small business owners can use Internet and
government tools to support the HR effort.

B-3. Explain and give at least five examples of ways
small business owners can use small size—
familiarity, flexibility, and informality—to 
improve their HR processes.

B-4. Discuss what you would do to find, retain, and 
deal with, on an ongoing basis, a professional 
employee organization.

B-5. What is “The Small Business Challenge,” in
managing HR in a small business?

B-6. Briefly describe two simple examples of how 
small firms can provide retirement plans for
their employees.

MyManagementLab
Go to mymanagementlab.com for the following Assisted-graded writing questions:

B-7. How and why is HR in small businesses different than in large firms?

B-8.  Describe with examples how you would create a start-up paper-based human 

resource system for a new small business.

APPLICATION EXERCISES 

HR IN ACTION CASE INCIDENT 1

Carter Cleaning Company: The New Pay Plan

Carter Cleaning Company does not have a formal wage 
structure nor does it have rate ranges or use compensable 
factors. Wage rates are based mostly on those prevailing in 
the surrounding community and are tempered with an at-
tempt on the part of Jack Carter to maintain some semblance 
of equity between what workers with different responsibili-
ties in the stores are paid.

Needless to say, Carter does not make any formal surveys 
when determining what his company should pay. He peruses 
the want ads almost every day and conducts informal surveys 
among his friends in the local chapter of the laundry and 
cleaners trade association. While Jack has taken a “seat-of-
the-pants” approach to paying employees, his salary sched-
ule has been guided by several basic pay policies. Many of his 
dry cleaner colleagues adhere to a policy of paying absolutely 
minimum rates, but Jack has always followed a policy of pay-
ing his employees about 10% above what he feels are the pre-
vailing rates, a policy that he believes reduces turnover while
fostering employee loyalty. Of somewhat more concern to 

Jennifer is her father’s informal policy of paying men about
20% more than women for the same job. Her father’s expla-
nation is, “They’re stronger and can work harder for longer 
hours, and besides they all have families to support.”

Questions
B-9. Is the company at the point where it should be

setting up a formal salary structure based on a
complete job evaluation? Why?

B-10. How exactly could Carter use free online sources like
O*NET to help create the necessary salary structure?

B-11. Do you think paying 10% more than the prevailing
rates is a sound idea, and how would Jack deter-
mine that?

B-12. How could Jack Carter use online government
sources to determine if his policy of a male–female 
differential pay rate is wise and, if not, why not?

B-13. Specifically, what would you suggest Jennifer do 
now with respect to her company’s pay plan?
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The PHR® and SPHR® exams are created using the following PHR® and SPHR® Knowl-
edge Base, which outlines the responsibilities and knowledge needed to be a viable HR 
professional. The PHR® and SPHR® Knowledge Base is created by HR subject matter
experts through a rigorous practice analysis study and then validated by HR profession-
als working in the field through an extensive survey instrument. The PHR® and SPHR®
Knowledge Base periodically is updated to ensure it is consistent with current practices 
in the HR field. All questions appearing on the exams are linked to the responsibility and 
knowledge statements outlined below.

IF LAWS CHANGE
We [at the HR Certification Institute] realize that employment laws change constantly. 
Candidates are responsible for knowing the HR laws and regulations that are in effect as 
of the start of each exam period.

The percentages that follow each functional area heading are the PHR® and SPHR®
percentages, respectively.

01 Strategic Business Management (12%, 29%)
Developing, contributing to, and supporting the organization’s mission, vision, values, 
strategic goals and objectives; formulating policies; guiding and leading the change pro-
cess; and evaluating HR’s contributions to organizational effectiveness.

RESPONSIBILITIES

01 Interpret information related to the organization’s operations from internal 
sources, including financial/accounting, business development, marketing, sales, 
operations, and information technology, in order to contribute to the develop-
ment of the organization’s strategic plan.

02 Interpret information from external sources related to the general business envi-
ronment, industry practices and developments, technological developments, eco-
nomic environment, labor pool, and legal and regulatory environment, in order to 
contribute to the development of the organization’s strategic plan.

03 Participate as a contributing partner in the organization’s strategic planning 
process.

04 Establish strategic relationships with key individuals in the organization to influ-
ence organizational decision-making.

05 Establish relationships/alliances with key individuals and organizations in the 
community to assist in achieving the organization’s strategic goals and objectives.

06 Develop and utilize metrics to evaluate HR’s contributions to the achievement of 
the organization’s strategic goals and objectives.

PHR® and SPHR®

Knowledge Base*

Appendix

A

*As explained elsewhere in this book, the HR Certification Institute refers to the content in this 
appendix as “A PHR® and SPHR® Body of Knowledge.”

HR Certification Institute



07 Develop and execute strategies for managing organizational change that bal-
ance the expectations and needs of the organization, its employees, and all other 
stakeholders.

08 Develop and align the organization’s human capital management plan with its 
strategic plan.

09 Facilitate the development and communication of the organization’s core values 
and ethical behaviors.

10 Reinforce the organization’s core values and behavioral expectations through 
modeling, communication, and coaching.

11 Develop and manage the HR budget in a manner consistent with the organiza-
tion’s strategic goals, objectives, and values.

12 Provide information for the development and monitoring of the organization’s 
overall budget.

13 Monitor the legislative and regulatory environment for proposed changes and 
their potential impact to the organization, taking appropriate proactive steps to 
support, modify, or oppose the proposed changes.

14 Develop policies and procedures to support corporate governance initiatives
(e.g., board of directors training, whistleblower protection, code of conduct).

15 Participate in enterprise risk management by examining HR policies to evaluate
their potential risks to the organization.

16 Identify and evaluate alternatives and recommend strategies for vendor selection 
and/or outsourcing (e.g., human resource information systems [HRIS], benefits, 
payroll).

17 Participate in strategic decision-making and due diligence activities related
to organizational structure and design (e.g., corporate restructuring, mergers 
and acquisitions [M&A], offshoring, divestitures). SPHR® ONLY

18 Determine strategic application of integrated technical tools and systems (e.g., 
HRIS, performance management tools, applicant tracking, compensation tools, 
employee self-service technologies).
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ADDRESSED IN THIS BOOK  
IN CHAPTER(S) KNOWLEDGE OF

1, 3 01 The organization’s mission, vision, values, business goals, objectives, plans, and 
processes.

2, 10, 12, 13, 14 02 Legislative and regulatory processes.

1, 3, and part openers. 03 Strategic planning process and implementation.

3 04 Management functions, including planning, organizing, directing, and controlling.

05 Techniques to promote creativity and innovation.

12 06 Corporate governance procedures and compliance (e.g., Sarbanes-Oxley Act).

1, 3, 5, Module A 07 Transition techniques for corporate restructuring, M&A, offshoring, and 

divestitures. SPHR® ONLY



02 Workforce Planning and Employment (26%, 17%)
Developing, implementing, and evaluating sourcing, recruitment, hiring, orientation, 
succession planning, retention, and organizational exit programs necessary to ensure the 
workforce’s ability to achieve the organization’s goals and objectives.

RESPONSIBILITIES

01 Ensure that workforce planning and employment activities are compliant with 
applicable federal, state, and local laws and regulations.

02 Identify workforce requirements to achieve the organization’s short- and long-
term goals and objectives (e.g., corporate restructuring, M&A activity, workforce 
expansion or reduction).

03 Conduct job analyses to create job descriptions and identify job competencies.

04 Identify and document essential job functions for positions.

05 Establish hiring criteria based on job descriptions and required competencies.

06 Analyze labor market for trends that impact the ability to meet workforce 
requirements (e.g., SWOT analysis, environmental scan, demographic scan). 
SPHR® ONLY

07 Assess skill sets of internal workforce and external labor market to determine the
availability of qualified candidates, utilizing third-party vendors or agencies as
appropriate.

08 Identify internal and external recruitment sources (e.g., employee referrals, online
job boards, resume banks) and implement selected recruitment methods.

09 Evaluate recruitment methods and sources for effectiveness (e.g., return on
investment [ROI], cost-per-hire, time to fill).

10 Develop strategies to brand/market the organization to potential qualified
applicants.

11 Develop and implement selection procedures, including applicant tracking,
interviewing, testing, reference, background checking, and drug screening.

12 Develop and extend employment offers and conduct negotiations as necessary.

13 Administer post-offer employment activities (e.g., execute employment agree-
ments, complete I-9 verification forms, coordinate relocations, schedule physical 
exams).

14 Implement and/or administer the process for non-U.S. citizens to legally work in
the United States.

15 Develop, implement, and evaluate orientation processes for new hires, rehires,
and transfers.

16 Develop, implement, and evaluate retention strategies and practices.

17 Develop, implement, and evaluate succession planning process.

18 Develop and implement the organizational exit process for both voluntary and 
involuntary terminations, including planning for reductions in force (RIF).

19 Develop, implement, and evaluate an AAP, as required.

HR Certification Institute
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ADDRESSED IN THIS BOOK  
IN CHAPTER(S)

 
KNOWLEDGE OF

2, 4, 5, 6, Module B. 08 Federal/state/local employment-related laws and regulations related to workforce
planning and employment (e.g., Title VII, ADA, ADEA, USERRA, EEOC Uniform 
Guidelines on Employee Selection Procedures, Immigration Reform and Control Act, 
Internal Revenue Code).

3, 4, 5, 6 09 Quantitative analyses required to assess past and future staffing effectiveness (e.g., 
cost-benefit analysis, costs-per-hire, selection ratios, adverse impact).

5 10 Recruitment sources (e.g., Internet, agencies, employee referral) for targeting passive, 
semi-active, and active candidates.

5 11 Recruitment strategies.

5 12 Staffing alternatives (e.g., temporary and contract, outsourcing, job sharing, part-time).

4, 5 13 Planning techniques (e.g., succession planning, forecasting).

2, 6 14 Reliability and validity of selection tests/tools/methods.

6 15 Use and interpretation of selection tests (e.g., psychological/personality, cognitive, 
motor/physical assessments, performance, assessment center).

6 16 Interviewing techniques (e.g., behavioral, situational, panel).

17 Relocation practices.

10, 11 18 Impact of total rewards on recruitment 
and retention.

5, Module A 19 International HR and implications of global workforce for workforce planning and 

employment. SPHR® ONLY

9 20 Voluntary and involuntary terminations, downsizing, restructuring, and outplacement 
strategies and practices.

4, 5, 6, 7, 8, 9 21 Internal workforce assessment techniques (e.g., skills testing, skills inventory, workforce 
demographic analysis) and employment policies, practices, and procedures (e.g., 
orientation and retention).

5 22 Employer marketing and branding techniques.

13 23 Negotiation skills and techniques.
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03 Human Resource Development (17%, 17%)
Developing, implementing, and evaluating activities and programs that address em-
ployee training and development, performance appraisal, talent and performance 
management, and the unique needs of employees to ensure that the knowledge, skills, 
abilities, and performance of the workforce meet current and future organizational and
individual needs.

RESPONSIBILITIES

01 Ensure that human resource development programs are compliant with all appli-
cable federal, state, and local laws and regulations.

02 Conduct a needs assessment to identify and establish priorities regarding human
resource development activities. SPHR® ONLY

03 Develop/select and implement employee training programs (e.g., leadership skills, 
harassment prevention, computer skills) to increase individual and organizational 



effectiveness. Note that this includes training design and methods for obtaining 
feedback from training (e.g., surveys, pre- and post-testing).

04 Evaluate effectiveness of employee training programs through the use of metrics
(e.g., participant surveys, pre- and post-testing). SPHR® ONLY

05 Develop, implement, and evaluate talent management programs that include
assessing talent, developing talent and placing high-potential employees.
SPHR® ONLY

06 Develop/select and evaluate performance appraisal process (e.g., instruments, 
ranking and rating scales, relationship to compensation, frequency).

07 Implement training programs for performance evaluators. PHR® ONLY

08 Develop, implement, and evaluate performance management programs and pro-
cedures (e.g., goal setting, job rotations, promotions).

09 Develop/select, implement, and evaluate programs (e.g., flexible work arrange-
ments, diversity initiatives, repatriation) to meet the unique needs of employees. 
SPHR® ONLY

HR Certification Institute
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ADDRESSED IN THIS BOOK  
IN CHAPTER(S)

 
KNOWLEDGE OF

2, 7, 8, 9 24 Applicable federal, state, and local laws and regulations related to human resources 
development activities (e.g., Title VII, ADA, ADEA, USERRA, EEOC Uniform Guidelines 
on Employee Selection Procedures).

7, 8, 9 25 Career development and leadership development theories and applications.

7 26 Organizational development theories and applications.

7 27 Training program development techniques to create general and specialized training 
programs.

7 28 Training methods, facilitation techniques, instructional methods, and program delivery 
mechanisms.

4, 7 29 Task/process analysis.

8 30 Performance appraisal methods (e.g., instruments, ranking and rating scales).

8 31 Performance management methods (e.g., goal setting, job rotations, promotions).

Features in most chapters,
+ Module A

32 Applicable global issues (e.g., international law, culture, local management approaches/

practices, societal norms). SPHR® ONLY

7 33 Techniques to assess training program effectiveness, including use of applicable metrics 
(e.g., participant surveys, pre- and post-testing).

7 34 E-learning.

7 35 Mentoring and executive coaching.

04 Total Rewards (16%, 12%)
Developing/selecting, implementing/administering, and evaluating compensation and
benefits programs for all employee groups that support the organization’s strategic goals,
objectives, and values.

RESPONSIBILITIES

01 Ensure that compensation and benefits programs are compliant with applicable 
federal, state, and local laws and regulations.



02 Develop, implement, and evaluate compensation policies/programs and pay 
structures based upon internal equity and external market conditions that support 
the organization’s strategic goals, objectives, and values.

03 Administer payroll functions (e.g., new hires, deductions, adjustments, 
terminations).

04 Conduct benefits programs needs assessments (e.g., benchmarking, employee 
survey).

05 Develop/select, implement/administer, and evaluate benefits programs that 
support the organization’s strategic goals, objectives, and values (e.g., health 
and welfare, retirement, stock purchase, wellness, employee assistance programs 
[EAP], time-off).

06 Communicate and train the workforce in the compensation and benefits 
programs and policies (e.g., self-service technologies).

07 Develop/select, implement/administer, and evaluate executive compensation 
programs (e.g., stock purchase, stock options, incentive, bonus, supplemental 
retirement plans). SPHR® ONLY

08 Develop, implement/administer, and evaluate expatriate and foreign national
compensation and benefits programs. SPHR® ONLY
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ADDRESSED IN THIS BOOK  
IN CHAPTER(S) KNOWLEDGE OF

2, 10, 11, 13 36 Federal, state, and local compensation, benefits, and tax laws (e.g., FLSA, ERISA, COBRA, 
HIPAA, FMLA, FICA).

10, 11 37 Total rewards strategies (e.g., compensation, benefits, wellness, rewards, recognition,
employee assistance).

3 38 Budgeting and accounting practices related to compensation and benefits.

10 39 Job evaluation methods.

10 40 Job pricing and pay structures.

5, 10 41 External labor markets and/or economic factors.

10, 11 42 Pay programs (e.g., incentive, variable, merit).

10, 11 43 Executive compensation methods. SPHR® ONLY

10, 11
44 Non-cash compensation methods (e.g., stock options, ESOPs). SPHR® ONLY

11 45 Benefits programs (e.g., health and welfare, retirement, wellness, EAP, timeoff).

10, 11, Module A 46 International compensation laws and practices (e.g., expatriate compensation, entitlements, 

choice of law codes). SPHR® ONLY

10, 11
47 Fiduciary responsibility related to total rewards management. SPHR® ONLY

05 Employee and Labor Relations (22%, 18%)
Analyzing, developing, implementing/administering, and evaluating the workplace rela-
tionship between employer and employee, in order to maintain relationships and work-
ing conditions that balance employer and employee needs and rights in support of the 
organization’s strategic goals, objectives, and values.



ADDRESSED IN THIS BOOK  
IN CHAPTER(S)

 
KNOWLEDGE OF

2, 9, 12, 13 48 Applicable federal, state, and local laws affecting employment in union and nonunion 
environments, such as antidiscrimination laws, sexual harassment, labor relations, and
privacy (e.g., WARN Act, Title VII, NLRA).

12 49 Techniques for facilitating positive employee relations (e.g., employee surveys, focus groups,
dispute resolution, labor/management cooperative strategies and programs).

12 50 Employee involvement strategies (e.g., employee management committees, self-directed 
work teams, staff meetings).

12 51 Individual employment rights issues and practices (e.g., employment at will, negligent 
hiring, defamation, employees’ rights to bargain collectively).

8, 9, 12, 13 52 Workplace behavior issues/practices (e.g., absenteeism and performance improvement).

13 53 Unfair labor practices (e.g., employee communication strategies and management training).

13 54 The collective bargaining process, strategies, and concepts (e.g., contract negotiation and 

administration). SPHR® ONLY

10, 11, 12 55 Positive employee relations strategies and non-monetary rewards.

RESPONSIBILITIES

01 Ensure that employee and labor relations activities are compliant with applicable 
federal, state, and local laws and regulations.

02 Assess organizational climate by obtaining employee input (e.g., focus groups, 
employee surveys, staff meetings).

03 Implement organizational change activities as appropriate in response to em-
ployee feedback.

04 Develop employee relations programs (e.g., awards, recognition, discounts, special 
events) that promote a positive organizational culture.

05 Implement employee relations programs that promote a positive organizational 
culture.

06 Evaluate effectiveness of employee relations programs through the use of metrics 
(e.g., exit interviews, employee surveys).

07 Establish workplace policies and procedures (e.g., dress code, attendance, com-
puter use) and monitor their application and enforcement to ensure consistency.

08 Develop, administer, and evaluate grievance/dispute resolution and performance 
improvement policies and procedures.

09 Resolve employee complaints filed with federal, state, and local agencies involv-
ing employment practices, utilizing professional resources as necessary (e.g., legal 
counsel, mediation/arbitration specialists, and investigators).

10 Develop and direct proactive employee relations strategies for remaining union-
free in non-organized locations.

11 Participate in collective bargaining activities, including contract negotiation and 
administration. SPHR® ONLY
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06 Risk Management (7%, 7%)
Developing, implementing/administering, and evaluating programs, plans, and policies 
that provide a safe and secure working environment and protect the organization from 
liability.



RESPONSIBILITIES

01 Ensure that workplace health, safety, security, and privacy activities are compliant 
with applicable federal, state, and local laws and regulations.

02 Identify the organization’s safety program needs.

03 Develop/select and implement/administer occupational injury and illness preven-
tion, safety incentives, and training programs. PHR® ONLY

04 Develop/select, implement, and evaluate plans and policies to protect employees and 
other individuals and to minimize the organization’s loss and liability (e.g., emergency 
response, evacuation, workplace violence, substance abuse, return-to-work policies).

05 Communicate and train the workforce on the plans and policies to protect em-
ployees and other individuals and to minimize the organization’s loss and liability.

06 Develop and monitor business continuity and disaster recovery plans.

07 Communicate and train the workforce on the business continuity and disaster 
recovery plans.

08 Develop internal and external privacy policies (e.g., identity theft, data protection, 
HIPAA compliance, workplace monitoring).

09 Administer internal and external privacy policies.

HR Certification Institute

ADDRESSED IN THIS BOOK  
IN CHAPTER(S)

 
KNOWLEDGE OF

2, 11, 14 56 Federal, state, and local workplace health, safety, security, and privacy laws and regulations 
(e.g., OSHA, Drug-Free Workplace Act, ADA, HIPAA, Sarbanes-Oxley).

11, 14 57 Occupational injury and illness compensation and programs.

14 58 Occupational injury and illness prevention programs.

14 59 Investigation procedures of workplace safety, health, and security enforcement agencies 
(e.g., OSHA, National Institute for Occupational Safety and Health [NIOSH]).

14 60 Workplace safety risks.

61 Workplace security risks (e.g., theft, corporate espionage, asset and data protection,
sabotage).

14 62 Potential violent behavior and workplace violence conditions.

14 63 General health and safety practices (e.g., evacuation, hazard communication, ergonomic 
evaluations).

14 64 Incident and emergency response plans.

12, 14 65 Internal investigation, monitoring, and surveillance techniques.

11, 14 66 Issues related to substance abuse and dependency (e.g., identification of symptoms, 
substance-abuse testing, discipline).

14 67 Business continuity and disaster recovery plans (e.g., data storage and backup, alternative
work locations and procedures).

68 Data integrity techniques and technology (e.g., data sharing, firewalls).

CORE KNOWLEDGE REQUIRED BY HR PROFESSIONALS

7 69 Needs assessment and analysis.
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ADDRESSED IN THIS BOOK  
IN CHAPTER(S)

 
KNOWLEDGE OF

Module B 70 Third-party contract negotiation and management, including development of requests for 
proposals (RFPs).

71 Communication skills and strategies (e.g., presentation, collaboration, influencing,
diplomacy, sensitivity).

2, 4, 6, 8, 13, 14, Module B 72 Organizational documentation requirements to meet federal and state requirements.

7 73 Adult learning processes.

7, 11 74 Motivation concepts and applications.

7 75 Training techniques (e.g., computer-based, classroom, on-the-job).

76 Leadership concepts and applications.

77 Project management concepts and applications.

2, and Diversity sections
in many chapters.

78 Diversity concepts and applications.

79 Human relations concepts and applications (e.g., interpersonal and organizational 
behavior).

1, 12 80 HR ethics and professional standards.

Features in most chapters,
+ Module B

81 Technology to support HR activities (e.g., HRIS, employee self-service, e-learning, ATS).

3, and HR as a Profit Center
features in most chapters.

82 Qualitative and quantitative methods and tools for analysis, interpretation, and decision-
making purposes (e.g., metrics and measurements, cost/benefit analysis, financial statement 
analysis).

7 83 Change management methods.

4 84 Job analysis and job description methods.

85 Employee records management (e.g., electronic/paper, retention, disposal).

3, 4 86 The interrelationships among HR activities and programs across functional areas.

87 Types of organizational structures (e.g., matrix, hierarchy).

3 88 Environmental scanning concepts and applications.

12 89 Methods for assessing employee attitudes, opinions, and satisfaction (e.g., opinion surveys, 
attitude surveys, focus groups/panels).

3 90 Basic budgeting and accounting concepts.

14 91 Risk management techniques.
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Source: The HR Certification Institute (HRCI), established in 1976, is an internationally recog-
nized, independent certifying organization for the human resource profession. The HR Certi-
fication Institute is the global leader in developing rigorous exams to demonstrate mastery and 
real-world application of forward-thinking HR practices, policies, and principles. Today, more 
than 125,000 HR professionals worldwide proudly maintain the HR Certification Institute’s 
credentials as a mark of high professional distinction. The HR Certification Institute awards 
the following credentials: Professional in Human Resources (PHR®), Senior Professional in
Human Resources (SPHR®), Human Resource Management Professional (HRMP™), Human 
Resource Business Professional (HRBP™), Global Professional in Human Resources (GPHR®), 
and California Certifications. To learn more visit www.hrci.org.

http://www.hrci.org
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BANDAG AUTOMOTIVE*
Jim Bandag took over his family’s auto supply business in 
2012, after helping his father, who founded the business,
run it for about 10 years. Based in Illinois, Bandag employs
about 300 people, and distributes auto supplies (replace-
ment mufflers, bulbs, engine parts, and so on) through 
two divisions, one that supplies service stations and repair
shops, and a second that sells retail auto supplies through 
five “Bandag Automotive” auto supply stores.

Jim’s father, and now Jim, have always endeavored to 
keep Bandag’s organization chart as simple as possible.
The company has a full-time controller, managers for each 
of the five stores, a manager who oversees the distribution
division, and Jim Bandag’s executive assistant. Jim (along 
with his father, working part-time) handles marketing and
sales.

Jim’s executive assistant administers the firm’s day-to-
day human resource management tasks, but the company 
outsources most HR activities to others, including an em-
ployment agency that does its recruiting and screening, a
benefits firm that administers its 401(k) plan, and a pay-
roll service that handles its paychecks. Bandag’s human 
resource management systems consist almost entirely 
of standardized HR forms purchased from an HR sup-
plies company. These include forms such as application 
and performance appraisal forms, as well as an “honesty” 
test Bandag uses to screen the staff that works in the five 
stores. The company performs informal salary surveys to
see what other companies in the area are paying for simi-
lar positions, and use these results for awarding annual
merit increases (which in fact are more accurately cost-of-
living adjustments).

Jim’s father took a fairly paternal approach to the busi-
ness. He often walked around speaking with his employees, 
finding out what their problems were, and even helping 
them out with an occasional loan—for instance, when he
discovered that one of their children was sick, or for part of 
a new home down payment. Jim, on the other hand, tends to 
be more abrupt, and does not enjoy the same warm relation-
ship with the employees as did his father. Jim is not unfair 
or dictatorial. He’s just very focused on improving Bandag’s 
financial performance, and so all his decisions, including 
his HR-related decisions, generally come down to cutting 
costs. For example, his knee-jerk reaction is usually to offer 

fewer days off rather than more, fewer benefits rather than 
more, and to be less flexible when an employee needs, for 
instance, a few extra days off because a child is sick.

It’s therefore perhaps not surprising that over the 
past few years Bandag’s sales and profits have increased
markedly, but that the firm has found itself increasingly 
enmeshed in HR/equal employment–type issues. Indeed, 
Jim now finds himself spending a day or two a week ad-
dressing HR problems. For example, Henry Jaques, an 
employee at one of the stores, came to Jim’s executive as-
sistant and told her he was “irate” about his recent firing
and was probably going to sue. Henry’s store manager
stated on his last performance appraisal that Henry did 
the technical aspects of his job well, but that he had “se-
rious problems interacting with his coworkers.” He was
continually arguing with them, and complaining to the
store manager about working conditions. The store man-
ager had told Jim that he had to fire Henry because he was
making “the whole place poisonous,” and that (although 
he felt sorry because he’d heard rumors that Henry suf-ff
fered from some mental illness) he felt he had to go. Jim 
approved the dismissal.

Gavin was another problem. Gavin had worked for 
Bandag for 10 years, the last two as manager of one of 
the company’s five stores. Right after Jim Bandag took 
over, Gavin told him he had to take a Family and Medical 
Leave Act medical leave to have hip surgery, and Jim ap-
proved the leave. When Gavin returned from leave, Jim 
told him that his position had been eliminated. Bandag 
had decided to close his store and open a new, larger store
across from a shopping center about a mile away, and had 
appointed a new manager in Gavin’s absence. However, 
the company did give Gavin a (nonmanagerial) position 
in the new store as a counter salesperson, at the same sal-
ary and with the same benefits as he had before. Even so, 
“This job is not similar to my old one,” Gavin insisted. “It 
doesn’t have nearly as much prestige.” His contention is 
that the FMLA requires that the company bring him back 
in the same or equivalent position, and that this means 
a supervisory position, similar to what he had before he 
went on leave. Jim said no, and they seem to be heading 
toward litigation.

In another sign of the times at Bandag, the company’s 
controller, Miriam, who had been with the company for 
about six years, went on pregnancy leave for 12 weeks in
2012 (also under the FMLA), and then received an addi-
tional three weeks’ leave under Bandag’s extended illness 
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days program. Four weeks after she came back, she asked
Jim Bandag if she could arrange to work fewer hours per 
week, and spend about a day per week working out of her
home. He refused, and about two months later fired her. 
Jim Bandag said, “I’m sorry, it’s not anything to do with 
your pregnancy-related requests, but we’ve got ample rea-
sons to discharge you—your monthly budgets have been
several days late, and we’ve got proof you may have forged
documents.” She replied, “I don’t care what you say your
reasons are; you’re really firing me because of my preg-
nancy, and that’s illegal.”

Jim felt he was on safe ground as far as defending the 
company for these actions, although he didn’t look for-
ward to spending the time and money that he knew it
would take to fight each. However, what he learned over 
lunch from a colleague undermined his confidence about 
another case that Jim had been sure would be a “slam 
dunk” for his company. Jim was explaining to his friend 
that one of Bandag’s truck maintenance service people 
had applied for a job driving one of Bandag’s distribution
department trucks, and that Jim had turned him down 
because the worker was deaf. Jim (whose wife has occa-
sionally said of him, “No one has ever accused Jim of be-
ing politically correct”) was mentioning to his friend the
apparent absurdity of a deaf person asking to be a truck 
delivery person. His friend, who happens to work for 
UPS, pointed out that the U.S. Court of Appeals for the 
Ninth Circuit had recently decided that UPS had violated 
the Americans with Disabilities Act by refusing to con-
sider deaf workers for jobs driving the company’s smaller 
vehicles.

Although Jim’s father is semiretired, the sudden up-
tick in the frequency of such EEO-type issues troubled
him, particularly after so many years of labor peace. How-
ever, he’s not sure what to do about it. Having handed over 
the reins of the company to his son, he was loath to in-
ject himself back into the company’s operational decision 
making. On the other hand, he was afraid that in the short 
run these issues were going to drain a great deal of Jim’s 
time and resources, and that in the long run they might be
a sign of things to come, with problems like these eventu-
ally overwhelming Bandag Automotive. He comes to you, 
who he knows consults in human resource management, 
and asks you the following questions.

Questions

1. Given Bandag Automotive’s size, and anything else 
you know about it, should we reorganize the human 
resource management function, and if so, why and 
how?

2.  What, if anything, would you do to change and/or
improve upon the current HR systems, forms, and
practices that we now use?

3.  Do you think that the employee whom Jim fired for 
creating what the manager called a poisonous rela-
tionship has a legitimate claim against us, and if so,
why and what should we do about it?

4.  Is it true that we really had to put Gavin back into 
an equivalent position, or was it adequate to just 
bring him back into a job at the same salary, bo-
nuses, and benefits as he had before his leave?

5.  Miriam, the controller, is basically claiming that the 
company is retaliating against her for being preg-
nant, and that the fact that we raised performance
issues was just a smokescreen. Do you think the
EEOC and/or courts would agree with her, and, in 
any case, what should we do now?

6.  An employee who is deaf has asked us to be one of 
our delivery people and we turned him down. He’s 
now threatening to sue. What should we do, 
and why?

7. In the previous 10 years, we’ve had only one equal
employment complaint, and now in the last few 
years we’ve had four or five. What should I do about 
it? Why?

Based generally on actual facts, but Bandag is a fictitious company.
Bandag source notes: “The Problem Employee: Discipline or Ac-
commodation?” Monday Business Briefing, March 8, 2005; “Emgg -
ployee Says Change in Duties after Leave Violates FMLA,” BNA
Bulletin to Management, January 16, 2007, p. 24; “Manager Fired 
Days after Announcing Pregnancy,” BNA Bulletin to Management, 
January 2, 2007, p. 8; “Ninth Circuit Rules UPS Violated ADA by 
Barring Deaf Workers from Driving Jobs,” BNA Bulletin to Manage-
ment, October 17, 2006, p. 329.

ANGELO’S PIZZA*
Angelo Camero was brought up in the Bronx, New York, 
and basically always wanted to be in the pizza store busi-
ness. As a youngster, he would sometimes spend hours at 
the local pizza store, watching the owner knead the pizza 
dough, flatten it into a large circular crust, fling it up, and
then spread on tomato sauce in larger and larger loops. 
After graduating from college as a marketing major, he
made a beeline back to the Bronx, where he opened his 
first Angelo’s Pizza store, emphasizing its clean, bright 
interior; its crisp green, red, and white sign; and his all-
natural, fresh ingredients. Within five years, Angelo’s store 
was a success, and he had opened three other stores and
was considering franchising his concept.

Eager as he was to expand, his four years in business 
school had taught him the difference between being an
entrepreneur and being a manager. As an entrepreneur/
small business owner, he knew he had the distinct advan-
tage of being able to personally run the whole operation
himself. With just one store and a handful of employees,
he could make every decision and watch the cash register, 
check in the new supplies, oversee the takeout, and per-
sonally supervise the service.

When he expanded to three stores, things started 
getting challenging. He hired managers for the two new 
stores (both of whom had worked for him at his first store

*© Gary Dessler, PhD.
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for several years) and gave them only minimal “how to 
run a store”–type training, on the assumption that, hav-
ing worked with him for several years, they already knew 
pretty much everything they needed to know about run-
ning a store. However, he was already experiencing hu-
man resource management problems, and he knew there
was no way he could expand the number of stores he 
owned, or (certainly) contemplate franchising his idea, 
unless he had a system in place that he could clone in each 
new store to provide the managers (or the franchisees) 
with the necessary management knowledge and exper-
tise to run their stores. Angelo had no training program 
in place for teaching his store managers how to run their
stores. He simply (erroneously, as it turned out) assumed 
that by working with him they would learn how to do 
things on the job. Since Angelo had no system in place, 
the new managers were, in a way, starting off below zero
when it came to how to manage a store.

There were several issues that particularly concerned 
Angelo. Finding and hiring good employees was num-
ber one. He’d read the new National Small Business Poll 
from the National Federation of Independent Business 
Education Foundation. It found that 71% of small busi-
ness owners believed that finding qualified employees was 
“hard.” Furthermore, “the search for qualified employees 
will grow more difficult as demographic and education 
factors” continue to make it more difficult to find em-
ployees. Similarly, reading the Kiplinger Letter one day, he r
noticed that just about every type of business couldn’t find
enough good employees to hire. Small firms were particu-
larly in jeopardy; the Letter said that giant firms can outr -
source many (particularly entry-level) jobs abroad, and
larger companies can also afford to pay better benefits 
and to train their employees. Small firms rarely have the
resources or the economies of scale to allow outsourcing 
or to install the big training programs that would enable 
them to take untrained new employees and turn them 
into skilled ones.

Although finding enough employees was his biggest 
problem, finding enough honest ones scared him even 
more. Angelo recalled from one of his business school 
courses that companies in the United States are losing a
total of well over $400 billion a year in employee theft.
As a rough approximation, that works out to about $9 per 
employee per day and about $12,000 lost annually for a 
typical company. Furthermore, it was small companies like 
Angelo’s that were particularly in the crosshairs, because 
companies with fewer than 100 employees are particularly 
prone to employee theft. Why are small firms particularly 
vulnerable? Perhaps they lack experience dealing with the
problem. More importantly: Small firms are more likely to
have a single person doing several jobs, such as ordering 
supplies and paying the delivery person. This undercuts the 
checks and balances managers often strive for to control 
theft. Furthermore, the risk of stealing goes up dramatically 
when the business is largely based on cash. In a pizza store, 

many people come in and buy just one or two slices and 
a cola for lunch, and almost all pay with cash, not credit
cards.

And, Angelo was not just worried about someone
stealing cash. They can steal your whole business idea,
something he learned from painful experience. He had
been planning to open a store in what he thought would 
be a particularly good location, and was thinking of hav-
ing one of his current employees manage the store. In-
stead, it turned out that this employee was, in a manner
of speaking, stealing Angelo’s brain: what Angelo knew 
about customers, suppliers, where to buy pizza dough, 
where to buy tomato sauce, how much everything should 
cost, how to furnish the store, where to buy ovens, store
layout—everything. This employee soon quit and opened 
up his own pizza store, not far from where Angelo had
planned to open his new store.

That he was having trouble hiring good employees, 
there was no doubt. The restaurant business is particu-
larly brutal when it comes to turnover. Many restaurants 
turn over their employees at a rate of 200% to 300% per 
year—so every year, each position might have a series of 
two to three employees filling it. As Angelo said, “I was 
losing two to three employees a month,” adding, “We’re 
a high-volume store, and while we should have about six 
employees per store [to fill all the hours in a week], we 
were down to only three or four, so my managers and I 
were really under the gun.”

The problem was bad at the hourly employee level:
“We were churning a lot at the hourly level,” said Angelo. 
“Applicants would come in, my managers or I would hire 
them and not spend much time training them, and the
good ones would leave in frustration after a few weeks, 
while often it was the bad ones who’d stay behind.” But in
the last two years, Angelo’s three company-owned stores 
also went through a total of three store managers—“They 
were just blowing through the door,” as Angelo put it, in 
part because, without good employees, their workday was
brutal. As a rule, when a small business owner or man-
ager can’t find enough employees (or an employee doesn’t
show up for work), about 80% of the time the owner or
manager does the job himself or herself. So, these man-
agers often ended up working seven days a week, 10 to 
12 hours a day, and many just burned out in the end. One 
night, working three jobs himself with customers leaving
in anger, Angelo decided he’d never just hire someone be-
cause he was desperate again, but would start doing his 
hiring more rationally.

Angelo knew he should have a more formal screen-
ing process. As he said, “If there’s been a lesson learned,
it’s much better to spend time up front screening out can-
didates who don’t fit than to hire them and have to put
up with their ineffectiveness.” He also knew that he could
identify many of the traits that his employees needed. For 
example, he knew that not everyone has the temperament 
to be a waiter (he has a small pizza/Italian restaurant in 
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the back of his main store). As Angelo said, “I’ve seen 
personalities that were off the charts in assertiveness or 
overly introverted, traits that obviously don’t make a good 
fit for a waiter or waitress.”

As a local business, Angelo recruits by placing help 
wanted ads in two local newspapers, and he’s been
“shocked” at some of the responses and experiences he’s 
had in response to the ads. Many of the applicants left 
voicemail messages (Angelo or the other workers in the 
store were too busy to answer), and some applicants An-
gelo “just axed” on the assumption that people without 
good telephone manners wouldn’t have very good man-
ners in the store, either. He also quickly learned that he
had to throw out a very wide net, even if hiring only one 
or two people. Many people, as noted, he eliminated 
from consideration because of the messages they left,
and about half the people he scheduled to come in for 
interviews didn’t show up. He’d taken courses in human 
resource management, so (as he said) “I should know 
better,” but he hired people based almost exclusively on 
a single interview (he occasionally made a feeble attempt
to check references). In total, his HR approach was obvi-
ously not working. It wasn’t producing enough good re-
cruits, and the people he did hire were often problematic.

What was he looking for? Service-oriented courte-
ous people, for one. For example, he’d hired one employee 
who used profanity several times, including once in front
of a customer. On that employee’s third day, Angelo had
to tell her, “I think Angelo’s isn’t the right place for you,” 
and he fired her. As Angelo said, “I felt bad, but also knew 
that everything I have is on the line for this business, so I 
wasn’t going to let anyone run this business down.” An-
gelo wants reliable people (who’ll show up on time), hon-
est people, and people who are flexible about switching 
jobs and hours as required. He calls his management style 
“trust and track.” “I coach them and give them goals, and 
then carefully track results.”

Angelo’s Pizza business has only the most rudimen-
tary human resource management system. Angelo bought 
several application forms at a local Office Depot, and
rarely uses other forms of any sort. He uses his personal 
accountant for reviewing the company’s books, and An-
gelo himself computes each employee’s paycheck at the 
end of the week and writes the checks. Training is entirely 
on-the-job. Angelo personally trained each of his employ-
ees. For those employees who go on to be store manag-
ers, he assumes that they are training their own employees
the way that Angelo trained them (for better or worse, as 
it turns out). Angelo pays “a bit above” prevailing wage
rates (judging by other help wanted ads), but probably not 
enough to make a significant difference in the quality of 
employees whom he attracts. If you asked Angelo what
his reputation is as an employer, Angelo, being a candid
and forthright person, would probably tell you that he is 
a supportive but hard-nosed employer who treats people
fairly, but whose business reputation may suffer from 

disorganization stemming from inadequate organiza-
tion and training. He approaches you to ask you several 
questions.

Questions

8. My strategy is to (hopefully) expand the number of 
stores and eventually franchise, while focusing on
serving only high-quality fresh ingredients. What 
are three specific human resource management im-
plications of my strategy (including specific policies 
and practices)?

9. Identify and briefly discuss five specific human 
resource management errors that I’m currently 
making.

10. Develop a structured interview form that we can 
use for hiring (1) store managers, (2) wait staff, and 
(3) counter people/pizza makers.

11. Based on what you know about Angelo’s, and what 
you know from having visited pizza restaurants, 
write a one-page outline showing specifically 
how you think Angelo’s should go about selecting 
employees.

Based generally on actual facts, but Angelo’s Pizza is a ficti-
tious company. Angelo’s Pizza source notes: Dino Berta, “People
Problems: Keep Hiring from Becoming a Crying Game,” Nation’s 
Business News, 36, no. 20, May 20, 2002, pp. 72–74; Ellen Lyon, 
“Hiring, Personnel Problems Can Challenge Entrepreneurs,” 
Patriot-News, October 12, 2004; Rose Robin Pedone, “Businesses’
$400 Billion Theft Problem,” Long Island Business News, 27, July 6,
1998, pp. 1B–2B; “Survey Shows Small-Business Problems with 
Hiring, Internet,” Providence Business News, 16, September 10, 
2001, pp. 1B; “Finding Good Workers Is Posing a Big Problem
as Hiring Picks Up,” Kiplinger Letter, 81, February 13, 2004; Ian 
Mount, “A Pizzeria Owner Learns the Value of Watching the
Books,” New York Times, October 25, 2012, p. B8.

GOOGLE*
Fortune magazine named Google the best of the 100
best companies to work for, and there is little doubt why. 
Among the benefits it offers are free shuttles equipped
with Wi-Fi to pick up and drop off employees from San
Francisco Bay Area locations, unlimited sick days, an-
nual all-expense-paid ski trips, free gourmet meals, five 
on-site free doctors, $2,000 bonuses for referring a new 
hire, free flu shots, a giant lap pool, on-site oil changes, 
on-site car washes, volleyball courts, TGIF parties, free 
on-site washers and dryers (with free detergent), Ping-
Pong and foosball tables, and free famous people lectures. 
For many people, it’s the gourmet meals and snacks that
make Google stand out. For example, human resources 
director Stacey Sullivan loves the Irish oatmeal with 
fresh berries at the company’s Plymouth Rock Cafe, near
Google’s “people operations” group. “I sometimes dream 

*© Gary Dessler, PhD.
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about it,” she says. Engineer Jan Fitzpatrick loves the 
raw bar at Google’s Tapis restaurant, down the road on 
the Google campus. Then, of course, there are the stock 
options—each new employee gets about 1,200 options to 
buy Google shares (recently worth about $480 per share). 
In fact, dozens of early Google employees (“Googlers”) 
are already multimillionaires thanks to Google stock. The
recession that began around 2008 did prompt Google and 
other firms to cut back on some of these benefits (cafete-
ria hours are shorter today, for instance), but Google still
pretty much leads the benefits pack.

For their part, Googlers share certain traits. They 
tend to be brilliant, team oriented (teamwork is the norm, 
especially for big projects), and driven. Fortune describes
them as people who “almost universally” see themselves 
as the most interesting people on the planet, and who are 
happy-go-lucky on the outside, but type A—highly in-
tense and goal directed—on the inside. They’re also super-
hardworking (which makes sense, since it’s not unusual 
for engineers to be in the hallways at 3 a.m. debating some 
new mathematical solution to a Google search problem). 
They’re so team oriented that when working on projects, 
it’s not unusual for Google team members to give up their 
larger, more spacious offices and to crowd into a small 
conference room, where they can “get things done.” His-
torically, Googlers generally graduate with great grades
from the best universities, including Stanford, Harvard,
and MIT. For many years, Google wouldn’t even consider 
hiring someone with less than a 3.7 average—while also 
probing deeply into the why behind any B grades. Google 
also doesn’t hire lone wolves, but wants people who work 
together and people who also have diverse interests (nar-
row interests or skills are a turnoff at Google). Google 
also wants people with growth potential. The company 
is expanding so fast that it needs to hire people who are 
capable of being promoted five or six times—it’s only, the 
company says, by hiring such overqualified people that it 
can be sure that the employees will be able to keep up as 
Google and their own departments expand.

The starting salaries are highly competitive. Experi-
enced engineers start at about $130,000 a year (plus about 
1,200 shares of stock options, as noted), and new MBAs 
can expect between $80,000 and $120,000 per year (with
smaller option grants). Most recently, Google had about
10,000 staff members, up from its beginnings with just
three employees in a rented garage.

Of course, in a company that’s grown from 3 employ-
ees to 10,000 and from zero value to hundreds of billions
of dollars, it may be quibbling to talk about “problems,”
but there’s no doubt that such rapid growth does confront 
Google’s management, and particularly its “people opera-
tions” group, with some big challenges. Let’s look at these.

For one, Google, as noted earlier, is a 24-hour opera-
tion, and with engineers and others frequently pulling all-
nighters to complete their projects, the company needs to 
provide a package of services and financial benefits that

supports that kind of lifestyle, and that helps its employ-
ees maintain an acceptable work–life balance.

As another challenge, Google’s enormous financial
success is a two-edged sword. Although Google usually 
wins the recruitment race when it comes to competing 
for new employees against competitors like Microsoft or 
Yahoo!, Google does need some way to stem a rising tide 
of retirements. Most Googlers are still in their 20s and
30s, but many have become so wealthy from their Google 
stock options that they can afford to retire. One 27-year-
old engineer received a million-dollar founder’s award for 
her work on the program for searching desktop comput-
ers, and wouldn’t think of leaving “except to start her own 
company.” Similarly, a former engineering vice president 
retired (with his Google stock profits) to pursue his love 
of astronomy. The engineer who dreamed up Gmail re-
cently retired (at the age of 30).

Another challenge is that the work involves not only 
long hours but can also be very tense. Google is a very 
numbers-oriented environment. For example, consider 
a typical weekly Google user interface design meeting. 
Marisa Meyer, the company’s vice president of search
products and user experience, runs the meeting, where 
her employees work out the look and feel of Google’s
products. Seated around a conference table are about a 
dozen Googlers, tapping on laptops. During the 2-hour
meeting, Meyer needs to evaluate various design propos-
als, ranging from minor tweaks to a new product’s entire
layout. She’s previously given each presentation an allot-
ted amount of time, and a large digital clock on the wall
ticks off the seconds. The presenters must quickly present 
their ideas, but also handle questions such as “what do us-
ers do if the tab is moved from the side of the page to the
top?” Furthermore, it’s all about the numbers—no one at 
Google would ever say, for instance, “the tab looks better 
in red”—you need to prove your point. Presenters must 
come armed with usability experiment results, show-
ing, for instance, that a certain percentage preferred red 
or some other color. While the presenters are answering
these questions as quickly as possible, the digital clock is 
ticking, and when it hits the allotted time, the presenta-
tion must end, and the next team steps up to present. It is
a tough and tense environment, and Googlers must have 
done their homework.

Growth can also undermine the “outlaw band that’s
changing the world” culture that fostered the services that 
made Google famous. Even cofounder Sergi Brin agrees
that Google risks becoming less “zany” as it grows. To
paraphrase one of its top managers, the hard part of any 
business is keeping that original innovative, small busi-
ness feel even as the company grows.

Creating the right culture is especially challenging now 
that Google is truly global. For example, Google works hard 
to provide the same financial and service benefits every 
place it does business around the world, but it can’t exactly 
match its benefits in every country because of international 
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laws and international taxation issues. Offering the same
benefits everywhere is more important than it might 
initially appear. All those benefits make life easier for 
Google staff, and help them achieve a work–life balance.
Achieving the right work–life balance is the centerpiece of 
Google’s culture, but this also becomes more challenging
as the company grows. On the one hand, Google does ex-
pect all of its employees to work super hard; on the other 
hand, it realizes that it needs to help them maintain some 
sort of balance. As one manager says, Google acknowl-
edges “that we work hard but that work is not everything.”

Recruitment is another challenge. While Google
certainly doesn’t lack applicants, attracting the right ap-
plicants is crucial if Google is to continue to grow success-
fully. Working at Google requires a special set of traits, and
screening employees is easier if it recruits the right people 
to begin with. For instance, Google needs to attract people 
who are super-bright, love to work, have fun, can handle the 
stress, and who also have outside interests and flexibility.

As the company grows internationally, it also faces 
the considerable challenge of recruiting and building staff 
overseas. For example, Google now is introducing a new 
vertical market–based structure across Europe to attract
more business advertisers to its search engine. (By vertical
market–based structure, Google means focusing on key 
vertical industry sectors such as travel, retail, automotive, 
and technology.) To build these industry groupings abroad 
from scratch, Google promoted its former head of its U.S. 
financial services group to be the vertical markets director
for Europe; he moved there recently. Google is thus looking
for heads for each of its vertical industry groups for all of 
its key European territories. Each of these vertical market 
heads will have to educate their market sectors (retailing,
travel, and so on) so Google can attract new advertisers.
Google already has offices across Europe, and its London 
office had tripled in size to 100 staff in just two years.

However, probably the biggest challenge Google faces
is gearing up its employee selection system, now that the 
company must hire thousands of people per year. When
Google started in business, job candidates typically suf-ff
fered through a dozen or more in-person interviews, and
the standards were so high that even applicants with years 
of great work experience often got turned down if they 
had just average college grades. But recently, even Google’s
cofounders have acknowledged to security analysts that 
setting such an extraordinarily high bar for hiring was 
holding back Google’s expansion. For Google’s first few 
years, one of the company’s cofounders interviewed 
nearly every job candidate before he or she was hired, and
even today one of them still reviews the qualifications of 
everyone before he or she gets a final offer.

The experience of one candidate illustrates what 
Google is up against. A 24-year-old was interviewed for 
a corporate communications job at Google. Google first 
made contact with the candidate in May, and then, after 
two phone interviews, invited him to headquarters. There 

he had separate interviews with about six people and was
treated to lunch in a Google cafeteria. They also had him 
turn in several “homework” assignments, including a per-
sonal statement and a marketing plan. In August, Google 
invited the candidate back for a second round, which it 
said would involve another four or five interviews. In the
meantime, he decided he’d rather work at a start-up, and 
accepted another job at a new Web-based instant messag-
ing provider.

Google’s new head of human resources, a former GE
executive, says that Google is trying to strike the right 
balance between letting Google and the candidate get to 
know each other while also moving quickly. To that end,
Google recently administered a survey to all Google’s cur-
rent employees in an effort to identify the traits that cor-
relate with success at Google. In the survey, employees 
responded to questions relating to about 300 variables,
including their performance on standardized tests, how 
old they were when they first used a computer, and how 
many foreign languages they speak. The Google survey 
team then went back and compared the answers against 
the 30 or 40 job performance factors they keep for each 
employee. They thereby identified clusters of traits that 
Google might better focus on during the hiring process.
Google is also moving from the free-form interviews it 
used in the past to a more structured process.

Questions

12. What do you think of the idea of Google correlat-
ing personal traits from the employees’ answers on
the survey to their performance, and then using 
that as the basis for screening job candidates? In 
other words, is it or is it not a good idea? Please ex-
plain your answer.

13. The benefits that Google pays obviously represent 
an enormous expense. Based on what you know 
about Google and on what you read in this text,
how would you defend all these benefits if you’re
making a presentation to the security analysts who 
were analyzing Google’s performance?

14. If you wanted to hire the brightest people around, how 
would you go about recruiting and selecting them?

15. To support its growth and expansion strategy, 
Google wants (among other traits) people who are
super-bright and who work hard, often round-the-
clock, and who are flexible and maintain a decent 
work–life balance. List five specific HR policies or 
practices that you think Google has implemented 
or should implement to support its strategy, and 
explain your answer.

16. What sorts of factors do you think Google will have 
to take into consideration as it tries transferring its 
culture and reward systems and way of doing busi-
ness to its operations abroad?
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17. Given the sorts of values and culture Google
cherishes, briefly describe four specific activities 
you suggest it pursue during new-employee 
orientation.

Source: Notes for Google: “Google Brings Vertical Structure to 
Europe,” New Media Age, August 4, 2005, p. 2; Debbie Lovewell,
“Employer Profile—Google: Searching for Talent,” Employee 
Benefits, October 10, 2005, p. 66; “Google Looking for Gourmet
Chefs,” Internet Week, August 4, 2005; Douglas Merrill, “Google’s 
‘Googley’ Culture Kept Alive by Tech,” eWeek, April 11, 2006; Rob-
ert Hof, “Google Gives Employees Another Option,” BusinessWeek 
Online, December 13, 2005; Kevin Delaney, “Google Adjusts
Hiring Process as Needs Grow,” Wall Street Journal, October 23, 
2006, pp. B1, B8; Adam Lishinsky, “Search and Enjoy,” Fortune, 
January 22, 2007, pp. 70–82; www.nypost.com/seven/10302008/
business/frugal_google_cuts_perks_136011.htm, accessed July 12,
2009; Adam Bryant, “The Quest to Build a Better Boss,” New York
Times, March 13, 2011, pp. 1, 7; Mark C. Crowley, “Not A Happy 
Accident: How Google Deliberately Designs Workplace Satisfac-
tion”, www.fastcompany.com/3007268/where-are-they-now/
not-happy-accident-how-google-deliberately-designs-workplace-
satisfaction, accessed September 16, 2014.

MUFFLER MAGIC*
Muffler Magic is a fast-growing chain of 25 automobile ser-
vice centers in Nevada. Originally started 20 years ago as a 
muffler repair shop by Ronald Brown, the chain expanded 
rapidly to new locations, and as it did so Muffler Magic also
expanded the services it provided, from muffler replacement 
to oil changes, brake jobs, and engine repair. Today, one can 
bring an automobile to a Muffler Magic shop for basically 
any type of service, from tires to mufflers to engine repair.

Auto service is a tough business. The shop owner is
basically dependent upon the quality of the service people 
he or she hires and retains, and the most qualified me-
chanics find it easy to pick up and leave for a job paying a 
bit more at a competitor down the road. It’s also a business 
in which productivity is very important. The single largest 
expense is usually the cost of labor. Auto service dealers
generally don’t just make up the prices that they charge 
customers for various repairs; instead, they charge based 
on standardized industry rates for jobs like changing spark 
plugs or repairing a leaky radiator. Therefore, if someone 
brings a car in for a new alternator and the standard num-
ber of hours for changing the alternator is an hour, but
it takes the mechanic 2 hours, the service center’s owner
may end up making less profit on the transaction.

Quality is a persistent problem as well. For example, 
“rework” has recently been a problem at Muffler Magic.
A customer recently brought her car to a Muffler Magic 
to have the car’s brake pads replaced, which the service
center did for her. Unfortunately, when she left she drove
only about two blocks before she discovered that she had 
no brake power at all. It was simply fortuitous that she was
going so slowly she was able to stop her car by slowly roll-
ing up against a parking bumper. It subsequently turned 

out that the mechanic who replaced the brake pads had 
failed to properly tighten a fitting on the hydraulic brake
tubes and the brake fluid had run out, leaving the car with
no braking power. In a similar problem the month before
that, a (different) mechanic replaced a fan belt, but forgot 
to refill the radiator with fluid; that customer’s car over-
heated before he got four blocks away, and Muffler Magic 
had to replace the whole engine. Of course problems like 
these not only diminish the profitability of the company’s 
profits, but, repeated many times over, have the potential 
for ruining Muffler Magic’s word-of-mouth reputation.

Organizationally, Muffler Magic employs about 300
people, and Ron runs his company with eight managers, 
including himself as president, a controller, a purchasing 
director, a marketing director, and the human resource 
manager. He also has three regional managers to whom
the eight or nine service center managers in each area of 
Nevada report. Over the past two years, as the company 
has opened new service centers, company-wide profits 
have diminished rather than increased. In part, these di-
minishing profits probably reflect the fact that Ron Brown 
has found it increasingly difficult to manage his growing 
operation. (“Your reach is exceeding your grasp” is how 
Ron’s wife puts it.)

The company has only the most basic HR systems
in place. It uses an application form that the human re-
source manager modified from one that he downloaded
from the Web, and the standard employee status change
request forms, sign-on forms, I-9 forms, and so on, that 
it purchased from a human resource management supply 
house. Training is entirely on-the-job. Muffler Magic ex-
pects the experienced technicians that it hires to come to 
the job fully trained; to that end, the service center man-
agers generally ask candidates for these jobs basic behav-
ioral questions that hopefully provide a window into these
applicants’ skills. However, most of the other technicians
hired to do jobs like rotating tires, fixing brake pads, and 
replacing mufflers are untrained and inexperienced. They 
are to be trained by either the service center manager or 
by more experienced technicians, on-the-job.

Ron Brown faces several HR-type problems. One, as 
he says, is that he faces the “tyranny of the immediate” 
when it comes to hiring employees. Although it’s fine to 
say that he should be carefully screening each employee
and checking his or her references and work ethic, from 
a practical point of view, with 25 centers to run, the cen-
ters’ managers usually just hire anyone who seems to be 
breathing, as long as he or she can answer some basic in-
terview questions about auto repair, such as, “What do 
you think the problem is if a 2001 Camry is overheating, 
and what would you do about it?”

Employee safety is also a problem. An automobile 
service center may not be the most dangerous type of 
workplace, but it is potentially dangerous. Employees are 
dealing with sharp tools, greasy floors, greasy tools, ex-
tremely hot temperatures (for instance, on mufflers and 
engines), and fast-moving engine parts including fan*© Gary Dessler, PhD.
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blades. There are some basic things that a service manager
can do to ensure more safety, such as insisting that all oil 
spills be cleaned up immediately. However, from a practi-
cal point of view, there are few ways to get around many 
of the problems—such as when the technician must check 
out an engine while it is running.

With Muffler Magic’s profits going down instead of 
up, Brown’s human resource manager has taken the posi-
tion that the main problem is financial. As he says, “You 
get what you pay for” when it comes to employees, and 
if you compensate technicians better than your competi-
tors do, then you get better technicians, ones who do their 
jobs better and stay longer with the company—and then 
profits will rise. So, the HR manager scheduled a meeting 
between himself, Ron Brown, and a professor of business
who teaches compensation management at a local univer-
sity. The HR manager has asked this professor to spend
about a week looking at each of the service centers, ana-
lyzing the situation, and coming up with a compensation 
plan that will address Muffler Magic’s quality and pro-
ductivity problems. At this meeting, the professor makes
three basic recommendations for changing the company’s 
compensation policies.

Number one, she says that she has found that Muffler 
Magic suffers from what she calls “presenteeism”—in other 
words, employees drag themselves into work even when 
they’re sick, because the company does not pay them if they 
are out; the company offers no sick days. In just a few days
the professor couldn’t properly quantify how much Muf-ff
fler Magic is losing to presenteeism. However, from what
she could see at each shop, there are typically one or two 
technicians working with various maladies like the cold or 
flu, and it seemed to her that each of these people was prob-
ably really only working about half of the time (although
they were getting paid for the whole day). So, for 25 ser-
vice centers per week, Muffler Magic could well be losing
125 or 130 personnel days per week of work. The profes-
sor suggests that Muffler Magic start allowing everyone to 
take three paid sick days per year, a reasonable suggestion.
However, as Ron Brown points out, “Right now, we’re only 
losing about half a day’s pay for each employee who comes
in and who works unproductively; with your suggestion, 
won’t we lose the whole day?” The professor says she’ll pon-
der that one.

Second, the professor recommends putting the techni-
cians on a skill-for-pay plan. Basically, she suggests the fol-
lowing. Give each technician a letter grade (A through E)
based upon that technician’s particular skill level and abili-
ties. An “A” technician is a team leader and needs to show 
that he or she has excellent diagnostic troubleshooting
skills, and the ability to supervise and direct other techni-
cians. At the other extreme, an “E” technician would typi-
cally be a new apprentice with little technical training. The 
other technicians fall in between those two levels, based on 
their individual skills and abilities.

In the professor’s system, the “A” technician or team
leader would assign and supervise all work done within his 

or her area but generally not do any mechanical repairs him-
self or herself. The team leader does the diagnostic trouble-
shooting, supervises and trains the other technicians, and
test drives the car before it goes back to the customer. Un-
der this plan, every technician receives a guaranteed hourly 
wage within a certain range, for instance:

A tech = $25–$30 an hour

B tech = $20–$25 an hour

C tech = $15–$20 an hour

D tech = $10–$15 an hour

E tech = $8–$10 an hour

Third, to directly address the productivity issue, the 
professor recommends that each service manager cal-
culate each technician-team’s productivity at the end of 
each day and at the end of each week. She suggests post-
ing the running productivity total conspicuously for daily 
viewing. Then, the technicians as a group get weekly cash
bonuses based upon their productivity. To calculate pro-
ductivity, the professor recommends dividing the total
labor hours billed by the total labor hours paid to techni-
cians; in other words, total labor hours billed divided by
total hours paid to technicians.

Having done some homework, the professor says that 
the national average for labor productivity is currently about 
60%, and that only the best-run service centers achieve 
85% or greater. By her rough calculations, Muffler Magic 
was attaining about industry average (about 60%—in other
words, they were billing for only about 60 hours for each
100 hours that they actually had to pay technicians to do the 
jobs). (Of course, this was not entirely the technicians’ fault.
Technicians get time off for breaks and for lunch, and if a
particular service center simply didn’t have enough busi-
ness on a particular day or during a particular week, then
several technicians may well sit around idly waiting for the 
next car to come in.) The professor recommends setting a
labor efficiency goal of 80% and posting each team’s daily 
productivity results in the workplace to provide them with 
additional feedback. She recommends that if at the end of 
a week the team is able to boost its productivity ratio from 
the current 60% to 80%, then that team would get an addi-
tional 10% weekly pay bonus. After that, for every 5% boost
of increased productivity above 80%, technicians would re-
ceive an additional 5% weekly bonus. So, if a technician’s 
normal weekly pay is $400, that employee would receive an
extra $40 at the end of the week when his team moves from 
60% productivity to 80% productivity.

After the meeting, Ron Brown thanked the professor 
for her recommendations and told her he would think 
about it and get back to her. After the meeting, on the 
drive home, Ron was pondering what to do. He had to de-
cide whether to institute the professor’s sick leave policy,
and whether to implement the professor’s incentive and 
compensation plan. Before implementing anything, how-
ever, he wanted to make sure he understood the context
in which he was making his decision. For example, did 
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Muffler Magic really have an incentive pay problem, or 
were the problems more broad? Furthermore, how, if at
all, would the professor’s incentive plan impact the quality 
of the work that the teams were doing? And should the
company really start paying for sick days? Ron Brown had 
a lot to think about.

Questions

18. Write a one-page summary outline listing three
or four recommendations you would make with
respect to each HR function (recruiting, selection,
training, and so on) that you think Ron Brown 
should be addressing with his HR manager.

19. Develop a 10-question structured interview form 
Ron Brown’s service center managers can use to in-
terview experienced technicians.

20. If you were Ron Brown, would you implement the
professor’s recommendation addressing the presen-
teeism problem—in other words, start paying for 
sick days? Why or why not?

21.  If you were advising Ron Brown, would you recom-
mend that he implement the professor’s skill-based
pay and incentive pay plan as is? Why? Would you 
implement it with modifications? If you would
modify it, please be specific about what you think 
those modifications should be, and why.

Based generally on actual facts, but Muffler Magic is a fictitious com-
pany. This case is based largely on information in Drew Paras, “The
Pay Factor: Technicians’ Salaries Can Be the Largest Expense in a
Server Shop, as Well as the Biggest Headache. Here’s How One Shop 
Owner Tackled the Problem,” Motor Age, November 2003, pp. 76–79;
see also Jennifer Pellet, “Health Care Crisis,” Chief Executive, June
2004, pp. 56–61; “Firms Press to Quantify, Control Presenteeism,”
Employee Benefits, December 1, 2002.

BP TEXAS CITY*
When British Petroleum’s (BP) Horizon oil rig exploded
in the Gulf of Mexico in 2010, it triggered tragic remind-
ers for experts in the safety community. In March 2005, 
an explosion and fire at BP’s Texas City, Texas, refinery 
killed 15 people and injured 500 people in the worst U.S. 
industrial accident in more than 10 years. That disaster 
triggered three investigations: one internal investigation
by BP, one by the U.S. Chemical Safety Board, and an in-
dependent investigation chaired by former U.S. Secretary 
of State James Baker and an 11-member panel that was
organized at BP’s request.

To put the results of these three investigations into 
context, it’s useful to understand that under its current
management, BP had pursued, for the past 10 or so years
before the Texas City explosion, a strategy emphasizing 
cost-cutting and profitability. The basic conclusion of the
investigations was that cost-cutting helped compromise

safety at the Texas City refinery. It’s useful to consider 
each investigation’s findings.

The Chemical Safety Board’s (CSB) investigation, ac-
cording to Carol Merritt, the board’s chair, showed that
“BP’s global management was aware of problems with 
maintenance, spending, and infrastructure well before
March 2005.” Apparently, faced with numerous ear-
lier accidents, BP did make some safety improvements.
However, it focused primarily on emphasizing personal
employee safety behaviors and procedural compliance, 
and thereby reducing safety accident rates. The problem
(according to the CSB) was that “catastrophic safety risks 
remained.” For example, according to the CSB, “unsafe
and antiquated equipment designs were left in place, and
unacceptable deficiencies in preventive maintenance were 
tolerated.” Basically, the CSB found that BP’s budget cuts
led to a progressive deterioration of safety at the Texas 
City refinery. Said Merritt, “In an aging facility like Texas 
City, it is not responsible to cut budgets related to safety 
and maintenance without thoroughly examining the im-
pact on the risk of a catastrophic accident.”

Looking at specifics, the CSB said that a 2004 internal 
audit of 35 BP business units, including Texas City (BP’s 
largest refinery), found significant safety gaps they all had 
in common, including, for instance, a lack of leadership 
competence, and “systemic underlying issues” such as a
widespread tolerance of noncompliance with basic safety 
rules and poor monitoring of safety management systems
and processes. Ironically, the CSB found that BP’s accident
prevention effort at Texas City had achieved a 70% reduc-
tion in worker injuries in the year before the explosion. 
Unfortunately, this simply meant that individual employ-
ees were having fewer accidents. The larger, more funda-
mental problem was that the potentially explosive situation 
inherent in the depreciating machinery remained.

The CSB found that the Texas City explosion followed 
a pattern of years of major accidents at the facility. In fact, 
there had apparently been an average of one employee 
death every 16 months at the plant for the last 30 years. 
The CSB found that the equipment directly involved in
the most recent explosion was an obsolete design already 
phased out in most refineries and chemical plants, and that 
key pieces of its instrumentation were not working. There 
had also been previous instances where flammable vapors 
were released from the same unit in the 10 years prior to 
the explosion. In 2003, an external audit had referred to
the Texas City refinery’s infrastructure and assets as “poor”
and found what it referred to as a “checkbook mentality,” 
one in which budgets were not sufficient to manage all 
the risks. In particular, the CSB found that BP had imple-
mented a 25% cut on fixed costs between 1998 and 2000 
and that this adversely impacted maintenance expendi-
tures and net expenditures, and refinery infrastructure.
Going on, the CSB found that in 2004, there were three
major accidents at the refinery that killed three workers.

BP’s own internal report concluded that the problems 
at Texas City were not of recent origin, and instead were *© Gary Dessler, PhD.
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years in the making. It said BP was taking steps to address
them. Its investigation found “no evidence of anyone 
consciously or intentionally taking actions or making de-
cisions that put others at risk.” Said BP’s report, “The un-
derlying reasons for the behaviors and actions displayed
during the incident are complex, and the team has spent 
much time trying to understand them—it is evident that 
they were many years in the making and will require con-
certed and committed actions to address.” BP’s report 
concluded that there were five underlying causes for the 
massive explosion:

• A working environment had eroded to one charac-
terized by resistance to change, and a lack of trust.

• Safety, performance, and risk reduction priorities
had not been set and consistently reinforced by 
management.

• Changes in the “complex organization” led 
to a lack of clear accountabilities and poor 
communication.

• A poor level of hazard awareness and understanding 
of safety resulted in workers accepting levels of risk 
that were considerably higher than at comparable 
installations.

• Adequate early warning systems for problems were
lacking, and there were no independent means of un-
derstanding the deteriorating standards at the plant.

The report from the BP-initiated but independent 
11-person panel chaired by former U.S. Secretary of State
James Baker contained specific conclusions and recom-
mendations. The Baker panel looked at BP’s corporate 
safety oversight, the corporate safety culture, and the pro-
cess safety management systems at BP at the Texas City 
plant as well as at BP’s other refineries.

Basically, the Baker panel concluded that BP had not 
provided effective safety process leadership and had not 
established safety as a core value at the five refineries it
looked at (including Texas City).

Like the CSB, the Baker panel found that BP had em-
phasized personal safety in recent years and had in fact 
improved personal safety performance, but had not empha-
sized the overall safety process, thereby mistakenly inter-
preting “improving personal injury rates as an indication of 
acceptable process safety performance at its U.S. refineries.” 
In fact, the Baker panel went on, by focusing on these some-
what misleading improving personal injury rates, BP created 
a false sense of confidence that it was properly addressing 
process safety risks. It also found that the safety culture at
Texas City did not have the positive, trusting, open environ-
ment that a proper safety culture required. The Baker panel’s 
other findings included the following.

• BP did not always ensure that adequate resources 
were effectively allocated to support or sustain a high
level of process safety performance.

• BP’s refinery personnel are “overloaded” by corporate
initiatives.

• Operators and maintenance personnel work high 
rates of overtime.

• BP tended to have a short-term focus and its decen-
tralized management system and entrepreneurial cul-
ture delegated substantial discretion to refinery plant
managers “without clearly defining process safety 
expectations, responsibilities, or accountabilities.”

• There was no common, unifying process safety 
culture among the five refineries.

• The company’s corporate safety management system 
did not make sure there was timely compliance with
internal process safety standards and programs.

• BP’s executive management either did not receive
refinery-specific information that showed that pro-
cess safety deficiencies existed at some of the plants, 
or did not effectively respond to any information it 
did receive.1

• These findings and the following suggestions are
based on “BP Safety Report Finds Company’s Process 
Safety Culture Ineffective,” Global Refining & Fuels 
Report, January 17, 2007.

The Baker panel made several safety recommendations 
for BP, including the following.

1. The company’s corporate management must pro-
vide leadership on process safety.

2. The company should establish a process safety 
management system that identifies, reduces, 
and manages the process safety risks of the
refineries.

3. The company should make sure its employees have
an appropriate level of process safety knowledge
and expertise.

4. The company should involve “relevant stakehold-
ers” in developing a positive, trusting, and open
process safety culture at each refinery.

5. BP should clearly define expectations and
strengthen accountability for process safety 
performance.

6. BP should better coordinate its process safety 
support for the refining line organization.

7. BP should develop an integrated set of leading and
lagging performance indicators for effectively mon-
itoring process safety performance.

8. BP should establish and implement an effective
system to audit process safety performance.

9. The company’s board should monitor the imple-
mentation of the panel’s recommendations and 
the ongoing process safety performance of the 
refineries.

10. BP should transform itself into a recognized indus-
try leader in process safety management.
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In making its recommendations, the panel singled out
the company’s chief executive at the time, Lord Browne,
by saying, “In hindsight, the panel believes if Browne had 
demonstrated comparable leadership on and commit-
ment to process safety [as he did for responding to climate 
change] that would have resulted in a higher level of safety 
at refineries.”

Overall, the Baker panel found that BP’s top manage-
ment had not provided “effective leadership” on safety. It 
found that the failings went to the very top of the orga-
nization, to the company’s chief executive, and to several
of his top lieutenants. The Baker panel emphasized the 
importance of top management commitment, saying, for 
instance, that “it is imperative that BP leadership set the 
process safety tone at the top of the organization and es-
tablish appropriate expectations regarding process safety 
performance.” It also said BP “has not provided effective 
leadership in making certain its management and U.S.
refining workforce understand what is expected of them 
regarding process safety performance.”

Lord Browne, the chief executive, stepped down 
about a year after the explosion. About the same time, 
some BP shareholders were calling for the company’s ex-
ecutives and board directors to have their bonuses more 
closely tied to the company’s safety and environmen-
tal performance in the wake of Texas City. In October 
2009, OSHA announced it was filing the largest fine in
its history for this accident, for $87 million, against BP. 
One year later, BP’s Horizon oil rig in the Gulf of Mexico 
exploded, taking 11 lives. In September 2014, the U.S.
District judge presiding over negligence claims in the en-
suing case found BP guilty of gross negligence, basically 
reckless and extreme behavior; the company will appeal 
his ruling.    

Questions

22. The text defines ethics as “the principles of conduct 
governing an individual or a group,” and specifi-
cally as the standards one uses to decide what his or
her conduct should be. To what extent do you be-
lieve that what happened at BP is as much a break-
down in the company’s ethical systems as it is in
its safety systems, and how would you defend your
conclusion?

23. Are the Occupational Safety and Health Admin-
istration’s standards, policies, and rules aimed at

addressing problems like the ones that apparently 
existed at the Texas City plant? If so, how would 
you explain the fact that problems like these could
have continued for so many years?

24. Since there were apparently at least three deaths in 
the year prior to the major explosion, and an aver-
age of about one employee death per 16 months for 
the previous 10 years, how would you account for 
the fact that mandatory OSHA inspections missed 
these glaring sources of potential catastrophic 
events?

25. The text lists numerous suggestions for “how to
prevent accidents.” Based on what you know about 
the Texas City explosion, what do you say Texas 
City tells you about the most important three steps 
an employer can take to prevent accidents?

26. Based on what you learned in Chapter 14, would
you make any additional recommendations to BP 
over and above those recommendations made by 
the Baker panel and the CSB? If so, what would 
those recommendations be?

27. Explain specifically how strategic human resource
management at BP seems to have supported the 
company’s broader strategic aims. What does this 
say about the advisability of always linking human 
resource strategy to a company’s strategic aims?

Source: Notes for BP Texas City: Sheila McNulty, “BP Knew 
of Safety Problems, Says Report,” Financial Times, October 31, 
2006, p. 1; “CBS: Documents Show BP Was Aware of Texas City 
Safety Problems,” World Refining & Fuels Today, October 30, 
2006; “BP Safety Report Finds Company’s Process Safety Culture
Ineffective,” Global Refining & Fuels Report, January 17, 2007; 
“BP Safety Record Under Attack,” Europe Intelligence Wire, 
January 17, 2007; Mark Hofmann, “BP Slammed for Poor Leader-
ship on Safety, Oil Firm Agrees to Act on Review Panel’s Recom-
mendations,” Business Intelligence, January 22, 2007, p. 3; “Call 
for Bonuses to Include Link with Safety Performance,” Guardian,
January 18, 2007, p. 24; www.bp.com/genericarticle.do?categoryId
=9005029&contentId=7015905, accessed July 12, 2009;
Steven Greenhouse, “BP Faces Record Fine for ’05 Blast,” New 
York Times, October 30, 2009, pp. 1, 6; Kyle W. Morrison, “Blame
to Go Around,” Safety & Health, 183, no. 3, March 2011, p. 40; 
Ed Crooks, “BP Had Tools to End Spill Sooner, Court Told,” 
www.ft.com/cms/s/0/40d7b076-2ae8-11e3-8fb8-00144feab7de
.html?ftcamp=published_links%2Frss%2Fhome_uk%2Ffeed%2F
%2Fproduct#axzz2gZshHFOc, accessed October 2, 2013; Daniel
Gilbert and Justin Scheck, “Judge Hammers BP for Gulf Disaster”, 
The Wall Street Journal, September 5, 2014, pp. B1, B2.

www.bp.com/genericarticle.do?categoryId=9005029&contentId=7015905
www.bp.com/genericarticle.do?categoryId=9005029&contentId=7015905
www.ft.com/cms/s/0/40d7b076-2ae8-11e3-8fb8-00144feab7de.html?ftcamp=published_links%2Frss%2Fhome_uk%2Ffeed%2F%2Fproduct#axzz2gZshHFOc
www.ft.com/cms/s/0/40d7b076-2ae8-11e3-8fb8-00144feab7de.html?ftcamp=published_links%2Frss%2Fhome_uk%2Ffeed%2F%2Fproduct#axzz2gZshHFOc
www.ft.com/cms/s/0/40d7b076-2ae8-11e3-8fb8-00144feab7de.html?ftcamp=published_links%2Frss%2Fhome_uk%2Ffeed%2F%2Fproduct#axzz2gZshHFOc
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action learning A training technique by which management 
trainees are allowed to work full time analyzing and solv-
ing problems in other departments.

adverse impact The overall impact of employer practices 
that result in significantly higher percentages of members
of minorities and other protected groups being rejected
for employment, placement, or promotion.

affirmative action Making an extra effort to hire and pro-
mote those in protected groups, particularly when those 
groups are underrepresented.

Age Discrimination in Employment Act (ADEA) of 1967 The 
act prohibiting arbitrary age discrimination and specifically 
protecting individuals over 40 years old.

agency shop A form of union security in which employees 
who do not belong to the union must still pay union dues 
on the assumption that union efforts benefit all workers.

alternative staffing The use of nontraditional recruitment
sources.

Americans with Disabilities Act (ADA) The act requiring em-
ployers to make reasonable accommodations for disabled
employees; it prohibits discrimination against disabled 
persons.

annual bonus Plans that are designed to motivate short-term
performance of managers and which are tied to company 
profitability.

applicant tracking systems Online systems that help em-
ployers attract, gather, screen, compile, and manage 
applicants.

application form A form used by employers to compile in-
formation regarding an applicant’s identity and educa-
tional, military, and work history.

apprenticeship training A structured process by which
people become skilled workers through a combination of 
classroom instruction and on-the-job training.

arbitration The most definitive type of third-party interven-
tion, in which the arbitrator often has the power to deter-
mine and dictate the settlement terms.

authority The right to make decisions, direct others’ work, 
and give orders.

authorization cards In order to petition for a union election, 
the union must show that at least 30% of employees may 
be interested in being unionized. Employees indicate this 
interest by signing authorization cards.

bargaining unit The group of employees the union will be
authorized to represent.

behavior modeling A training method that involves
(1) showing trainees the right (or “model”) way of doing
something, (2) letting trainees practice that way, and then 
(3) giving feedback on the trainees’ performance.

benchmark job A job that is used to anchor the employer’s 
pay scale and around which other jobs are arranged in or-
der of relative worth.

benefits Indirect financial and nonfinancial payments em-
ployees receive for continuing their employment with the 
company.

bona fide occupational qualification (BFOQ) Requirement 
that an employee be of a certain religion, sex, or national
origin where that is reasonably necessary to the organi-
zation’s normal operation. Specified by the 1964 Civil
Rights Act.

boycott The combined refusal by employees and other inter-
ested parties to buy or use the employer’s products.

broadbanding Consolidating salary grades and ranges into 
just a few wide levels or “bands,” each of which contains a 
relatively wide range of jobs and salary levels.

burnout The total depletion of physical and mental resources
caused by excessive striving to reach an unrealistic work-
related goal.

business necessity Justification for an otherwise discrimina-
tory employment practice, provided there is an overrid-
ing legitimate business purpose.

business process reengineering Redesigning business pro-
cesses, usually by combining steps, so that small multi-
function process teams using information technology do
the jobs formerly done by a sequence of departments.

career The occupational positions a person has had over 
many years.

career development The lifelong series of activities that con-
tribute to a person’s career exploration, establishment, 
success, and fulfillment.

career management The process for enabling employ-
ees to better understand and develop their career skills
and interests, and to use these skills and interests more
effectively.

career planning The deliberate process through which 
someone becomes aware of personal skills, interests,
knowledge, motivations, and other characteristics and es-
tablishes action plans to attain specific goals.

case study method A development method in which the
manager is presented with a written description of an or-
ganizational problem to diagnose and solve.

cash balance plans Defined benefit plans under which the
employer contributes a percentage of employees’ current 
pay to employees’ pension plans every year, and employ-
ees earn interest on this amount.

citations Summons informing employers and employees of 
the regulations and standards that have been violated in
the workplace.

Civil Rights Act of 1991 (CRA 1991) The act that places bur-
den of proof back on employers and permits compensa-
tory and punitive damages.

classes Grouping jobs based on a set of rules for each group
or class, such as amount of independent judgment, skill, 
physical effort, and so forth, required. Classes usually 
contain similar jobs.



536   GLOSSARY

closed shop A form of union security in which the company 
can hire only union members. This was outlawed in 1947 
for interstate commerce, but still exists in some industries 
(such as printing).

coaching Educating, instructing, and training subordinates.

codetermination Employees have the legal right to a voice in
setting company policies. Workers elect their own repre-
sentatives to the supervisory board of the employer.

collective bargaining The process through which represen-
tatives of management and the union meet to negotiate a 
labor agreement.

college recruiting Sending an employer’s representatives to
college campuses to prescreen applicants and create an
applicant pool from the graduating class.

compa ratio Equals an employee’s pay rate divided by the pay 
range midpoint for his or her pay grade.

comparable worth The concept by which women who are 
usually paid less than men can claim that men in compa-
rable rather than in strictly equal jobs are paid more.

compensable factor A fundamental, compensable element 
of a job, such as skills, effort, responsibility, and working 
conditions.

competency model A graphic model that consolidates, usu-
ally in one diagram, a precise overview of the compe-
tencies (the knowledge, skills, and behaviors) someone
would need to do a job well.

competency-based job analysis Describing a job in terms of 
the measurable, observable, and behavioral competencies 
an employee must exhibit to do a job well.

competency-based pay Where the company pays for the em-
ployee’s range, depth, and types of skills and knowledge, 
rather than for the job title he or she holds.

competitive advantage Any factors that allow an organiza-
tion to differentiate its product or service from those of its 
competitors to increase market share.

competitive strategy A strategy that identifies how to build
and strengthen the business’s long-term competitive posi-
tion in the marketplace.

compressed workweek Schedule in which employee works 
fewer but longer days each week.

construct validity A test that is construct valid is one that
demonstrates that a selection procedure measures a con-
struct and that construct is important for successful job 
performance.

content validity A test that is content valid is one in which d
the test contains a fair sample of the tasks and skills actu-
ally needed for the job in question.

controlled experimentation Formal methods for testing 
the effectiveness of a training program, preferably with
before-and-after tests and a control group.

corporate-level strategy Type of strategy that identifies the 
portfolio of businesses that, in total, comprise the com-
pany and the ways in which these businesses relate to each 
other.

criterion validity A type of validity based on showing that
scores on the test (predictors) are related to job perfor-
mance (criterion).

cross training Training employees to do different tasks or
jobs than their own; doing so facilitates flexibility and job
rotation.

data analytics Using new number-crunching software to dig 
through (“mine”) existing employee data to better iden-
tify what types of people succeed or fail, and therefore 
whom to hire.

Davis-Bacon Act (1931) A law that sets wage rates for la-
borers employed by contractors working for the federal
government.

defined benefit pension plan A plan that contains a formula 
for determining retirement benefits.

defined contribution pension plan A plan in which the em-
ployer’s contribution to employees’ retirement savings 
funds is specified.

diary/log Daily listings made by workers of every activity 
in which they engage along with the time each activity 
takes.

digital dashboard Presents the manager with desktop graphs 
and charts, and so a computerized picture of where the 
company stands on all those metrics from the HR Score-
card process.

direct financial payments Pay in the form of wages, salaries, 
incentives, commissions, and bonuses.

discrimination Taking specific actions toward or against the 
person based on the person’s group.

dismissal Involuntary termination of an employee’s employ-
ment with the firm.

disparate impact An unintentional disparity between the
proportion of a protected group applying for a position 
and the proportion getting the job.

disparate treatment An intentional disparity between the 
proportion of a protected group and the proportion get-
ting the job.

distributive justice Refers to a system of distributing rewards 
and discipline in which the actual results or outcomes of 
are evenhanded and fair.

diversity Having a workforce comprising two or more 
groups of employees with various racial, ethnic, gender, 
cultural, national origin, handicap, age, and religious 
backgrounds.

downsizing Refers to the process of reducing, usually dra-
matically, the number of people employed by the firm.

early retirement window A type of offering by which
employees are encouraged to retire early, the incen-
tive being liberal pension benefits plus perhaps a cash
payment.

earnings-at-risk pay plan Plan that puts some portion of em-
ployees’ normal pay at risk if they don’t meet their goals, 
in return for possibly obtaining a much larger bonus if 
they exceed their goals.

economic strike A strike that results from a failure to agree 
on the terms of a contract that involve wages, benefits, 
and other conditions of employment.

Electronic Communications Privacy Act (ECPA) The ECPA
is a federal law intended to help restrict interception and 
monitoring of oral and wire communications.
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electronic performance support systems (EPSS) Sets of 
computerized tools and displays that automate training, 
documentation, and phone support; integrate this auto-
mation into applications; and provide support that’s faster, 
cheaper, and more effective than traditional methods.

employee assistance program (EAP) A formal employer
program for providing employees with counseling and/
or treatment programs for problems such as alcoholism,
gambling, or stress.

employee compensation All forms of pay or rewards going 
to employees and arising from their employment.

employee orientation A procedure for providing new em-
ployees with basic background information about the 
firm.

employee recruiting Finding and/or attracting applicants for 
the employer’s open positions.

employee relations The activity that involves establishing 
and maintaining the positive employee–employer re-
lationships that contribute to satisfactory productivity, 
motivation, morale, and discipline, and to maintaining a
positive, productive, and cohesive work environment.

Employee Retirement Income Security Act (ERISA) The law 
that provides government protection of pensions for all 
employees with company pension plans. It also regulates 
vesting rights (employees who leave before retirement
may claim compensation from the pension plan).

Employee Retirement Income Security Act (ERISA) of 1975 
Signed into law by President Ford in 1974 to require that
pension rights be vested and protected by a government
agency, the PBGC.

employee stock ownership plan (ESOP) A qualified, tax de-
ductible stock bonus plan in which employers contribute 
stock to a trust for eventual use by employees.

employment engagement The extent to which an organi-
zation’s employees are psychologically involved in, con-
nected to, and committed to getting one’s jobs done.

Equal Employment Opportunity Commission (EEOC) The 
commission, created by Title VII, empowered to investi-
gate job discrimination complaints and sue on behalf of 
complainants.

Equal Pay Act of 1963 An amendment to the Fair Labor
Standards Act designed to require equal pay for women
doing the same work as men.

ethics The study of standards of conduct and moral judg-
ment; also the standards of right conduct.

ethnocentric A management philosophy that leads to the
creation of home market-oriented staffing decisions.

executive coach An outside consultant who questions the 
executive’s associates in order to identify the executive’s 
strengths and weaknesses, and then counsels the execu-
tive so he or she can capitalize on those strengths and
overcome the weaknesses.

exit interviews Interviews conducted by the employer im-
mediately prior to the employee leaving the firm with the 
aim of better understanding what the employee thinks
about the company.

expatriates Employees a company posts abroad, and who are 
noncitizens of the country in which they are working.

fact-finder In labor relations, a neutral party who studies the 
issues in a dispute and makes a public recommendation 
for a reasonable settlement.

Fair Labor Standards Act (FLSA; 1938) This act provides for 
minimum wages, maximum hours, overtime pay, and 
child labor protection. The law, amended many times, 
covers most employees.

fair treatment Reflects concrete actions, such as “employ-
ees are treated with respect,” and “employees are treated 
fairly.”

family-friendly (or work–life) benefits Benefits such as child 
care and fitness facilities that make it easier for employees 
to balance their work and family responsibilities.

FedEx Guaranteed Fair Treatment FedEx’s “turbocharged”
three-step grievance process aimed at ensuring fair 
employee treatment, including a management review, 
officer complaint, and finally an executive appeals board.

financial incentives Financial rewards paid to workers whose 
production exceeds some predetermined standard.

flexible benefits plan/cafeteria benefits plan Individualized 
plans allowed by employers to accommodate employee
preferences for benefits.

flextime A plan whereby employees’ workdays are built around 
a core of mid-day hours, such as 11:00 a.m. to 2:00 p.m.

401(k) plan A defined contribution plan based on section
401(k) of the Internal Revenue Code.

functional strategy A department’s functional strategy iden-
tifies what the department must do in terms of specific
departmental policies and practices to help the business
accomplish its competitive goals.

gainsharing plan An incentive plan that engages employees 
in a common effort to achieve productivity objectives and 
share the gains.

gender-role stereotypes The tendency to associate women 
with certain (frequently nonmanagerial) jobs.

geocentric A staffing policy that seeks the best people for 
key jobs throughout the organization, regardless of 
nationality.

globalization The tendency of firms to extend their sales,
ownership, and/or manufacturing to new markets abroad.

golden parachute A payment companies make in connec-
tion with a change in ownership or control of a company.

good-faith bargaining A term that means both parties are
communicating and negotiating and that proposals are
being matched with counterproposals, with both parties
making every reasonable effort to arrive at agreements. It 
does not mean that either party is compelled to agree to
a proposal.

grade definition Written descriptions of the level of, say, 
responsibility and knowledge required by jobs in each
grade. Similar jobs can then be combined into grades or
classes.

grades A job classification system like the class system, al-
though grades often contain dissimilar jobs, such as sec-
retaries, mechanics, and firefighters. Grade descriptions
are written based on compensable factors listed in clas-
sification systems.
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graphic rating scale The graphic rating scale is a perfor-
mance appraisal tool that lists several job dimensions and 
a range of performance values for each. The supervisor 
rates each subordinate by circling or checking the score 
that best describes the subordinate’s performance for each 
trait or dimension.

Griggs v. Duke Power Company Supreme Court case in
which the plaintiff argued that his employer’s require-
ment that coal handlers be high school graduates was
unfairly discriminatory. In finding for the plaintiff, the 
Court ruled that discrimination need not be overt to be
illegal, that employment practices must be related to job
performance, and that the burden of proof is on the em-
ployer to show that hiring standards are job related.

group life insurance Provides lower rates for the employer
or employee and includes all employees, including new 
employees, regardless of health or physical condition.

Guaranteed Fair Treatment Process FedEx’s “turbocharged” 
three-step grievance process aimed at ensuring fair em-
ployee treatment, including a management review, officer 
complaint, and finally an executive appeals board.

health maintenance organization (HMO) A prepaid health 
care system that generally provides routine round-
the-clock medical services as well as preventive medi-
cine in a clinic-type arrangement for employees, who
pay a nominal fee in addition to the fixed annual fee the
employer pays.

high-performance work system A set of human resource 
management policies and practices that promote organi-
zational effectiveness.

home-country nationals Citizens of the country in which the 
multinational company has its headquarters.

HR audit An analysis by which an organization measures
where it currently stands and determines what it has to
accomplish to improve its HR function.

HR scorecard A process for assigning financial and nonfinan-
cial goals or metrics to the human resource management–
related chain of activities required for achieving the 
company’s strategic aims and for monitoring results.

human resource management (HRM) The process of acquir-
ing, training, appraising, and compensating employees, 
and of attending to their labor relations, health and safety, 
and fairness concerns.

human resource metric The quantitative gauge of a human 
resource management activity such as employee turnover, 
hours of training per employee, or qualified applicants
per position.

illegal bargaining items Items in collective bargaining that
are forbidden by law; for example, the clause agreeing to
hire “union members exclusively” would be illegal in a 
right-to-work state.

indirect financial payments Pay in the form of financial ben-
efits such as insurance.

in-house development center A company-based method for
exposing prospective managers to realistic exercises to 
develop improved management skills.

insubordination Willful disregard or disobedience of the 
boss’s authority or legitimate orders.

interest inventories Tests that compare one’s interests with 
those of people in various occupations.

interest inventory A personal development and selection 
device that compares the person’s current interests with 
those of others now in various occupations so as to deter-
mine the preferred occupation for the individual.

international human resource management (IHRM) The hu-
man resource management concepts and techniques em-
ployers use to manage the human resource challenges of 
their international operations.

interview A procedure designed to solicit information from
a person’s oral responses to oral inquiries.

job aid A set of instructions, diagrams, or similar methods 
available at the job site to guide the worker.

job analysis The procedure for determining the duties and
skill requirements of a job and the kind of person who
should be hired for it.

job classification (or grading) method A method for catego-
rizing jobs into groups.

job descriptions A list of a job’s duties, responsibilities, re-
porting relationships, working conditions, and supervi-
sory responsibilities—one product of a job analysis.

job enlargement Assigning workers additional same-level
activities.

job enrichment Redesigning jobs in a way that increases the 
opportunities for the worker to experience feelings of re-
sponsibility, achievement, growth, and recognition.

job evaluation A systematic comparison done in order to 
determine the worth of one job relative to another.

job hazard analysis A systematic approach to identifying 
and eliminating hazards before they occur, and focuses on
the relationship between the worker, the task, the tools, 
and the work environment and ends by reducing the po-
tential risks to acceptable levels.

job instruction training (JIT) Listing each job’s basic tasks,
along with key points, in order to provide step-by-step
training for employees.

job posting Publicizing an open job to employees (often by 
literally posting it on bulletin boards) and listing its at-
tributes, like qualifications, supervisor, working schedule,
and pay rate.

job rotation Systematically moving workers from one job to 
another.

job sharing Allows two or more people to share a single full-
time job.

job specifications A list of a job’s “human requirements,” that 
is, the requisite education, skills, personality, and so on—
another product of a job analysis.

job-requirements matrix A more complete description of 
what the worker does and how and why he or she does
it; it clarifies each task’s purpose and each duty’s required
knowledge, skills, abilities, and other characteristics.

Landrum-Griffin Act A law aimed at protecting union mem-
bers from possible wrongdoing on the part of their unions.

layoff A situation in which employees are told there is no
work for them but that management intends to recall 
them when work is again available.
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lifelong learning Provides employees with continuing learn-
ing experiences over their tenure with the firm, with the
aims of ensuring they have the opportunity to learn the 
skills they need to do their jobs and to expand their oc-
cupational horizons.

line manager A manager who is authorized to direct the 
work of subordinates and is responsible for accomplish-
ing the organization’s tasks.

locals Employees who work for the company abroad and
are citizens of the countries where they are working, also
known as host-country nationals.

lockout A refusal by the employer to provide opportunities 
to work.

maintenance of membership arrangement Employees do 
not have to belong to the union. However, union mem-
bers employed by the firm must maintain membership in 
the union for the contract period.

management assessment center A facility in which 
management candidates are asked to make deci-
sions in hypothetical situations and are scored on their 
performance.

management development Any attempt to improve current 
or future management performance by imparting knowl-
edge, changing attitudes, or increasing skills.

management game A development technique in which
teams of managers compete by making computerized de-
cisions regarding realistic but simulated situations.

management process The five basic functions of planning, 
organizing, staffing, leading, and controlling.

manager Someone who is responsible for accomplishing the 
organization’s goals, and who does so by managing the
efforts of the organization’s people.

managing To perform five basic functions: planning, orga-
nizing, staffing, leading, and controlling.

mandatory bargaining items Items in collective bargaining 
that a party must bargain over if they are introduced by 
the other party—for example, pay.

market-competitive pay system A pay system in which the
employer’s actual pay rates are competitive with those in
the relevant labor market.

mediation Labor relations intervention in which a neutral third
party tries to assist the principals in reaching agreement.

mentoring Advising, counseling, and guiding.

merit pay (merit raise) Any salary increase awarded to an 
employee based on his or her individual performance.

miniature job training and evaluation A selection pro-
cedure in which the employer trains candidates to per-
form a sample of the job’s tasks, and then evaluates their 
performance.

mission statement Summarizes the answer to the question, 
“What business are we in?”

national emergency strikes Strikes that might “imperil the 
national health and safety.”

National Labor Relations (or Wagner) Act This law banned 
certain types of unfair practices and provided for 
secret-ballot elections and majority rule for determining 
whether or not a firm’s employees want to unionize.

National Labor Relations Board (NLRB) The agency cre-
ated by the Wagner Act to investigate unfair labor prac-
tice charges and to provide for secret-ballot elections 
and majority rule in determining whether or not a firm’s
employees want a union.

negligent hiring Hiring workers with criminal records or
other such problems without proper safeguards.

negligent training A situation where an employer fails to
train adequately, and the employee subsequently harms 
a third party.

9-box matrix In workforce planning, this displays three 
levels of current job performance (exceptional, fully per-
forming, not yet fully performing) across the top, and also
shows three levels of likely potential (eligible for promo-
tion, room for growth in current position, not likely to
grow beyond current position) down the side.

Norris-LaGuardia Act This law marked the beginning of the
era of strong encouragement of unions and guaranteed to 
each employee the right to bargain collectively “free from 
interference, restraint, or coercion.”

Occupational Safety and Health Act of 1970 The law passed 
by Congress in 1970 “to assure so far as possible every 
working man and woman in the nation safe and health-
ful working conditions and to preserve our human
resources.”

Occupational Safety and Health Administration (OSHA) The 
agency created within the Department of Labor to set 
safety and health standards for almost all workers in the 
United States.

Office of Federal Contract Compliance Programs  
(OFCCP) The office responsible for implementing the
executive orders and ensuring compliance of federal 
contractors.

on-demand recruiting services (ODRS) Services that provide
short-term specialized recruiting to support specific proj-
ects without the expense of retaining traditional search 
firms.

on-the-job training (OJT) Training a person to learn a job 
while working on it.

operational safety reviews Reviews conducted by agencies 
to ascertain whether units under their jurisdiction are 
complying with all the applicable safety laws, regulations, 
orders, and rules.

organization A group consisting of people with formally as-
signed roles who work together to achieve the organiza-
tion’s goals.

organization chart A chart that shows the organization-wide
distribution of work, with titles of each position and in-
terconnecting lines that show who reports to and com-
municates with whom.

organizational climate The perceptions a company’s
employees share about the firm’s psychological environ-
ment, for instance in terms of things like concern for 
employees’ well-being, supervisory behavior, flexibility,
appreciation, ethics, empowerment, political behaviors,
and rewards.

organizational culture The characteristic values, traditions, 
and behaviors a company’s employees share.
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organizational development A special approach to organi-
zational change in which employees themselves formulate 
and implement the change that’s required.

organization-wide incentive plan Plans in which all or most
employees can participate, and that generally tie the re-
ward to some measure of company-wide performance.

outplacement counseling A systematic process by which a 
terminated person is trained and counseled in the tech-
niques of self-appraisal and securing a new position.

pay (or rate) ranges A series of steps or levels within a pay 
grade, usually based on years of service.

pay (or wage) grade A pay grade comprises jobs of approxi-
mately equal difficulty.

Pension Benefits Guarantee Corporation (PBGC) Established 
under ERISA to ensure that pensions meet vesting obliga-
tions; also insures pensions should a plan terminate with-
out sufficient funds to meet its vested obligations.

pension plans Plans that provide a fixed sum when employ-
ees reach a predetermined retirement age or when they 
can no longer work due to disability.

performance analysis Verifying that there is a performance 
deficiency and determining whether that deficiency 
should be corrected through training or through some
other means (such as transferring the employee).

performance appraisal Any procedure that involves (1) set-
ting work standards; (2) assessing the employee’s actual 
performance relative to the standards; and (3) providing 
feedback to the employee with the aim of motivating that
person to eliminate performance deficiencies or to con-
tinue the performance above par.

performance management The continuous process of identi-
fying, measuring, and developing the performance of in-
dividuals and teams and aligning their performance withg
the organization’s goals.

personnel replacement charts Company records showing 
present performance and promotability of inside candi-
dates for the most important positions.

piecework A system of pay based on the number of items
processed by each individual worker in a unit of time, 
such as items per hour or items per day.

point method The job evaluation method in which a num-
ber of compensable factors are identified and then the de-
gree to which each of these factors is present on the job is
determined.

polycentric A management philosophy oriented toward 
staffing positions with local talent.

portability Making it easier for employees who leave the firm
prior to retirement to take their accumulated pension 
funds with them.

position analysis questionnaire (PAQ) A questionnaire used 
to collect quantifiable data concerning the duties and re-
sponsibilities of various jobs.

position replacement card A card prepared for each position 
in a company to show possible replacement candidates
and their qualifications.

preferential shop Union members get preference in hiring, 
but the employer can still hire nonunion members.

preferred provider organizations (PPOs) Groups of health 
care providers that contract with employers, insurance
companies, or third-party payers to provide medical care 
services at a reduced fee.

Pregnancy Discrimination Act (PDA) An amendment to Title 
VII of the Civil Rights Act that prohibits sex discrimina-
tion based on “pregnancy, childbirth, or related medical 
conditions.”

problem-solving teams Teams that identify and research 
work processes and develop solutions to work-related
problems.

procedural justice Refers to just procedures in the allocation 
of rewards or discipline, in terms of the actual procedures
being evenhanded and fair.

process chart A workflow chart that shows the flow of inputs
to and outputs from a particular job.

productivity The ratio of outputs (goods and services)
divided by the inputs (resources such as labor and
capital).

profit-sharing plan A plan whereby employees share in the 
company’s profits.

programmed learning A systematic method for teaching
job skills, involving presenting questions or facts, al-
lowing the person to respond, and giving the learner
immediate feedback on the accuracy of his or her 
answers.

protected class Persons such as minorities and women pro-
tected by equal opportunity laws, including Title VII.

qualifications (or skills) inventories Manual or computerized
records listing employees’ education, career and develop-
ment interests, languages, special skills, and so on, to be 
used in selecting inside candidates for promotion.

quality circle A special type of formal problem-solving team, 
usually composed of 6 to 12 specially trained employees 
who meet once a week to solve problems affecting their 
work area.

ranking method The simplest method of job evaluation that
involves ranking each job relative to all other jobs, usually 
based on overall difficulty.

ratio analysis A forecasting technique for determining fu-
ture staff needs by using ratios between, for example, sales 
volume and number of employees needed.

reality shock Results of a period that may occur at the initial 
career entry when the new employee’s high job expecta-
tions confront the reality of a boring or otherwise unat-
tractive work situation.

recruiting yield pyramid The historical arithmetic relation-
ships between recruitment leads and invitees, invitees and 
interviews, interviews and offers made, and offers made 
and offers accepted.

reliability The characteristic that refers to the consistency of 
scores obtained by the same person when retested with 
the identical or equivalent tests.

reverse discrimination Claim that due to affirmative action
quota systems, white males are discriminated against.

right to work The public policy in a number of states that 
prohibits union security of any kind.



GLOSSARY    541

role playing A training technique in which trainees act out 
parts in a realistic management situation.

safety awareness program Program that enables trained su-
pervisors to orient new workers arriving at a job site regard-
ing common safety hazards and simple prevention methods.

salary survey A survey aimed at determining prevailing
wage rates. A good salary survey provides specific wage
rates for specific jobs. Formal written questionnaire sur-
veys are the most comprehensive, but telephone surveys 
and Internet and newspaper help-wanted ads are also 
sources of information.

savings and thrift plan Plan in which employees contribute 
a portion of their earnings to a fund; the employer usually 
matches this contribution in whole or in part.

scatter plot A graphical method used to help identify the re-
lationship between two variables.

self-managing/self-directed work team A small (usually 8 
to 10 members) group of carefully selected, trained, and 
empowered employees who basically run themselves with 
little or no outside supervision, usually for the purpose of 
accomplishing a specific task or mission.

severance pay A one-time payment some employers provide 
when terminating an employee.

sexual harassment Harassment on the basis of sex that has
the purpose or effect of substantially interfering with a
person’s work performance or creating an intimidating,
hostile, or offensive work environment.

sick leave Provides pay to an employee when he or she is out 
of work because of illness.

social responsibility Refers to the extent to which companies 
should and do channel resources toward improving one
or more segments of society other than the firm’s owners
or stockholders.

Social Security Federal program that provides three types of 
benefits: retirement income at the age of 62 and thereaf-ff
ter; survivor’s or death benefits payable to the employee’s
dependents regardless of age at time of death; and disabil-
ity benefits payable to disabled employees and their de-
pendents. These benefits are payable only if the employee 
is insured under the Social Security Act.

staff manager A manager who assists and advises line
managers.

standard hour plan A plan by which a worker is paid a ba-
sic hourly rate but is paid an extra percentage of his or 
her rate for production exceeding the standard per hour
or per day. Similar to piecework payment but based on a 
percent premium.

Standard Occupational Classification (SOC) Classifies all
workers into one of 23 major groups of jobs that are subdi-
vided into minor groups of jobs and detailed occupations.

stock option The right to purchase a stated number of shares of 
a company stock at today’s price at some time in the future.

straight piecework An incentive plan in which a person is 
paid a sum for each item he or she makes or sells, with a 
strict proportionality between results and rewards.

strategic human resource management Formulating and
executing human resource policies and practices that

produce the employee competencies and behaviors the
company needs to achieve its strategic aims.

strategic management The process of identifying and 
executing the organization’s strategic plan, by match-
ing the company’s capabilities with the demands of its 
environment.

strategic plan The company’s plan for how it will match its 
internal strengths and weaknesses with external oppor-
tunities and threats in order to maintain a competitive
position.

strategy A course of action the company can pursue to 
achieve its strategic aims.

strategy map A strategic planning tool that shows the 
“big picture” of how each department’s performance
contributes to achieving the company’s overall strategic 
goals.

strategy-based metrics Metrics that specifically focus on
measuring the activities that contribute to achieving a 
company’s strategic aims.

Structured Situational Interview A series of job-relevant
questions with predetermined answers that interviewers
ask of all applicants for the job.

succession planning The ongoing process of systematically 
identifying, assessing, and developing organizational 
leadership to enhance performance.

suggestion teams Temporary teams whose members work 
on specific analytical assignments, such as how to cut 
costs or raise productivity.

supplemental pay benefits Benefits for time not worked 
such as unemployment insurance, vacation and holiday 
pay, and sick pay.

supplemental unemployment benefits Provide for a “guar-
anteed annual income” in certain industries where em-
ployers must shut down to change machinery or due to
reduced work. These benefits are paid by the company 
and supplement unemployment benefits.

sympathy strike A strike that takes place when one union 
strikes in support of another’s strike.

Taft-Hartley Act A law prohibiting union unfair labor prac-
tices and enumerating the rights of employees as union
members. It also enumerates the rights of employers.

talent management The end-to-end process of planning,
recruiting, developing, managing, and compensating em-
ployees throughout the organization.

task analysis A detailed study of a job to identify the specific 
skills required.

task statement Written item that shows what the worker t
does on one particular job task; how the worker does it;w
the knowledge, skills, and aptitudes required to do it; andd
the purpose of the task.

team (or group) incentive plan A plan in which a production 
standard is set for a specific work group, and its members 
are paid incentives if the group exceeds the production 
standard.

terminate at will The idea, based in law, that the employ-
ment relationship can be terminated at will by either the 
employer or the employee for any reason.
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termination interview The interview in which an
employee is informed of the fact that he or she has been
dismissed.

test validity The accuracy with which a test, interview, and 
so on measures what it purports to measure or fulfills the 
function it was designed to fill.

third-country nationals Citizens of a country other than the
parent or host country.

360-degree feedback The employer collects performance
information all around an employee—from his or her 
supervisors, subordinates, peers, and internal or external 
customers.

Title VII of the 1964 Civil Rights Act The section of the act
that says an employer cannot discriminate on the basis of 
race, color, religion, sex, or national origin with respect to 
employment.

training The process of teaching new or current employees 
the basic skills they need to perform their jobs.

transfer Reassignments to similar positions in other parts of 
the firm.

trend analysis Study of a firm’s past employment needs over 
a period of years to predict future needs.

unemployment insurance (or compensation) Provides bene-
fits if a person is unable to work through some fault other 
than his or her own.

unfair labor practice strike A strike aimed at protesting il-
legal conduct by the employer.

union salting A union organizing tactic by which workers
who are employed by a union as undercover union orga-
nizers are hired by unwitting employers.

union shop A form of union security in which the company 
can hire nonunion people but they must join the union 
after a prescribed period of time and pay dues. (If they do 
not, they can be fired.)

utility analysis The degree to which use of a selection mea-
sure improves the quality of individuals selected over what
would have happened if the measure had not been used.

validity generalization The degree to which evidence of a 
measure’s validity obtained in one situation can be gener-
alized to another situation without further study.

variable pay Any plan that ties pay to productivity or profit-
ability, usually as one-time lump payments.

virtual classroom Teaching method that uses special collabo-
ration software to enable multiple remote learners, using
their PCs or laptops, to participate in live audio and visual 
discussions, communicate via written text, and learn via 
content such as PowerPoint slides.

virtual transnational teams Groups of geographically dis-
persed coworkers who interact using a combination of 
telecommunications and information technologies to ac-
complish an organizational task

vision statement A general statement of the firm’s intended di-
rection that shows, in broad terms, “what we want to become.”

Vocational Rehabilitation Act of 1973 The act requiring cer-
tain federal contractors to take affirmative action for dis-
abled persons.

voluntary (permissible) bargaining items Items in collec-
tive bargaining for which bargaining is neither illegal nor 
mandatory—neither party can be compelled to negotiate
over those items.

wage curve Shows the relationship between the value of the 
job and the average wage paid for this job.

Wagner Act A law that banned certain types of unfair labor 
practices and provided for secret-ballot elections and ma-
jority rule for determining whether or not a firm’s em-
ployees want to unionize.

Walsh-Healey Public Contract Act (1936) A law that requires 
minimum wage and working conditions for employees
working on any government contract amounting to more 
than $10,000.

Web 2.0 learning Learning that utilizes online technologies 
such as social networks, virtual worlds (such as Second 
Life), and systems that blend synchronous and asynchro-
nous delivery with blogs, chat rooms, bookmark sharing, 
and tools such as 3-D simulations.

wildcat strike An unauthorized strike occurring during the
term of a contract.

work sharing Refers to a temporary reduction in work hours
by a group of employees during economic downturns as a
way to prevent layoffs.

workaholic People who feel driven to always be on time and
meet deadlines and so normally place themselves under
greater stress than do others.

workers’ compensation Provides income and medical ben-
efits to work-related accident victims or their dependents 
regardless of fault.

workflow analysis A detailed study of the flow of work from 
job to job in a work process.

workforce (or employment or personnel) planning The pro-
cess of deciding what positions the firm will have to fill,
and how to fill them.

workplace flexibility Arming employees with the informa-
tion technology tools they need to get their jobs done 
wherever they are.

works councils Formal, employee-elected groups of worker
representatives that meet monthly with managers to dis-
cuss topics ranging, for instance, from no-smoking poli-
cies to layoffs.

wrongful discharge An employee dismissal that does not
comply with the law or does not comply with the contractual
arrangement stated or implied by the firm via its employment
application forms, employee manuals, or other promises.
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sexual harassment, 64–67
working mothers, 197

Gender-Motivated Violence Act, 474–475
General aptitude test battery, 312–313
Genetic Information Nondiscrimination Act (GINA, 2008),

61–62, 63t, 373
Geocentric, defined, 489
Geographic expansion strategy, 92–94, 92f2
Geography, pay policies and, 327–328
Gilmer v. Interstate/Johnson Lane Corp., 77
Glass ceiling, 78–79, 287, 301–302
Global Competencies Inventory (GCI), 189–190

job rotation, 243
testing for assignments abroad, 189–190

Globalization, trends in, 41. See also HR Practices Around
the Globe; International business

Goals
employee training objectives, 230–232
HR scorecard, 97–98, 98f8
management by objectives, appraisals, 266–267
SMART goals, 258
strategic planning and, 88–89, 88f8 , 89ff f9 , 90, 92ff
strategy map, 96–97, 97f7

Golden parachutes, 362
Good-faith bargaining, 432
Grades, job, 333, 333f3
Graduate Record Examination (GRE), 183
Graphic rating scale, 261–263, 262f2 , 263ff f3 , 264ff f4 , 271ff f1 , 272ff t
Graphology, 209
Great Recession 2007-2009, 42–43, 42f2
Grievance process, 439–441, 440f0
Griggs v. Duke Power Company (1971), 59
Gross Domestic Product (GDP), 43
Gross National Product (GNP), 41–42, 42f2
Group incentive plans, 363–365, 363p3 , 365f5
Group life insurance, 376

H
H-1B visa program, 39
Halo effect, 271
Handbook, employee, 225
Hazard communication, 469. See also Safety and health

practices
Headhunters, 165–166
Health and wellness programs, 375
Healthcare benefits, 365–366, 365t, 371–375, 372t, 374f4
Healthcare spending accounts (HSAs), 373
Health maintenance organization (HMO), 372
Health questions, hiring practices, 74
Help wanted ads, 73
Hierarchy of goals, 88–89, 89f9
High-performance work systems (HPWS), 44–45, 104, 105t
HIPAA (Health Insurance Portability and Accountability

Act), 153, 373, 375–376
Hiring. See Selecting employees; Workforce planning
HIV/AIDS, 60
Holidays, benefits, 367
Home-based salary plans, 328
Home-country nationals, 487–492, 491p
Honesty testing, 206, 208, 208p8 , 217–218
Hospitalization insurance benefits, 371–375, 372t, 374f4
Host-based salary plans, 328
Hostile environment, 65–66
HR as a Profit Center

customer service, 41
cutting absences, 368
diversity and profits, 79
employee monitoring, 404
expatriate costs, reducing, 488
health and wellness programs, 375
integrity tests, 209
Macy’s training program, 227
pay policies, 327
performance goals, 258

recruitment and, 160
religious and other types of discrimination, 62
sexual harassment, 64–67, 64f4
state and local laws, 62, 63t
Supreme Court decisions, 59, 63t
testing and, 185
tools for small business and line managers, 63–64
training of employees, 226
trends in, 68
Uniformed Services Employment and Reemployment 

Rights Act (1994), 61, 63t
Vocational Rehabilitation Act (1973), 58, 63t

Equal employment opportunity (EEO) representatives,
37, 37f7

Equal Pay Act (1963), 57, 63t, 75, 326, 330
Equipment, job analysis, 116
Equity, compensation and, 321–322
Equivalent form, tests, 182
Ergonomics, 472–473
ERISA, 369
Essential job functions, 60–61, 130–131, 131p
Ethics

defined, 50
ethical organizations, 397–404, 398f8 , 399ff f9 , 402ff f2 , 404ff f4
international business and, 490
interviews and, 216–217

Ethnicity. See also Equal employment opportunity laws
application forms, 175
job promotions, 301–302
recruiting for diversity, 172
sexual harassment, 64, 66–67
workforce diversity trends, 38–39ft9

Ethnocentric, defined, 489
Ethnocentrism, 79
Evaluation, strategic plans, 88–89, 88f8 , 89ff f9 , 92ff
Evidence-based HR management, 44–45, 103–104, 103p3
Executive coaching, 245–246
Executive compensation, 337–339, 338p8 , 342–343
Executive incentive plans, 360–362, 362t, 380
Executive marketing consultants, 317
Executive Orders, 58, 63t
Executive recruiters, 165–166, 317
Exempt status, 126, 323–324, 324f4
Exit interviews, 307, 394–395
Expatriates, 487–492, 491p

F
Fact-finder, 436
Factor compensation method, 332
Fair Credit Reporting Act, 206
Fair Labor Standards Act (FLSA, 1938), 126, 323, 338, 

462–463
Fair treatment, employee relations, 391–394, 392f2
Family and Medical Leave Act, 326, 365–366, 365t, 

369, 370f0
Family businesses, 509–510
Family-friendly benefits, 379–383
Family members, hiring of, 73, 509–510
Faragher v. City of Boca Raton, 65
Fast food industry, incentive programs, 358–359
Federal Agency Uniform Guidelines on Employee 

Selection Procedures, 58–59
Federal holidays, 367
Federal Violence against Women Act (1994), 64
FirstStep Employment Law Advisor, Dept. of Labor,

503–505, 504f4 , 505ff f5
Flexible benefits plans, 380–381
Flexible work arrangements, 48, 302, 381
Flow process chart, 119
Forced distribution method, appraisals, 263–266, 272t
FORE, 428
Forecasts

strategic plan, 88–89, 88f8 , 89ff f9
workforce planning, 149–154, 150f0 , 151ff p, 152f2 , 153ff f3

Forer Structured Sentence Completion Test, 188
Forms, small business resources, 510–512, 511t
401K plans, 377–378
Freelance workers, 39, 40, 163–165, 324–326, 325f5 , 376ff
Free trade, 41
Functional strategy, 92–94, 92f2 , 94ff f4

G
Gainsharing plans, 363p3 , 364–365, 365f5
Games, training managers, 244
Games, virtual appraisals, 268
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electronic monitoring, 403–404, 404f4
employee assistance programs, 379
employee handbook, 225
employee incentives, 355–356
family leave and FMLA, 369, 370f0
flexible benefits plans, 381
hazard communication, 469
health benefit laws, 372–373
HIPAA (Health Insurance Portability and

Accountability Act), 153
HR audit, 102
immigration laws, 211
independent contractors, 324–326, 325f5
international business, 486–487
job promotions, 299–300
layoffs and plant closings, 307–308
local employment laws, 62, 63t
mandatory arbitration, 175–176
mental health benefits, 372
negligent hiring, 181–182
Occupational Safety and Health Act (1970), 451–455,

452f2 , 453ff f3 , 454ff f4 , 455ff f5
pension plans, 378
performance appraisals, 273
preemployment activities, 156
recruitment, 160
references, providing, 205
Sarbanes-Oxley Act (2002), 361, 402, 490
small business, legal compliance, 503–505, 504f4 , 505ff f5 , 506ff
testing, 185, 188
training employees, 226
unemployment insurance, 365t, 366–367, 366t, 367pt7
unions, 419–424, 422f2 , 428ff
vacations and holidays, 367
workplace violence, 474–476
wrongful discharge, 305, 306f6

Life insurance, 376
Lifelong learning, 238, 286
Line managers, 36. See also HR Tools for Line Managers 

and Small Businesses
Literacy training, 238
Locals, international business, 487–492, 491p
Lockouts, 438
Lockout/tagout procedures, 457
Logs, job analysis, 122
Long-term care insurance, 375–376

M
Maintenance of membership arrangement, 420
Make a Picture Story (MAPS), 188
Malpractice, management, 74–75
Management assessment center, 191–192
Management by objectives (MBO), 266–267, 272t
Management development programs, 241–246, 244p4
Management games, 244
Management malpractice, 74–75
Management process, defined, 34
Managers. See also HR Tools for Line Managers and 

Small Businesses
compensation, 337–339, 338p8
defined, 34
incentive plans, 360–362, 362t
role of, 34

Managing, defined, 34
Mandatory arbitration, 175–176
Mandatory bargaining items, 433, 434f4
MAPS, 148, 148f8
Marital status, 175
Market-competitive pay plan, 329
Markov analysis, 153
McDonnell-Douglas Test, 70–71
Mediation

collective bargaining, 435–438, 437f7 , 438ff p8
EEOC enforcement process, 75–77, 76f6 , 78ff f8

Medical exams, 209
Medical tourism, 374
Medicare, 377
Medicare Modernization Act (2003), 373
Meditation, 471
Memberships in organizations, 175
Mental disabilities, 60
Mental health benefits, 372
Mental Health Parity Act, 372
Mentors, 285, 286, 290–294, 291f1 , 301–302.ff See also

Career management

writing of, 126–134, 127f7 , 128ff f8 , 129ff f9 , 131ff f1 , 134ff f4
Job design, as incentive, 358
Job enlargement, 119–120
Job enrichment, 119–120
Job evaluation

compensable factors, 330
computerized systems for, 335
job classification, 333, 333f3
overview, 328–329
planning for, 330–331
point method, 333–334, 348–353, 349f9 , 350ff ft0 , 351f1 , 352ff f2
ranking method, 331–332, 332t
rate ranges and wage structure, 334–335, 335f5 , 336ff f6
salary surveys, 329–330, 330t
wage curves, 334, 334f4

Job hazard analysis, 462
Job instruction sheet, 508, 508t
Job instruction training (JIT), 234
Job offers, 211–212
Job postings, 157, 301
Job previews, 210
Job-requirements matrix, 136
Job rotation, 119–120, 233, 243, 285–286
Job searches, 312–318, 315f5 , 316ff f6
Job sharing, 382
Job specifications, 116, 120, 134–136
Job stress, 470–472
Job summary, 128
Job title, 126
Job transfers, 74, 299–303, 300p0 , 302
Job withdrawal, 298–299

K
Knowledge Base (HRCI), 50
Knowledge-based pay, 339–340
Knowledge questions, interviews, 196
Know Your Employment Law. See also Legal issues

application forms and EEO, 175
contract employees, 164–165
discrimination charges, 71
electronic monitoring, 403–404, 404f4
hazard communication, 469
healthcare benefits, 372–373
independent contractors, 324–326, 325f5
interviewing job candidates, 201
job descriptions and the ADA, 130–131, 131p
mandatory arbitration, 175–176
pension plans, 378
performance appraisals, 273
preemployment activities, 156
promotions, managing, 299–300
references, providing, 205
termination at will, 303
testing, 185
training issues, 226
union literature and solicitation, 428

L
Labor force

current projections, 43
Labor force data

international business, 486–487
population comparisons, discrimination and, 70

Labor Management Relations Act (1947), 422–423
Labor relations. See Employee relations; Unions
Labor relations specialists, 37, 37f7
Landrum-Griffin Act (1959), 423–424
Language training, 492
Layoffs, 74, 307–308
Leadership development, 108
Leadership skills, interview questions, 202f2
Leadership tasks, management process, 34
Learning disabilities, 238
Learning management systems (LMS), 237
Learning objectives, employee training, 230–232
Learning portals, 237
Lectures, employee training, 234
Legal issues. See also Equal employment opportunity

laws; Know Your Employment Law
application forms, 175
background checks, 204–205
benefits, 365–366, 365t
compensation practices, 322–326, 325f5
contract employees, 164–165
downsizing and mergers, 308

online and computer-based interviews, 197
payroll administration, 339
succession systems, 242
talent management and succession planning, 116, 292
union organizing campaigns, 426

Incentives
executive and managerial compensation, 337–339, 338p8
individual incentive plans, 355–362, 356t, 357p7 , 362t
international business, 494
strategic HR management and, 48
team and organization-wide plans, 363–365, 363p3 , 365f5

Independence, trait of, 313
Independent contractors, 39, 163–165, 324–326, 325f5 , 376ff
Indirect financial payments, 321. See also Compensation
Industrial hygiene, 468–469, 470p0
Infectious diseases, 473
Informal learning, 233–234
In-house development centers, 245
Injunctive relief, 438
Inside games, unions, 438
Inspections, safety, 452–453, 454f4 , 465–468, 466ff f6
Instructional design, 228
Instructional objectives, employee training, 230–232
Insubordination, 304
Insurance benefits

hospitalization, health, and disability, 371–375, 372t, 374f4
life insurance, 376
long-term care, 375–376
workers’ compensation, 370–371

Integrity tests, 209
Intellectual disabilities, 60
Intelligent tutoring systems, 235
Interactive multimedia training, 236
Interest inventories, 189
Internal comparison estimate, 182
Internal job candidates, 151–153, 152f2 , 153ff f3 , 156–157, 166ff
International Brotherhood of Teamsters, 420
International business. See also HR Practices Around the

Globe
compensation, 493–494, 493t
cultural, legal, and economic differences, 485–487
employee selection, 487–492, 491p
Equal employment opportunity laws, 67
global HR systems, 495–496, 495f5
human resource challenges, 484–487, 485p5
orienting and training employees, 492, 492f2
performance appraisals, 493
repatriation, 494–495
safety, 494

International human resource management (IHRM),
defined, 485

Internet-based learning, 236–237, 463–464
Internships, 169
Interpersonal skills, 239–240
Interpret, management game, 244
Interviews

employee selection, 193–203, 194f4 , 195ff f5 , 196ff f6 , 198ff p8 , 
202f2 , 203ff t

ethics and, 216–217
exit interviews, 307
job analysis data collection, 120–122, 121p, 123f3 , ff

124f4 , 125ff f5
structured situational interview, 219–220
termination interview, 306
tips for applicants, 318

Involvement-based employee engagement programs, 468
IQ (intelligence) tests, 187, 187f7

J
Job aids, 235
Job analysis

competencies models, 138–141, 138p8 , 139f9 , 141ff f1
data collection methods, 120–126, 121p, 123f3 , 124ff f4 , 125ff f5
defined, 116
overview of, 116–120, 117f7 , 118ff f8

Job analysts, 37, 37f7
Job boards, 316
Job classification (grading), 333, 333f3
Job context, 117
Job Creation and Worker Assistance Act, 378
Job description

defined, 116
employee engagement manager job, 136–138, 137f7
job analysis and, 118, 118f8 , 120ff
small business resources, 506
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Procedures
small businesses and, 510–512, 511t
strategic planning and, 88–89, 89f9 , 94–96, 95ff f5

Process chart, 118, 118f8
Productivity, 105–107, 106f6 , 355ff
Professional employees, incentives for, 356
Professional employer organizations, 376, 510, 510f0
Professionals in Human Resources (PHR), 50
Profiles, employee interviews, 201–202, 202f2 , 203ff t
Profits. See HR as a Profit Center
Profit-sharing plans, 355, 363–365, 363p3 , 365f5
Programmed learning, 234–235
Promotions

employee engagement and, 157–158
employment law and, 74
managing, 299–303, 300p0

Protected class, 59
Psychological contract, 284, 292–293
Public employment agencies, 162–163, 163p3

Q
Qualified individuals, defined, 60–61
Quality circles, 396
Questionnaires, job analysis, 122, 123f3 , 124ff f4
Quid pro quo, 64, 66

R
Race. See also Equal employment opportunity laws

application forms, 175
job promotions, 301–302
recruiting for diversity, 172
sexual harassment and, 64, 66–67
workforce diversity trends, 38–39ft9

Ranking method, job evaluation, 331–332, 332t
Rate ranges and wage structure, 334–335, 335f5 , 336ff f6
Rating committees, 259, 260p0
Ratio analysis, 150–151, 150f0 , 151ff p
Realistic previews, 490, 491
Reality shock, 285
Reasonable accommodation, 61
Recognition-based awards, 357–358, 358f8
Recordkeeping, HR audit, 102
Recruiters, 37, 37f7 , 165–166, 317ff
Recruiting yield pyramid, 155–156, 155f5
Recruitment. See also Workforce planning

advertising job openings, 161–162, 161f1 , 162ff f2
application forms, developing and using, 173–176, 174f4
college recruiting, 168–169, 168p8
costs of, 170
diverse candidates, 171–173
employment agencies, 162–163, 163p3
employment law and, 73
executive recruiters, 165–166
high-performance work systems, 104, 105t, 115–116
HR audit, 102
importance of, 155–156, 155f5
internal candidates, 156–158
job analysis information, 117
legal issues, 175–176
military personnel, 169
offshoring and outsourcing, 164, 165
on-demand recruiting services, 168
online tools and social media, 40, 158–161, 158f8 , 161ff f1
process for, 147, 147f7
referrals and walk-ins, 167–168, 167p7
skills for, 170
strategic planning and, 95–96, 95f5
telecommuters, 169
temporary workers and alternative staffing, 163–165
workforce analytics and data mining, 100–102, 101p

Reference checks, 203–206, 203p3 , 207f7
Relationship, job descriptions, 129
Relationship managers, 38
Reliability, tests, 182, 182f2
Religious discrimination, 62, 71
Relocation, 212
Repetitive motion disorders, 472–473
Replacement workers, 436–437
Responsibilities, job description, 129–130
Restricted policy, 70
Resumes, 317–318
Retention, 105–107, 106f6 , 294–299, 295ff p5 , 296f6 . ff See also

Career management
Retirement, management of, 302–303
Retirement benefits

P
Pack Your Own Parachute, 292
Paired comparison method, appraisals, 263, 265f5
Participant diary/logs, 122
Part-time workers, 39, 376
Patient Protection and Affordable Care Act (2010),

372–373
Pattern Makers v. National Labor Relations Board, 423
Pay grades, 334, 340–341, 341f1
Payroll

administration tools, 339
HR audit, 102

Peer appraisals, 259
Pension Benefits Guarantee Corporation (PBGC), 378
Pension plans, 377
Pension Protection Act (2006), 382
Pensions, 326
Performance analysis, training, 228–230
Performance appraisals. See also Career management

360-degree feedback, 260–261, 261f1
appraisal problems, 270–275, 271f1 , 272ff t, 273f3
career-oriented appraisals, 293
conducting performance interview, 273–275
crowd appraisals (social media), 261
dismissals, managing, 303–308, 305f5 , 306ff f6
employee discipline, 404–407, 407f7
international business, 493
job analysis information, 117
methods for, 261–270, 262f2 , 263ff f3 , 264ff f4 , 265ff f5 , 267ff f7 , ff

268p8 , 269f9 , 270ff f0 , 272ff t
overview of, 256–257, 257f7
pay policies, 327
peer appraisals, 259
performance standards, defining, 257–259
rating committees, 259, 260p0
self-ratings, 259–260
small business resources, 506
strategic HR management and, 48
by subordinates, 260
wrongful discharge, 305–306, 306f6

Performance management, 44–45, 276–278, 277f7 . ff See also
Improving Performance through HRIS

Performance standards, job analysis, 117
Perks, managers and executives, 360–362, 362t
Permissible bargaining items, 433, 434f4
Personality Profile Analysis (PPA), 190
Personality tests, 187–189, 188f8
Personality types, 312
Personal protective equipment (PPE), 462
Personnel replacement charts, 152, 152f2
Phone interviews, 197
PHR Knowledge Base, 515–525
Physical abilities, tests of, 187
Physical characteristics, hiring practices, 73–74, 175
Picketing, 436–437, 438p8
Piecework, 355
Planning skills, interview questions, 202f2
Planning tasks, 34
Plant closings, 307–308
Point method, job evaluation, 333–334, 348–353, 349f9 ,ff

350ft0 , 351f1 , 352ff f2
Policies, strategic planning and, 88–89, 89f9 , 94–96, 95ff f5
Polycentric, defined, 489
Polygraph tests, 208, 208p8
Pooled paid leave plans, 368
Portability, retirement plans, 377
Position Analysis Questionnaire (PAQ), 122–126, 123f3 , ff

124f4 , 125ff f5
Position replacement charts, 152, 152f2
Power distance, 486
Predictive Index, 193
Preferential shop, 420
Preferred provider organizations (PPOs), 372
Pregnancy Discrimination Act (PDA, 1978), 58, 63t, 369,

370f0 , 373ff
Prejudice, 77–81, 78f8
Previews, job, 210
Price Waterhouse v. Hopkins, 59
Privacy concerns

data security, 153, 153f3
electronic monitoring, 403–404, 404f4
privacy policies, 403

Problem solving skills, 202f2
Problem-solving teams, 396
Procedural justice, 392

Mergers, 94, 308
Meritor Savings Bank, FSB v. Vinson, 65
Merit pay (raise), 356, 356t
Metrics and benchmarks, 99–104, 99f9 , 100ff f0 , 103ff p3 , 105t
Michigan Alcoholism Screening Test (MAST), 470
Military personnel, recruitment of, 169
Miniature Job Training and Evaluation, 192
Minimum wage laws, 323
Minnesota Multiphasic Personality Inventory (MMPI), 188
Mission-critical employees, 268–269, 269f9 , 270ff f0
Mission statement, 90
Mobile learning, 238
Modeling, employee training, 235
Motivation. See also Career management; Employee

engagement; Incentives
employee training, 231–232, 233
interview questions, 202f2

Motor skills, tests of, 187
Myers-Briggs test, 188

N
National Compensation Survey (NCS), 329
National emergency strikes, 423
National Job Bank, 162–163, 163p3
National Labor Relations Act (1935), 326, 326p6 , 421
National origin, 72. See also Equal employment 

opportunity laws
Needs analysis, training, 227–230, 229t
Negligent hiring, 181–182
Negligent training, 226
Negotiating skills, 435
Negotiating team, unions, 432–433
Newborn Mother’s Protection Act (1996), 373
9-Box Grid (Matrix), 300
NLRB v. Town and Country Electric, 425
Nonbinding arbitration, 436
Nonexempt status, 126, 323–324, 324f4
Nontraditional workers, trends, 39
Nonverbal behaviors, 199–200
Norris-LaGuardia Act (1932), 421
North American Free Trade Agreement (NAFTA), 41

O
Objectives, employee training, 230–232
Objectives, management by, 266–267
Observation, job analysis, 122
Occupational illness, 452
Occupational information sources, 314–316, 315f5 , 316ff f6
Occupational safety. See Safety and health practices
Occupational Safety and Health Act (1970), 451–455,

452f2 , 453ff f3 , 454ff f4 , 455ff f5
Occupational Safety and Health Review Commission

(OSHRC), 453, 454f4
O’Connor v. Consolidated Coin Caterers Corp., 58
Office of Federal Contract Compliance Programs 

(OFCCP), 58, 74
Offshoring, 41, 165, 489
Onboarding new employees, 223–225, 223f3
Oncale v. Sundowner Offshore Services, Inc., 64
On-demand learning, 238
On-demand recruiting services (ODRS), 168
One-on-one interviews, 196–197, 198
O*NET, 132–134, 133f3 , 134ff f4 , 135, 153ff
Online biographies, 318
On-the-job training, 232–233, 243
Operational safety reviews, 462
Organization, defined, 34
Organizational change, managing, 246–247
Organizational chart, 37, 37f7 , 116–117, 117ff f7
Organizational climate, defined, 395
Organizational culture

culture of safety, 465
defined, 400
diversity management programs, 80
ethical organizations, 397–404, 398f8 , 399ff f9 ,ff

402f2 , 404ff f4
Organizational development, 247
Organization-wide incentive plans, 363–365, 363p3 , 365f5
Organizing tasks, 34
Orientation, new employees, 223–225, 223f3 , 492, 492ff f2
Outplacement counseling, 307
Outside job candidates, 153
Outsourcing, 163–165
Overtime, safety and, 456
Overtime pay, 323
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Stock options and incentives, 361–362, 362t
Straight piecework, 355
Strategic human resource management

compensation decisions, 321, 322t
defined, 47–48
employee engagement, 105–109, 106f6
evidence-based management, 103–104, 103p3
high-performance work systems, 104, 105t
HR audit, 102
HR manager role in, 44–45
management development programs, 241–246, 244p4
metrics and benchmarks, 99–104, 99f9 , 100ff f0 , 103ff p3
overview of, 94–96, 95f5
strategic management process, 89–92, 90f0 , 91ff f1
strategic plan, 87–89, 88f8 , 89ff f9
strategy map, 96, 97f7 , 98ff f8
strategy types, 92–94, 92f2
tools for, 96–98, 97f7 , 98ff f8
training and, 226–230, 229t
workforce planning and, 148–149, 149f9

Strategic positioners, 49, 49f9
Strategy, defined, 89
Strategy-based metrics, defined, 100
Strikes, 435–438, 437f7 , 438ff p8
Stromberg Dexterity Test, 187
Strong-Campbell Interest Inventory, 189
Structured interviews, 193–197, 194f4 , 195ff f5 , 196ff f6 , 198,ff

219–220
Subordinates, appraisals by, 260
Substance abuse, 469–470, 470t
Succession planning, 148, 241–246, 244p4 , 292
Suggestion teams and systems, 396–397
Supervision, employee engagement and, 106–107, 106f6
Supervisor liability, 305–306
Supplemental pay benefits

parental leave and FMLA, 326, 365–366, 365t, 
369, 370f0

severance pay, 305f5 , 369ff
sick leave, 368
unemployment, supplemental benefits, 370
unemployment insurance, 365t, 366–367, 366t, 367pt7
vacation and holidays, 367

Supportive supervision, 106–107, 106f6
Surveys, internal, 247
Sustainability, 45, 48
SWOT chart, 90, 91f1
Sympathy strike, 436–437, 438p8

T
Taft-Hartley Act, 420, 422–423
Talent management

appraisals and, 268–269, 269f9 , 270ff f0
diversity trends, 38–39
employee skills inventory, 151–153, 152f2 , 153ff f3
HRIS tools, 292
process of, 115–116
workforce analytics, 100–102, 101p

Task analysis, 228, 229t, 507–508, 508t
Task statement, 136
Tattoos, 74
Team-building meetings, 247
Team incentive plans, 363–365, 363p3 , 365f5
Team training, 239–241
Technology

ADA accommodations, 61, 61f1
applicant tracking systems, 160–161, 211
computer-based training, 236
computerized and online tests, 190
data security, 153, 153f3
electronic monitoring, 403–404, 404f4
electronic performance support systems (EPSS), 235
employee skills inventory, 152–153, 153f3
forecasting, 151
human resource information systems (HRIS), 512–513
in-house development centers, 245
intelligent tutoring systems, 235
Internet-based learning, 236–237
Internet-based safety programs, 463–464
job analysis, electronic methods, 126
job evaluations, computerized, 335
O*NET, job description writing, 132–134, 133f3 , 134ff f4
online and computer-based interviews, 197
online recruitment, 158–161, 158f8 , 161ff f1
payroll administration, 339
simulated learning, 236

process for, 147, 147f7
small business, legal concerns, 503–505, 504f4 , 505ff f5
small business resources, 505–506
strategic planning and, 95–96, 95f5
structured situational interview, 219–220
testing, basics of, 181–186, 182f2 , 183ff f3 , 184ff f4 , 186ff f6
testing, evaluating programs, 210–211
testing, types of, 186–193, 186p6 , 187f7 , 188ff f8

Self-Directed Search (SDS) test, 284
Self-management, 104, 105t, 396
Self-promotion, 199
Self-ratings, performance appraisals, 259–260
Self-selection, 214
Seminars, training and, 245
Seniority, compensation and, 327
Seniority, job promotions and, 300
Senior Professional in Human Resources (SPHR), 50
Sequential interviews, 196
Service jobs, trends in, 40
Severance pay, 305f5 , 369ff
Sex discrimination, 62
Sexual harassment, 64–67, 64f4
Shareholders, executive pay and, 342–343
Sick leave, 368
Sickouts, 438
SIMPLE IRA, 382
Simulations, 191, 236, 237p7 , 244
Situational interview, 219–220
Situational judgment tests, 191–192
Situational questions, interviews, 194, 198
Skill-based pay, 339–340
Skills inventories, 152–154, 153f3 , 312–313ff
Skills matrix, 140–141, 141f1
Small business. See also HR Tools for Line Managers and 

Small Businesses
employment laws, compliance with, 503–505,

504f4 , 505ff f5
flexibility and informality, 507–510, 508t, 509p9 , 510f0
HR challenges of, 501–503
procedures and paperwork, 510–512, 511t
training resources, 506

SMART goals, 258
Smoking, 473–474
Social media

background checks, 204, 206
emergency information, 477
employee recognition, 358
employee recruitment, 158–161, 158f8 , 161ff f1
employee relations tools, 396
employee retention, 298
employee rights, 424
employee use and harassment, 67
international assignments, 491
job descriptions, 130
job searching tools, 316, 316f6
online biographies, 318
performance appraisals, 261
sick leave and, 368
small business resources, 505–506
training and, 238

Social recognition program, 357–358, 358f8
Social reinforcement, 235
Social responsibility, 393
Social Security Act (1935), 326
Social Security benefits, 365, 365t, 377
Software. See Improving Performance through HRIS;

Technology
Special assignments, 233
SPHR Knowledge Base, 515–525
Split pay approach, 493–494, 493t
Spurlock v. United Airlines, 72
Staffing. See Employees; Workforce planning
Staffing tasks, management process, 34
Staff leasing firms, 376, 510, 510f0
Staff managers, 36
Standard competitive strategies, 93–94
Standard deviation rule, 69–70, 70f0
Standard hour plan, 355
Standard Occupational Classification (SOC), 129,

132–134, 133f3 , 134ff f4
Standards of performance, job descriptions, 131–132
Stanford-Binet test, 187
STAR (Situation, Task, Action, Result), 195
State employment laws, 62, 63t
Stereotypes, 77–81, 78f8

employee stock ownership plans, 364
healthcare benefits, 374
pension plans, 326, 377–379
same-sex partners, 68
small business options, 382–383

Reverse discrimination, 80–81
Ricci v. DeStefano, 80–81
Right to work, 420, 423
Risk management, 474–478, 475f5 , 477ff p7
Role-playing, 235, 245
Rorschach test, 183

S
Safety and health practices

accident reduction programs, 371
accidents, causes of, 456–457, 456p6
alcohol and substance abuse, 469–470, 470t
chemicals, air quality, and industrial hygiene,

468–469, 470p0
computers and ergonomic problems, 472–473
culture of safety, 465
Diversity Counts, 462–463
employee engagement and, 105–107, 106f6
importance of, 450–451
infectious disease, 473
international business, 494
job analysis and, 117
job stress and burnout, 470–472
personal protective equipment (PPE), 462
reducing unsafe conditions, 457–462, 458f8 , 459ff f9 , ff

460f0 , 462ff p2
safety inspections and committees, 465–468, 466f6
safety training, 463–464
security and risk management, 474–478, 475f5 , 477ff p7
small business resources, 504–505, 505f5 , 507ff
smoking, 473–474
strategic HR management and, 48
unsafe acts, reducing, 463–464

Salary plan, salespeople, 359–360
Salary surveys, 322, 329–330, 330t
Sales force incentive plans, 359–360
Same-sex partners, 68
Sarbanes-Oxley Act (2002), 361, 402, 490
Savings and thrift plans, 378
Scanlon plans, 363–365, 363p3 , 365f5
Scatter plot, 150
Scholastic Assessment Test (SAT), 182
Screening process. See also Testing

applications, 163, 164, 168
assignments abroad, 189–190, 490–491
background and reference checks, 203–208, 207f7
career management and, 283
discrimination and, 59, 60f0 , 68–72, 71, 73, 80–81ff
drug and alcohol screening, 208, 209–210,

469–470, 470t
employment agencies and recruiters, 163, 164, 168
graphology, 209
high-performance work practices, 104
immigration law, 211
importance of, 181, 184–185, 210–211, 295, 402,

463, 464
medical exams, 209, 473
reliability, 182
résumé screening, 159, 160
small business and line manager tools, 193, 502, 506
social media, use of, 206
talent management process, 115
Toyota program for, 213–214
validity of, 59, 182–184, 183f3 , 184ff f4
violent behavior, 475

Security, need for, 313, 474–478, 475f5 , 477ff p7
SEIU (Service Employees International Union), 420
Selecting employees. See also Equal employment 

opportunity laws; Screening process
decision making, 210
employee retention and, 297
ethical organizations and, 402
high-performance work systems, 104, 105t, 115–116
HR audit, 102
immigration laws, 211
internal candidates, 151–153, 152f2 , 153ff f3 , 156–157, 166ff
international business, 487–492, 491p
interviews, 193–203, 194f4 , 195ff f5 , 196ff f6 , 198ff p8 , 202f2 , 203ff t
job offers, 211–212
job previews, 210
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Virtual appraisal games, 268
Virtual classroom, 237–238
Virtual reality training, 236
Virtual transnational teams, 489
Vision statement, 90
Vocational Preference Test, 312
Vocational Rehabilitation Act (1973), 58, 63t
Voluntary bargaining items, 433, 434f4
Voluntary turnover, 295–296, 295p5 , 296f6

W
Wages. See also Compensation

garnishment of, 72
wage curves, 334, 334f4
wage gap, 342
wage grades, 334
wage structure, rate ranges and, 334–335, 335f5 , 336ff f6

Wagner Act (1935), 326, 326p6 , 421, 432
Walsh-Healy Public Contract Act (1936), 322–323
Web 2.0 learning, 238
Wechsler Adult Intelligence Scale, 187
Welfare-to-work, 172
Wellness programs, 375
Wildcat strike, 436–437, 438p8
Women. See also Equal employment opportunity laws

bona fide occupational qualification (BFOQ), 71
career development, 287, 291
comparable worth, 341–342
disciplinary actions, 406
Gender-Motivated Violence Act, 474–475
gender-role stereotypes, 79
glass ceiling, 78–79, 287, 301–302
international assignments, 490–491
pay gap, 342
promotions, gender gap, 301–302
recruiting for, 171–173
sexual harassment, 64–67
working mothers, 197

Wonderlic Personnel Test, 187, 193
Work activities, job analysis, 116
Workaholics, 470–472
Work councils, 443
Worker Adjustment and Retraining Notification Act 

(WARN), 307
Workers’ compensation, 365, 365t, 370–371
Workflow analysis, 118–119
Workforce analytics, 100–102, 101p
Workforce planning. See also Diversity

competencies models, 138–141, 138p8 , 139f9 , 141ff f1
forecasting, 149–154, 150f0 , 151ff p, 152f2 , 153ff f3
job analysis, data collection methods, 120–126, 121p,

123f3 , 124ff f4 , 125ff f5
job analysis, overview, 116–120, 117f7 , 118ff f8
job descriptions, writing of, 126–134, 127f7 , 128ff f8 , 129ff f9 , ff

131f1 , 133ff f3 , 134ff f4
job specifications, writing of, 134–136
overview of, 147–149, 148f8 , 149ff f9
strategic HR management and, 48

Working conditions. See also Safety and health practices
accidents, causes of, 456–457, 456p6
job descriptions, writing of, 131–132

Work-life benefits, 379–383
Workplace accidents. See Safety and health practices
Workplace flexibility, 381
Workplace violence, 474–478, 475f5 , 477ff p7
Work samples, 191
Works councils, 443, 486
Work sharing, 382
Work slowdowns, 438
Wrongful discharge, 305, 306f6

Y
Yellow dog contracts, 421

vestibule training, 235
videoconferencing, 235–236
virtual classroom, 237–238
workplace violence, 475–476

Training specialists, 37, 37f7
Transfers, job, 299–303, 300p0 , 302

employment law and, 74
Transition analysis, 153
Trend analysis, 149–151, 150f0 , 151ff p
Turnover, managing, 294–299, 295p5 , 296f6
Turnover, reducing, 184–185
Tutoring systems, 235

U
Understudy method, 232–233, 243
Unemployment

insurance for, 365t, 366–367, 366t, 367pt7
supplemental benefits, 370
trends in, 42–43

Unfair labor practice strikes, 436–437, 438p8
Uniformed Services Employment and Reemployment 

Rights Act (1994), 61
Uniforms, 74
Unions

bargaining items, 433, 434f4
bargaining stages, 433
collective bargaining, defined, 432
compensation decisions and, 326, 326p6
contracts, 438–441, 440f0
current and future trends, 441–443
employee engagement, 106–107, 106f6
employee engagement and, 419
good-faith bargaining, 432
impasses, mediation, and strikes, 435–438, 437f7 , 438ff p8
labor movement, overview of, 418–420
labor relations specialists, 37, 37f7
legal issues, 421–424, 422f2
negotiating skills, 435
negotiating team, 432–433
union drive and election process, 424–431, 425p5 , 426f6 , ff

429f9 , 430ff f0
union salting, 425
union security, types of, 419–420
Walmart and China, 485

Union shop, defined, 419
University training programs, 245
Unsafe acts, 457, 463
U.S. Department of Justice, 59
U.S. Department of Labor, 58–59
U.S. Supreme Court

on affirmative action, 68
Albemarle Paper Company v. Moody (1975), 59
Bakke v. Regents of the University of California (1978), 80
on business necessity, 72
County of Washington v. Gunther (1981), 342r
on Defense of Marriage Act, 68, 380
employment decisions summary, 63t
Griggs v. Duke Power Company (1971), 59
on mandatory arbitration, 77
NLRB v. Town and Country Electric, 425
O’Connor v. Consolidated Coin Caterers Corp., 58
Oncale v. Sundowner Offshore Services, Inc., 64
Pattern Makers v. National Labor Relations Board, 423
Price Waterhouse v. Hopkins, 59
on reverse discrimination, 80–81
sexual harassment decisions, 65–66

Utility analysis, 184, 184f4

V
Vacation benefit, 367
Validity, tests, 182–184, 183f3 , 184ff f4 , 193ff
Value, adding of, 45
Value-based hiring, 214
Variable pay, 355
Vertical integration strategy, 92–94, 92f2
Vested funds, retirement plans, 378
Vestibule training, 235
Video-based situational testing, 192
Videoconferencing, 235–236
Video interviews, 197
Video résumés, 175
Vietnam Era Veterans’ Readjustment Assistance Act 

(1974), 63t
Violence, workplace, 474–478, 475f5 , 477ff p7
Violence Against Women Act, 475

social media crowd appraisals, 261
talent management software, 116
union organizing campaigns, 426
videoconferencing, 235–236
virtual classroom, 237–238
Web 2.0 learning, 238
workforce trends, 39–40, 40f0

Technology proponents, role of, 49, 49f9
Telecommuters, 169
Temporary workers, 39, 163–165. See also Independent 

contractors
Terminating employees

firing high-risk employees, 476
management of, 303–308, 305f5 , 306ff f6
severance pay, 369
termination interview, 306

Terrorism, 478
Testing. See also Screening process

aptitudes and skills tests, 312–313
for assignments abroad, 189–190
basics of, 181–186, 182f2 , 183ff f3 , 184ff f4 , 186ff f6
computerized and online tests, 190
evaluating testing programs, 210–211
test-retest reliability, 182
test validity, 182–184, 183f3 , 184ff f4
tools for small business and line managers, 193
types of, 186–193, 186p6 , 187f7 , 188ff f8

Third-country nationals, 487–492, 491p
360-degree feedback, 260–261, 261f1
TIPS, union vote strategies, 428
Title VII of 1964 Civil Rights Act, 57–58, 63t, 67, 71, 74,

226, 299–300, 323
Tobacco use, 473–474
Tokenism, 79
Tools, job analysis, 116
Totality of conduct, 432
Total quality management (TQM), 276
Total rewards strategy, 321, 322t, 343
Total selection program, 213–214
Trade agreements, 41
Trading points, collective bargaining, 433
Training. See also Career management

action learning, 243–244
apprenticeship training, 233, 233f3
audiovisual-based training, 235
behavior modeling, 235
case study method, 244
coaching, 245–246
computer-based training, 236
diversity training, 239
electronic performance support systems, 235
employee retention and, 297
ethics training, 402–403
evaluation of, 248–250, 248f8 , 249ff f9
General Electric, executive development program, 246
high-performance work systems, 104, 105t, 115–116
HR audit, 102
human resource professionals, 35–36, 48–50, 49f9
informal learning, 233–234
in-house development centers, 245
international business, 492, 492f2
Internet-based learning, 236–237
job analysis information, 117
job instruction training, 234
job specifications, writing of, 134–136
lectures, 234
lifelong and literacy training, 238
management development programs, 241–246, 244p4
mobile learning, 238
on-the-job training, 232–233, 243
orientation and onboarding, 223–225, 223f3
outside seminars, 245
PHR and SPHR Knowledge Base, 515–525
process overview, 226–232, 229t
programmed learning, 234–235
role-playing, 245
safety practices, 463–464
simulations, 236, 237p7 , 244
small business resources, 288–289, 289f9 , 506,ff

507–508, 508t
social media and, 238
strategic planning and, 95–96, 95f5
strategy-based metrics, 100
team training, 239–241
university programs, 245
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